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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, FEBRUARY 1, 1980

CoNGREsS or THE UNITED STATES,
JOINT Ecoioqoic COmmImT.E,

Waehington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 318,

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

Present: Senators Bentsen and Proxmire; and Representatives Bol-
ling and Reuss.

Also present: John M. Albertine, executive director; Louis C.
Krauthoff II, assistant director-director, SSEC; Charles H. Brad-
ford, minority counsel; Lloyd C. Atkinson, William R. Buechner,
Kent H. Hughes, Bill Maddox, Mayanne Karmin, and Helen
Mohrmann, professional staff members; Betty Maddox, administra-
tive assistant; and Stephen J. Entin, Mark R. Policinski, and Carol
Corcoran, minority professional staff members.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. This hearing will come to order.
Commissioner Norwood, this morning you have the worst un-

employment news that we have had in 18 months. The unemploy-
ment figure rose sharply in January from 5.9 to 6.2 percent. Some of
the most important items I see in the data: The unemployment rate for
adult men is 4.7 percent. That is the highest since November of 1977.
Unemployment also rose for married men, full-time workers, blue-
collar workers. Most of the unemployment was due to layoffs or job
losses. And the industries affected are heavily influenced by cyclical
factors.

For the past year and a half, the economists have been telling us a
recession is coming. But I can remember Mr. Schultze's comments. He
said, "We don't know where it is, but we know it's out there some-
where."

I know you have repeatedly warned us that 1 month doesn't make
a trend. The display chart shows [indicating] the unemployment rate
began to climb most sharply late in the last recession, and then it
peaked out after the recession was over. Do you think we are going to
see history repeated on that one? Is there a recession? Are we likely to
see much sharper increases in the unemployment rate in the coming
months? With the factors I have cited and the slowing of employment
over the last year, I have to wonder in effect: Has the recession finally
begun?

Commissioner Norwood, I hope you can clear up that situation for
us this morning.

Please proceed.
(1)
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BU-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOM-
PANIED BY ROBERT L. STEIN, ASSISTANT COMMISSIONER, OF-
FICE OF CURRENT EMPLOYMENT ANALYSIS

Ms. NORWOOD. I am glad to have this opportunity to offer the Joint
Economic Committee a few brief comments to supplement our Employ-
ment Situation press release issued this morning.

Unemployment rose by 340,000 in January, and the jobless rate
moved up to 6.2 percent from 5.9 percent in December. This marks the
first time in 18 months that the unemployment rate has moved outside
the narrow range of 5.7-5.9 percent. The January increase in the num-
ber of jobless persons occurred primarily among adult men. Their un-
employment rate reached its highest level in more than 2 years.

Total employment, as measured by the household survey, was virtu-
ally unchanged over the month. Job losses among men, primarily in
the blue-collar occupations, were about equaled by gains among wom-
en. As more women entered the labor force in January, their partici-a-
tion rate reached 51.4 percent, a higher percentage than ever before.

The number of employees on the payrolls of nonfarm industries, as
reported by the establishment survey, rose by about 300,000 in Janu-
ary. Most of this increase was reported in the service-producing sector,
especially in retail trade. An increase of 60,000 was registered in con-
struction, but -this change may be somewhat overstated. The seasonal
adjustment factors for construction, influenced by heavy storms in
recent years, may have overcorrected the data this January when the
weather was unusually mild. The fact that total factory employment
showed little change between December and January in the establish-
ment survey was in part caused by the return of approximately 40,-
000 workers in the machinery industry who had been on strike in
December. The business survey did show extensive job cutbacks in the
automobile industry and a decline in aggregate hours in most durable
manufacturing industries.

Although job gains continued through 1979, a definite slowdown
occurred in the rate of employment growth. The employment increase
of about 2 million from January 1979 to January 1980 was the smallest
gain for any 12-month period since early 1976. In the past 12 months,
employment has just about kept pace with increases in the population
of working age; the employment-population ratio in January was
about the same as a year ago. During this same period, however, the
labor force increased by 2.3 million and unemployment rose by 600,000.
As employment in the service sector where women had traditionally
found jobs increased, more women were employed. At the same time,
as the number of factory production workers was reduced and the
factory workweek declined, more men were added to the unemploy-
ment rolls.

In summary, the Bureau of Labor Statistics data released today
show an unemployment rate above 6 percent for the first time in 18
months. At the same time, the slower employment growth experienced
in recent months contimied, with most of the increases in January
concentrated in construction and trade. Significant job losses occurred
in the automobile industry, and aggregate hours decreased somewhat in
many durable manufacturing industries. The household survey
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showed a significant employment decline for blue-collar workers, and
the business survey showed no growth in the goodg-producing sec-
tor, once allowance is made for returniing strikers. It is clear, therefore,
that the BLS data released today show a deterioration of the labor
market situation in January, but it would be premature, on the basis
of findings for a single month, to conclude at this time that a major
downturn is underway.

Mr. Stein and I will be glad to answer any questions you have.
[The table attached to Ms. Norwood's statement, together with the

Employment Situation press release referred Go, follows:]

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11
X-11 ARIMA method method

Unad- (former
ousted Concur- official Range

Month and year rate Official rent Stable Total Residual method) (cols. 2-8)

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

1979:
January ................ 6.4 .5.8 5.8 5.8 5.8 5.6 5.8 0.2
February ............... 6.4 5.7 5.7 5.8 5.7 5.6 5.7 .2
March ................. 6.1 5.7 5.7 5.8 5.7 5.7 5.7 .1
April .................. 5.5 5.8 5.8 5.8 5.8 5.9 5.8 .1
may ----------------- 5.2 5.8 5.8 5.8 5.8 5.9 5.8 .1
June .................. 6.0 5.7 5.7 5.5 5.7 5.7 5.7 .2
July ................... 5.8 5.7 5.7 5.7 5.8 5.8 5.7 .1
August ................ 5.9 5.9 5.9 6.0 5.9 5.9 5.9 .1
September ............. 5.6 5.8 5.8 5.8 5.8 5.8 5.8 .--------
October ............... 5.6 5.9 5.9 6.0 5.9 6.0 5.9 .1
November .............. 5.6 5.8 5.8 5.9 5.8 5.8 5.8 .1
December .............. 5.6 5.9 5.9 6.0 5.8 5.9 5.9 .2

1980: January .............. 6.8 6.2 6.1 6.2 6.2 6.2 6.2 .1

Source: U.S. Department of Labor, Bureau of Labor Statistics, February 1980.
NOTES TO TABLE COLUMN NUMBERS

(1) Unadjusted rate. Unemployment rate not seasonally adjusted.
(2) Official rate (X-11 ARIMA method). The published seasonally adjusted rate. Each of the 3 major labor force

components-alricultural employment, nonagricultural employment and unemployment-for 4 age-sex groups-male.
and females, ages 16-19 and 20 yr and over-are seasonally adjusted independently using data from January 1967
forward. The data series for each of these 12 components are extended by a year at each end of the original series using
ARIMA (auto-regressive Integrated, moving average) models chosen specifically for each series. Each extended series is
then seasonally adjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and nonagri-
cultural emoloyment components are adjusted with the additive adjustment model, while the other components are
adjusted with the multiplicative model. A prior adjustment for trend is applied to the extended series for adult male
unemployment before seasonal adjustment. The unemployment rate is computed by summing the 4 seasonally adjusted
unemployment components and calculating that total as a percent of the civilian labor force total derived by sumning all
12 seasonally adjusted components. All the seasonally adjusted series are revised at the end of each year. Extrapolated
factors for January-June are computed at the beginning of each year; extrapolated factors for July-December are computed
In the middle of the year after the June data become available. Each set of 6-mo factors are published In advance, in the
January and July issues, respectivey, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The procedure for computation of the official rate is followed, except that the
data are reseasonally adjusted each month as the most recent data become available. Extrapolated factors are not used at
all In this method. For example, the rate for January 1980 would be based, during 1980, on the adjustment of data for the
period January 1967 through January 1980. The rates for the current year are shown as first computed. Since the revision
pattern and procedure for computation of the rate are identical to the official procedure, the results of this method will be
Identical to the official rate at the beginning of each year when the most recent observation is December.

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

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

(6) Residual (X-11 ARIMA method). This Is another alternative aggregation method, In which total employment and
civilian labor force levels are extended using ARIMA models and then directly adjusted with multiplicative adjustment
models. The seasonally adjusted unemployment level Is derived by subtracting seasonally adjusted employment from
seasonally adjusted labor force. The rate Is then computed by taking the derived unemployment level as a percent of the
labor force level. Factors are extrapolated In 6-mo Intervals and the series revised at the end of each year.

(7) X-1 1 method (former official method). The orocedure for computation of the official rate Is used except that the series
are not extended with ARIMA models and the factors are projected In 12-mo Intervals. The standard X-11 program isused to perform the seasonal adjustment.

Methods of adjustment: The X-1I ARIMA method was developed at Statistics Canada by the seasonal adjustment and
times series staff under the direction of Estela Bee Dagum. The method Is described in the X-11 ARIMA Seasonal Adjust-
ment Method, by Estae Bee Dagnum, Statistics Canada Catalogue No. 12-564E, September 1979.

The standard X-11 method Is described In X-11 Variant of the Census Method II Seasonal Adjustment Program, by
Julius Shiskln, Alan Young and John Musgrave (technical paper No. 15, Bureau of the Census, 1967).
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THE EMPLOYMENT SITUATION: JANUARY 1980

Unemployment rose in January, and there were contrasting developments in employment, the

Bureau of Labor Statistics of the U.S. Department of Labor reported today. Due to a rise in

joblessness among adult men, the Nation's unemployment rate increased over the month from 5.9 to

6.2 percent, the highest rate since July 1978.

Total employment--as measured by the monthly survey of households--showed little overall

change In January, although there were diverse movements among adult men and women jobholders.

Consistent with their rise in unemployment, employment among adult men was down markedly, while

the number of adult women holding jobs increased.

In contrast to total employment, nonfarm payroll employment--as measured by the monthly

survey of establishments--rose by about 300,000 in January to 90.5 million.

Unemklonse nt

The number of persons unemployed increased 340,000 in January to 6.4 million. most of this

_upturn occurred among persons who were laid off or otherwise lost their last jobs. Over the

past year, the jobless total has risen by 610,000. (See cables A-I and A-5.)

With the increase in the level of unemployment, the Nation's jobless rate rose three-tenths

of a point to 6.2 percent. The jobless rate had remained within the narrow range of 5.7 to 5.9

percent over the prior 17-month period.

The January increase in unemployment was concentrated among adult men; their rate rose from

4.2 to 4.7 percent, the highest since November 1977. The increase was shared by both black and

white men. In contrast, the rates for adult women (5.8 percent) and teenagers (16.3 percent)

were about unchanged over the month. Strong increases were also registered In the cyclically

sensitive unemployment rates for married men, full-time workers, blue-collar workers, and

workers in durable goods manufacturing. (See table A-2.)

There was no change In the number of nonfarm workers on part-time work schedules for

economic reasons (sometimes termed the "partially unemployed"), following large increases in the

last quarter of L979. (See table A-3.)
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JtotCalI Fmployi _ nt4 anid she. Labor Force

Total employment was little changed ini January, but there were offsetting movements among

.s1u1t men and women. There was a drop of 200,000 in the number of men with jobs, while

eaploytnenti among adult women rose by 17Q,000. Employment also fell In the male-dominated

blue-collar occupations. Employment was up by 1.7 million from January L979, the smallest

over-the-year Increase since January 1976. (See tables A-i and A-3.)

The civilian labor force grew by 230,000 from December and was pp 2.3 illion from a year

ago. Adult women accounted for the bulk of these increases. Their labor force participation

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

Selected categories

HOUSEHOLD DATA

_viJian labor force ...................
Talal employment ....................
Unemployment ........................

Not In labor force .....................
Discouraged workers .................

I Quarterly averages I monthly data

I 1 l Dec.-
I 1978 I 1 19779 1980 1 Jan.
1 1 f1fI cas
i IV I III IV P Nov. 1 Dec. I Jan. I

I] _ Thousands of persona
I101;538110323I 8-103.74911 , 0 9 2I049 -F 230
1 95,6531 97,2311 97,6651 97,6081 97,9121 97,8041 -108
1 5,8851 6,0081 6,0841 6,0441 6,0871 6,4251 338
1 58,3841 58,5681 58,8421 58,9371 58,8101 58,7911 -19
1 7721 7311 7411 N.A.I H.A.l N.A.t N.A.
I I I 1 I I I

Unemployment rates:
All workers .........................
A lt men ...........................
A4ult women .........................
Teenagers ...........................
White ...............................
Black and other ..................... I
Faill-time workers ...................

ESTABLISHMENT DATA

Nonfarm payroll employment ..............
Goods-producing industries .......... I
:ervlce-producing Industries ........

Percent of labor force

i
5.81
4.01
5.71

16.2!
5.01

11.51
5.211

87,7991
26,L111
61,688J

I

I
5.81
4 .21
5.61

16.21
5.11
10.91
5.31

1

I
5.91
4.21
5.71
16.11
5.11

11.21
5.411

I I
5.81 5.91
4.31 4.21
5.61 5.71

15.91 16.01
5.11 5.11
10.91 - 11.31

5.41 5.41
1 1

i
6.21
4.71
5.81

16.31
5.41

11.81
5.71

1

Thousand. of jobs
W9T,T90,104p1 90,100190,231p190,S 3-
26,638126,586pl 26,533126,654p126,705p
6
3
,121163,518pl 63,567163,577pl63.831pl

I I I I I

Average weekly hours: 1
Total private nonfarm ............... I
.lnufdrturLng ....................... I
,laUfacturing overtime .............. I

p-prlimnaryN.Anot vaiabl

I
35.81
40.61
3.71

1

I ---. l
35.61 35.7pI
40.21 40.2pl
3.21 3.2pI

Hours of work
I 1 1

35.71 35.7pl 35.7pl
40.11 40.3pl 40.4pi

3.31 3.2p 3.3pI
I I I

0.3
.5
.1
.3
.3
.5
.3

30 5
p

51P
254p

Op
O.Ip

.lp

II

p-pretimlntary N.A.-not available
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rate reached a new high of 51.4 percent, while that of men and teenagers edged down over the

month.

Industry Payroll Employment

Nonfarm payroll employment rose to 90.5 million in January, up 305,000 from the December

level. Contributing to this increase was a net reduction in strike activity of approximately

50,000.

The bulk of the January employment growth occurred in the service-producing industries.

Gains were registered throughout the sector, with the most sizeable increases in trade

-130,000), services (55,000), and transportation and public utilities (30.000).

Within the goods-producing sector, the construction industry posted 4n employment gain of

65,000. Overall employment in manufacturing was about unchanged. There was a decline of nearly

60,000 in transportation equipment, due to job cutbacks in automobiles and parts, and smaller

decreases in fabricated metal products and food processing. These were about offset by a return

of striking workers in the machinery industry, coupled with small increases in several other

industries, primarily in the nondurable goods sector. Employment in mining remained near its

December level.

Over the past year, payroll jobs have increased by 2.0 million, with 85 percent of the gain

occurring in the service-producing sector. (See table B-1.)

Hours

The average workweek of production or nonsupervisory workers on private nonagricultural

payrolls remained at 35.7 hours in January, a level maintained since November. Movements were

small and generally offsetting among the major Industries. In manufacturing, average hours and

overtime both edged up a tenth of an hour to 40.4 and 3.3 hours, respectively. (See-table 8-2.)

The index of aggregate weekly hours remained at 126.7 (1967-100) in January and has risen by

only 1.8 percent since January 1979. The manufacturing index, however, has decreased by 2.2

percent over the past year. (See table 8-5.)

Hourly and Weekly Earnings

Average hourly earnings of production or nonsupervisory workers on private nonagriculturl[

payrolls rose 0.3 percent in January and were up 7.4 percent over the year (seasonatlv

adjusted). Average weekly earnings also rose 0.3 percent from December and were 7.1 perrc :

above the January 1979 level.
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Before adjustment for seasonality, ave .ge hourly earnings rose 3 cents in January to $6141

and were 44 cents above January 1979. Average weekly earnings were $224.99, down $4.69 from

December but still up $14.85 over the year. (See table B-3.)

The Hourly Earnings Index

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

239.8 (1967-100) in January, 0.2 percent higher than in December. The Index was 7.7 percent

above January a year ago. In dollars of constant purchasing power, the Index decreased 4.5

percent during the 12-month period ended in December. (See table 8-4.)
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Explanatory Note
This news release presents statistics from two major

surveys, the Current Population Survey (household
survey) and the Current Employment Statistics Survey
(establishment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the A tablt., marked
HOUSEHOLD DATA. It is a sample survey of about
65,000 households that is conducted by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau of Labor Statistic1 (BLS).

The establishment survey provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
162,000 establishments employing more than 32 million
people.

For both surveys, the data for a given month are ac-
tually collected for and relate to a particular week. In
the household survey, unless otherwise indicated, it is
the calendar w-.i that contains the 12th day of the
month, w'h:.n is called the survey week. In the establish-
men' survey, the reference week is the pay period in-

suding the 12th, which may or may not correspond
directly to the calendar week.

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

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

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

People are classified as employed if they did any work
at all as paid civilians; worked in their own business or
profession or on their own farm; or worked 15 hours or
more in an enterprise operated by a member of their
family, whether they were paid or not. People are also
counted as employed if they were on unpaid leave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

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

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

The civilian labor force equals the sum of the number
employed and the number unemployed. The unemploy-
ment rate is the percentage of unemployed people in the
civilian labor force. Table A4 presents a special group-
ing of seven measures of unemployment based on vary-
ing definitions-of unemployment and the labor force.
The definitions are provided in the table. The most
restrictive definition yields U-I, and the most com-
prehensive yields U-7. The official unemployment rate
is U-5.

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

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

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

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

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

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

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

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

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These adjustments make nonseasonal
developments, such as declines in economic activity or
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increases in the participation of women in the labor
force, easier 1o spot. To return to the school's-out ex-
ample, the large number if people entering the labor
force each June is likely to obscuirc any oihtr changes
that have takcn place since Nias. making 1 difficult to
determine if Ihe level of cnono.i .. '; ily ha, risen or
declined. Howeve, h,-cai;e the i l,.i l dents
finihing scl .;I vt ir..vi out - ir' 5 , i i '-itistirs
fbr heCUtri'e- 'C aLh; b bus' 1 t ,illt r ,r cavon
p ra rile ciii;, .'. ih..l it a it.. se, . l i IU. !nlclrf i ,
made correctly, the a.lli'ed fIrure p!:wide, a more
useful tool with which to analyze chanp-. in economic
act is iy.

Measure, of civilian labor force. r-mpls,,mci, and
unemployment contain cont,onerits sch as .ge and sex.
Statistics for all employees, peodir..tion workers,
average weekly hours, and average hourly earnings in-
clude components based on the emplocer's industry. All
these statistics can be seasonally adjusted either by ad-
justing the total or by adjusting each nf the components
and coming. , th-r., (he se: ,.d pi .. , tare usually
yields more ai-ate intc : nation aiit ,, teorltore
followed by lI For exam, tte srao,.,!ls a stcd
figure for the civilian labor force is the 'tim of eight
seasonalsy a:htirti I er,'ln".omr: ,oii'-.in, :.'- iu titr
seasntraly adjusted utuem;io)n tent Ltmj ottems, the
total for unempovirien i, the . it it the four
uneIClc -V; i y.: . rrit 1. . C. ;A;
merit rate i% de'ried hy dwii ~ 0rt- r- i,limw "itimate at
total ria.rihi 'l', t' i t i n ,ri - ' . !'-i.i-lhot lust
force.

The nmne!.cal ;artJrs c-.L.a io make tt '',Ott d1 ad
justments are iecal,utatcd reoiularls. I or the household
survey, the factors are calculated foi the Jaruar)-June
period and again for the July-Deces'hcr period, The
January revision is applied to darn that have been
published over the previous 5 ycars For the estahlish-
men, survey, updated factor io, seasonal idrustmernl
are calculated only once a year, :ollrg 'ith the introduc-
tion of new benchmark ks which are discitjFcd r the end
of the next section.

Sampling variablili
Statistics based on i., seho'd aud eitlhstLment

surveys are sihje.I , ., pliri err';, tiat is, the
estimate of the nunthsc &; seupl.r employed and the
other estim ates dr',,n it '. ' ",i su r c or.'' thi,, dif-
fer from the tiutre' f;Lt s. -Sb,' b; it - i :t corn-

plete censu,, even if thr sat,, oe lIt'TA n cal rd oro-
cedures weie used. In the hots-hold sitss', th, asnount
of the difference can be expressed .n trts of tandard
errors. The numerical value ot a s.t)tsda d error depends
upon the size of the sample, the res,,t of tere survey,
and othei factors. However, the nunirrih. a salue is
always such that the chances are 69 ott if 1041 that an
estimate based on the sample will d.fct try 'so irore than
the standard error from the results at a t omsnlete censi.s.
The chances are 90 out of 100 that air t stitI te based on
the sample will differ by no more than I.t times the

standard error from the results of a complete census. At
the 9G-percent level of confidence--the confidence limits
used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or
minus 293,000; for total unemployment, it is 185,000;
and, for the overall unemployment rate, it is 0.19
percentage point. These figures do not mean tha' the
simple results ate off 1-, these magtnitu..ts but, rattler,
that the chances .'*- 9f, out of IX thp. '' "t,"'
oa rate would not le eXpeted to diffe: from the
estimates by'more than these amounts.

Sampling errors for monthly surveys are reduced
when the data are cumulatedfor -everii

t 
months, itch

As quarterly or annually. Also, as a general rule.
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller
than is the error for the jobless rate ol teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .23 percentage point; for teenagers, it is
1.06 percentage points.

In r 'e establishment su-vey, esti.1,s f ne .r " mtt
current months are based on incomplete returns; for this
rtson, these estimates are labeled preliminary in the
ta le,. Where. ai the r, ur , it the sample have been
receivd, the e,timates are revised. In other word, data
for the month of September are published in
preliminary form in Oztotser and Nosembc and in final
form in December. To remove errors that build up over
time, a comprehensive count of the employed is con-
ducted each year. The results of this survey are used to
establish new benchmarks-comprehensive counts of
employment-against which month-to-month changes
can be measured. The new benchmarks also incorporate
changes in the classification of industries and allow for
the formation of new establishments.

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

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for $2.75
per issue or $22.00 per year front the I.S. oveitrimcnt
Printin Office, Wasnii;,ton, D.C. 2, 04 :A oh-,,k -
money order made 'aut to the SuperintenJi,,t o-f
Documents must accompany all orders.

Employment and Earnings also provide, approxima-
trons of the standard etrors for the his ili-ld survey
data published in this release. For unemployment and
other labor force categories, the standard errors appear
in tables A through I of its "Explanatory Notes."
Measures of the reliability of the data d, .%n from t,.
establishment survey and the actual amounts of revision
due to benchmark adjustments are pro, ided in tables K
through P of that publication.
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Table A-2. Major unem,iAoMl idkatorS, sassmsm adjusted
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Table A-3. Se$o~od omploymem indicators

bdomlmod awmm Jan. ! Jan. Jan. Sept . Oct . %OR. Dec. Jan.

1979 ] 191o Mg7 19l79 1979 1179 1979 1980
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Table A-4. Duration of unemployment
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Table A-5. Reaem$e lor unemploymee
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Table A-4. Unemployment by sex and age, seasonally edjuseed
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Table A-7. Range of unemployment measures based an varying delinitions of unemployment and the labor force,
seasonally adjusted

1979 - 197 1979 1990

tI 9 11 3 I
1  

%9 9oC. D.C. Jan.

i 1- . t .1 1....... ..... 1.2 I.2 1.2 9.9 9.2 1.9 9.2 1.3
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Table A-9. Employment statue of male Vietnam-ora veterans and nonvoterens by age, not seasonally adjusted
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Table 8-4. Hourly earnings ,dex '4o pe . cis r . .ruprvisry worets ' on private
nonagricultural payrolls I) ui, s . i ,. lally adjusted
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Table 9.1. Indexes of diffusion: Percent of industries in which employment' increased
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Senator BENT8zN. Commissioner, the Wall Street Journal, I noticed
the other day, reported that many economists no longer think that
we are going to have a recession in 1980, and they gave as one of the
reasons the expectation of rapid increases in defense spending, and em-
ployment increasing because of that.

How much employment is directly related to defense spending ?
Ms. NORWOOD. I can't answer that question offhand, sir, but certainly

much of the defense-related spending is in manufacturing. We could
provide something for the record.

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

JOB REQUIEM CENTS ASSOCIATED WITH DEFENSE IN FISCAL YEARS 1980 AND 1981

At this time, the Bureau of Labor Statistics (3LS) can only provide a rough
approximation of the Job effects of the new defense budget. The 1980 and 1981
Department of Defense (DOD) budgets will affect jobs in those years and In
later years as appropriated funds are spent. The following estimate was based
upon an earlier study of defense expenditures in fiscal year 1975 which was
roughly updated to account for planned changes In military outlays. DOD planned
military outlays in current dollars rise from $127.4 billion In fiscal year 1980 to
$142.7 billion in fiscal year 1981. Military and civilian pay and military retired
pay were subtracted to determine the amounts available for purchases of goods
and services in the private sector. In constant 1972 dollars, this amounted to
$37.1 billion in fiscal year 1980 and $39.2 billion in fiscal year 1981, an increase
of about 5 percent. Private sector employment resulting from DOD military out-
lays is estimated at 2.1 million in fiscal year 1980 and 2.2 million in fiscal year
1981, an Increase of about 4 percent. These jobs include those required directly
to produce the goods and services sold to DOD and the Indirect jobs needed in
other industries to support this output.

Given the lack of actual defense expenditure data for fiscal year 1980 and
fiscal year 1981 at this time and the methods used, the above estimate of jobs
required in the private sector should be considered only as a general order of
magnitude. This is not an estimate of the actual increase in defense related
employment expected by the Bureau In 1981. The interindustry model used In
deriving these estimates is based on average requirements and not the marginal
reqlrements needed to examine a change in funding levels. Actual employ-
ment changes at that time will be a function of a variety of supply and demand
considerations In the labor market. The technique used in this estimate con-
siders just one aspect of demand.

Senator BENTsN. Have you looked at the budget from that stand-
point, to what kind of an early impact it would have?

Ms. NORWOOD. No, sir.
Senator BzErsEw. You have not.
You have quite a mixed picture of unemployment gains and loses.

Would you describe that as principally concentrated in the automobile
industry rather than a general phenomenon? In other words, we have
one or two industries that are really distorting this unemployment
picture.

Ms. NORWOOD. I think we have a concentration of unemployment,
certainly, in the automobile industry and perhaps in some of the other
goods-producing industries.

As you could see from the data, Mr. Chairman, the establishment
survey still shows some increases in the service industries, and if you
make allowances for some of the factors that I have pointed out, I
think it shows relatively little change in the goods-producing sector.

I believe that the increase in unemployment among the blue-collar
workers, however, is a significant one.
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Senator BENTSEN. Well, I was noticing in the administration's
Economic Report that the administration has estimated that the long-
term increase in productivity would be more on the order of 1 per-
cent than the increases we have had in years past. That really does
add up to a rather dismal forecast, it seems to me.

Ms. NORWOOD. Well, as you certainly know, sir, the productivity
picture has been rather dismal. Last year, productivity declined dur-
ing the fourth quarter at an annual rate of 1.6 percent, and the decline
from fourth quarter to fourth quarter was 2 percent.

Senator BENTSEN. That's right. And if you look at it compared to
what we have had in the past, I guess that, is the worst we have had
since 1947, the worst we have had since the Depression.

Ms. NORWOOD. You are certainly right; we have had several periods
in the past-in 1969, 1973, and 1974-when there have also been de-
clines from fourth quarter to the fourth quarter.

Senator BENTSEN. When we are looking at numbers this morning
as you are talking about, would you anticipate a further decline in
productivity? Does that normally go with that?

Ms. NORWOOD. Well, of course, if manufacturers' payrolls are pared
and more workers are removed from the payrolls, the productivity
picture could, perhaps, improve. Therefore, I think, what we have here
is not inconsistent with some of the things that have been said about
changes in productivity.

Senator BENTSEN. There doesn't seem to be any general cutback in
hours and earnings for industry in general. Is that consistent with this
kind of increase in unemployment? Why wouldn't you see a cutback
on earnings and hours when you see an increase in unemployment?

Ms. NORWOOD. I think that is a really good question and I don't' know
the answer. There have been some studies done about-the effect of
changes in employment on earnings, and the fact is that many of the
earnings relationships are established over a long period of time so
that there may be no immediate reaction in wages to a decline in
employment.

On the other hand, the wage picture is not really very encouraging
in some ways. The wage picture shows over-the-year increases in the
8- to 9-percent range, which is considerably less than the Consumer
Price Index or any price measure would show.

Senator BENTSEN. Let me get to one that is of concern, particularly
along the Mexican border, and now I guess across the United States.
And that ir the question of illegal aliens in the country. I have seen
numbers all the way up to 12 million as the possible number of illegal
aliens in the country. And it is because of the nature of the problem,
that they are here illegally and not registered with anyone-I don't
see how they can get their hands on that and make serious estimates,
but I just saw one that came out from the Bureau of the Census talk-
ing about 5 million, which is substantially less than what we have
heard before.

Did the Bureau of Labor Statistics participate in that study? And,
if not, have you had the chance to review such findings? What is your
opinion of that study?

Ms. NORWOOD. No. sir, we did not participate in that study. We do
expect to review it. We have not yet had an opportunity to do so.
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Senator BmNTm8E. Do you have any opinion at this time on that
studyI

Ms. NORWOOD. Not on that study; no. It is a very difficult area about
which to get any hard facts.

Senator BENTSEN. I understand, but it is a very important area and
one that we haven't properly addressed in this country.

Ms. NORWOoD. I agree.
Senator BENTSEN. We couldn't put enough soldiers on that border

or build a fence high enough to keep people out who are coming here
for a chance to work and help their families back home where they
have quite a high unemployment rate. And yet we know that it is
intruding on American jobs here.

I see my time is up.
Representative Reuss.
Representative REpuss. Thank you, Mr. Chairman.
Ms. Norwood, the Bureau of Labor Statistics' figures show, do they

not -I refer here to their report-that while the unemployment rate
overall went up from December to January by 0,3 of a percentage
point, the unemployment rate for black workers went up by 0.5 of a
percentage point-66 percent worse than for overall. Is that not a cor-
rect reading?

Ms. NORWOOD. The unemployment rate for blacks certainly did go
up, and I believe that the increase in unemployment in the month of
JXanuary was pretty much shared by blacks and whites. One has to be
a little bit careful about reading the exact proportions, because the
population of blacks is, of course, much smaller than the population
of whites, and therefore the statistical validity of the numbers is some-
what different. That is, it takes a larger proportion

Representative REuss. Well, we have to rely on you.
Ms. NORWOOD. Let me say that since blacks represent something like

10 to 12 percent of the population, clearly there is need for a larger
change in the unemployment rate for blacks than for whites to be
certain that a real change has occurred.

Representative Rtuss. There are 25 million blacks in the country.
Can't you get a big enough sample?

Ms. NORWOOD. We represent blacks in proportion to their size in the
population.

The important point I wanted to make, sir, is that the increase in
unemployment in January was shared between blacks and whites. Sec-
ond, blacks certainly have a much higher rate of unemployment, more
than double the unemployment rate that whites have. Whether that
can be translated into specific percentages is a different question.

Representative REuss. Well, I would stipulate that always overall
figures are going to be shared by blacks and whites. What I was in-
terested in. was: Doesn't it look as if the fact is that overall and for
whites the unemployment rate went up by 0.3 of a percentage point and
for blacks it went up by 0.5--662/, percent more? And thus my point
is well telegraphed. It looks as if it is still true, does it not, that blacks
are the last hired and the first fired?

Here we have a monthly unemployment picture which, with all the
shortcomings of looking at just 1 month, looks as if a lot of people were
getting fired. And doesn't it look as if, relatively speaking, for every
three whites fired, five blacks were fired?
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Ms. NORWOOD. Well, sir, I guess the point is really that 0.3 percentage
point that you are referring to has about the same relationship to its
December level of 5.1 that the 0.5 has to the 11.3 percent. That was
the point I was trying to make. We are talking about different bases.

Yes, you are right; blacks have a very high rate of unemployment.
Whether blacks are more affected by a downturn in unemployment
depends, I think, primarily on the particular demographic makeup of
the labor force in the industries in which the unemployment occurs.

Representative REUSS. Well, my time is up, but I still haven't been
jarred from the thesis from which I started this questioning, that it is
nicer to be white than black when the firing starts.

Ms. NORWOOD. Certainly blacks have a harder time in the labor force.
There is no question about that, sir.

Representative Rzuss. Thank you.
Senator BENTSEN. Senator Proxmire.
Senator PROXMIRE. Madam Commissioner, this is a puzzling report.

It does indicate, and the big news is, I suppose, that we have for the
first time unemployment above 6 percent-the highest in a year and
a half. At the same time as we look at this and at your very helpful data
here, I see it appears to be largely regional. I note in California unem-
ployment is down; in Florida unemployment is down; in Massachu-
setts it's down; in Pennsylvania it's about the same; in New Jersey
it's up a little bit but it's below what it was 1 year ago.

So if you take the 10 biggest States as an example, we find a big
increase in Michigan, increases in Ohio and Illinois, pretty much
of a regional result of the kind you might expect with the automobile
industry leading the way for the slowdown in the economy. And it
is hard to conclude that this is a national, universal, homogenized
effect. Is that right?

Ms. NORWOOD. Yes. I think that what you are saying is that the
regional effect is, in a se~h the same thing as the industry effect, and
that those industries which happen to be in these States are the ones
that are affected.

And that was really why I was trying to insert a word of caution.
Senator PROXMIRE. You also have an interesting dispersion factor,

so to speak, which you have had forthe last couple of years, and this
is very interesting because it indicates di-er 60 percentof the industries
were actually hiring additional people and had more employment
rates than less employment. So that once again it indicates a concen-
tration in a relatively few of the industries, rather than a generalized
overall increase in unemployment.

Ms. NoRwOOEi. Yes.
Senator PRoxMIE. My third point is that this is 1 month, and be-

cause it is 1 month, and because we have had such a stable pattern, it
seems to me we have to be very careful in assuming that it is leading
us into a recession necessarily -is that right?

Ms. NORWOOD. I agTee completely, sir.
Senator PROXMTRE. Another point is that I notice that the decline in

real weekly wages was 4.5 percent for the year 1979. And I think this
must be one of the very biggest drops in real weekly wages we have
ever had outside of a serious depression or recession period. Is that
right?
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Ms. NORWOOD. I can check that, but we certainly have had a very
high rate of inflation, and I think that it probably is very nearly
true if not absolutely so. We will submit that for the record.

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

The decline in the constant dollar hourly earnings Index for production or
nonsupervisory workers on private nonagricultural payrolls was 4.5 percent
from December 1978 to December 1979. The decline in real averag weekly earn-
ings was 5.3 percent from December 1978 to December 1979. This 'is the largest
12-month decline since the recession of 1973-75. In 1974, we ba4 a 12-month
declines in real average weekly earnings of more than 5.3 percent in April,
November, and December.

Senator PROxMIrE. It seems to me this is an indication of why, as
has been indicated by so many, rather than inflation, unemployment is
our No. 1 problem and should be our No. 1 priority in economic policy.

Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. It has been called to my attention that the labor

force growth rate may not be realistic because you assume a slowdown
in the influx of women into the labor force for the coming year and
therefore you may be underestimating the unemployment potential for
1980.

How do you respond to the charge that you seem to assume that
fewer women will be entering the labor force than have entered it in
the past couple of years?

Ms. NORWOOD. You-are now talking, you mean, about our labor force
projections?

Senator PRoxmIRE. I am talking about the administration's fore-
cast, not the BLS forecast.

Ms. NORWOOD. Well, I think it is very difficult to forecast what
women will do.

Senator PROXMM. Well, that's always tough, I know. [Laughter. ]
But when you get women as a generality like this and they have a

habit of coming into the work force as they have so dramatically ever
since 1950, why should we expect that to stop now

Ms. NORWOOD. I think that is certainly true, and I might add that
the Bureau of Labor Statistics tried in the last year or two to put out
three different scenarios for labor force projections because of this
difficulty.

Senator PRoxxmT My time is up, sir.
Senator BEsEN. Congressman Bolling.
Representative BOLLINo. No questions, Mr. Chairman.
Senator BE.NTSEN. I think we are right on time.
Thank you very much, Commissioner Norwood. We appreciate your

testimony very much.
The committee stands adjourned.
[Whereupon, at 10:29 a.m., the committee adjourned, subject to the

call of the Chair.]
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CONGRESS OF THE UNITED STATES,
JOINT EcoNowc COMmirTEE,

Washington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 318,

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

Present: Senators Bentsen, Sarbanes, and Javits.
Also present: John M. Albertine, executive director; William R.

Buechner and Mayanne Karmin, professional staff members; Betty
Maddox, administrative assistant; and Carol Corcoran and Mark R.
Policinski, minority professional staff members.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. This hearing will come to order.
The news today is that inflation still obviously remains the No. 1

problem in the country. Producer prices rose in February at the an-
nual rate of 19.6 percent. While consumer foods fell slightly, prices of
manufactured goods rose at an annual rate of almost 27 percent. Dur-
ing 1980, the prices of manufactured goods have risen at double the
1979 rate, as the chart shows [indicating]. Obviously that's going to
have a serious effect on consumer prices in the months ahead.

My concern is how much of that may be a marking up of prices by
manufacturers trying to anticipate wage and price controls. I really
see little prospect for relief from inflation in 1980 under current eco-
nomic policies. The only way our Nation can absorb external price
shocks like the recent increase in the price of petroleum is through pro-
ductivity growth and, unfortunately, the policies just haven't been
put into place to strengthen productivity' in this country.

The inflation fight has fallen almost entirely to the Federal Reserve
Board but we cannot and we should not allow the Fed to fight this
battle alone. Our first priority must be to work toward a balanced
budget. We have to show that we have discipline and that we have the
tools to put the Federal Government's financial house in order. I think
we have to do something to reverse the psychology of inflation expec-
tations in this country, to convince the American public at least sym-
bolically that we are trying to get control of the situation and turn
it around.

We also ought to be planning for a modest tax cut in the area of
$25 billion during 1981. At least half of that should be targeted to-
ward increasing productivity by stimulating savings and investment

(29)
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in this country. If we fail to reverse our dismal productivity per-
formance, we are going to make very little headway in fighting
inflation.

The unemployment picture improved slightly during February to
6 percent, but total employment rose only slightly and the 1.5 mil-
lion jobs created between February 1979 and February 1980 was the
smallest number in 4 years. Those figures show that we probably
won't go into an early recession.

Our witnesses today are Jerome Mark, Assistant Commissioner,
Office of Productivity and Technology; John Layng, Assistant Com-
missioner for Prices and Living Conditions; and Mr. John E. Breg-
ger, Chief, Division of Employment and- Unemployment Analysis.-
I'd like to now defer to my colleague, Senator Sarbanes, for any com-
ments he might have.

Senator Sarbanes.

OENINo STATEMENT OF SENATOR SA RANES
Senator SARBANES. Thank you, Mr. Chairman.
First, I want to say that to the extent the unemployment rate figure

can be interpreted as meaning we are not going into a recession, I
welcome it. I happen to think it's a- bankruptcy in economic thinking
and economic policymaking to seek to have a recession. The objective,
amongst others, is to avoid a recession and if these unemployment fig-
ures justify the view that we are not moving in that direction, I think
it's a welcome thing.

I think that the inflation problem can be dealt with in a number of
ways, including the breaking of the psychology of inflationary expec-
tations, without throwing the economy into a downspin with all the
concomitant costs that that will bring with it.

I also hope the witnesses this morning-and I notice they do to
some extent in their statements-will, in the course of testifying on
the price index, go into some detail on the components that make
this up, in addition to dealing with the overall figure. I think it's
extremely important that we focus on the components as We consider
policies to address the problem. It is important to know its com-
position in order to respond intelligently to the situation with which
we are confronted.

Senator BENTSEN. Mr. Mark, please proceed.

STATEMENT OF JEROME A. MARK, ASSISTANT COMMISSIONER,
OFFICE OF PRODUCTIVITY AND TECHNOLOGY, BUREAU OF
LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSISTANT COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND JOHN E. BREGGER, CHIEF,
DIVISION OF EMPLOYMENT AND UNEMPLOYMENT ANALYSIS

Mr. MARK. Mr. Chairman and Senator Sarbanes. I am Jerome A.
Mark. Assistant Commissioner, Office of Productivity and Tech-
nology; on my left is John E. Bregger, Chief, Division of Employ-
ment and Unemployment Analysis; and on my right is John Layng,
Assistant Commissioner, Office of Prices and Living Conditions.
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Commissioner Norwood regrets she cannot be here today. As you
know, she has been ill and she just left the hospital today and will
be back in time for the next hearing.

Mr. Bregger will give a brief statement on the employment situation
first and then he will be followed by Mr. Layng to give a statement on
the price situation.

Senator BENTSEN. Mr. Bregger, please proceed.
Mr. BawEO . Mr. Chairman and members of the committee, I am

pleased to have the opportunity to provide the Joint Economic Com-
mittee with a few brief comments to supplement our Employment Sit-
uation press release that was issued this morning at 9 a.m.

The overall employment situation held about steady between Jan-
uary and February, as the unemployment rate, the number of unem-
ployed, and the total number of employed persons all showed little
change over the month. There was, however, a reduction in average
hours worked.

The overall unemployment rate was 6 percent, compared with 6.2
percent in January. There was little change between the 2 months, how-
ever, because a good part of the difference was due to rounding. Con-
firming the overall change, jobless rate movements among most in-
dividual worker groups were small and nonsignificant.

The general slowdown in employment growth which we reported
last month is still in evidence. The household and payroll surveys each
report relatively small over-the-year employment growth, and the pro-
portation of the population that is employed is no higher than a year
ago.

While, the number of payroll jobs increased by 140,000, the increase
was essentially confined to the service-producing sector, particularly
trade. Manufacturing employment was unchanged, though transporta-
tion equipment-recovered the job losses of the prior month. Construc-
tion employment edged down, following an unexpectedly large in-
crease in January.

There was a reduction in hours of work in February that may bear
watching. The workweek for persons on private nonagricultural pay-
rolls declined by 0.2 hours, with decreases widespread throughout both
the goods- and service-producing sectors. The factory workweek,
which is among the most cyclically sensitive indicators, also declined
two-tenths of an hour. As a result of these developments, the ag-
gregate hours indexes for both all private production workers and
manufacturing workers declined over the month.

Thank you, Senator.
[The table attached to Mr. Bregger's statement follows :]
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UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-Il
X-l1 ARIMA method method

Uned- (former
Justed Concur- official Range

Month and year rate Official rent Stable Total Residual method) (cols. 2-8)
(1) (2) (3) (4) (5) (6) (7) (8)

1979:
February --------------- 6.4 5.7 5.7 5.8 5.7 5.6 5.7 0.2
March ----------------- 6.1 5.7 5.7 5.8 5.7 5.7 5.7 .1
April ------------------ 5.5 5.8 5.8 5.8 5.8 5.9 5.8 .1
May ------------------- 5.2 5.8 5.8 5.8 5.8 5.9 5.8 .1
June ------------------ 6.0 5.7 5.7 5.5 5.7 5.7 5.7 .2
Jtly .------------- 5.8 5.7 5.7 5.7 5.8 5.8 5.7 ,1
August ---------------- 5.9 5.9 5.9 6.0 5.9 5.9 5.9 .1
September ------------- 5.6 5.8 5.8 5.8 5.8 5.8 5.8
October --------------- 5.6 5.9 5.9 6.0 5.9 6.0 5.9 .1
November ------------- 5.6 5.8 5.8 5.9 5.8 5.8 5.8 .1
December.--------- 5.6 5.9 5.9 6.0 5.8 5.9 5.9 .2

1980:
January --------------- 6.8 6.2 6.1 6.2 6.2 6.2 - 6.2 .1
February --------------- 6.8 b. 0 6.1 6.0 6.1 5.9 6.0 .2

Source: U.S. Department of Labor, Bureau of Labor Statistics, March 1980.

NOTES TO TABLE COLUMN NUMBERS

1) Unadjusted rate. Unemployment rate not seasonally adjusted.
2) Official rate (X-11 ARIMA method). The published seasonally adjusted rate. Each of the 3 major labor force

components-agricultural employment, nonagricultural employment and unemployment-for 4 age-sex groups-males
and females, ages 16-19 and 20 yr and over-are seasonally adjusted Independently using data from January 1967
forward. The data series for each of these 12 components are extended by a year at each end of the original series using
ARIMA (auto-regressive integrated, movie rlLaverage) models chosen specifically for each series. Each extended series Is
then seasonally adjusted with the X-I1 polbon of the X-I1 ARIMA program. The 4 teenage unemployment and nonagri-
cultural employment components are adjusted with the additive adjustment model, while the other components are
adjusted with the multiplicative model. A prior adjustment for trend is applied to the extended series for adult male
unemployment before seasonal adjustment. The unemployment rate Is computed by summing the 4 seasonally adjusted
unemployment components and calculating that total as a percent of the civilian labor force total derived by summing all
12 seasonally adjusted components. All the seasonally adjusted series are revised at the end of each year. Extrapolated
factors for January-June are computed at the beginning of each year' extrapolated factors for July-December are computed
in the middle of the year after the June data become available. Each set of 6.mo factors are published in advance, in the
January and July issues, respectively, of Employment and Earnings.

(3) Concurrent (X-1I ARIMA method). The procedure for computation of the official rate is followed, except that the
data are reseasonally adjusted each month as the most recent data become available. Extrapolated factors are not used at
all In this method. For example, the rate for January 1980 would be based, during 1980, on the adjustment of data for the
period January 1967 through January 1980. The rates for the current year are shown as first computed. Since the revision
pattern and procedure for computation of the rate are Identical to the official procedure, the results of this method will be
identical to the official rate at the beginning of each year when the most recent observation Is December.

(4 Stable -11 ARIMA method). Each of the 12 labor force components is extended using ARIMA models as in the
official procedure and then run through the X-i1 part of the program using the stable option. This option assumes that
seasonal patterns are basically constant from year-to-year and computes final seasonal factors as unweighted averages
of all the seasonal-Irregular components for each month across the entire span of the period adjusted. As In the official
procedure, factors are extrapolated in 6-mo intervals and the series are revised at the end of each year. The procedure for
computation of the rate from the seasonally adjusted components is also identical to the official procedure.(5) Total (X-11 ARIMA method). This Is one alternative aggregation procedure, in which total unemployment and labor
force levels are extended with ARIMA models and directly adjusted with multiplicative adjustment models in the X-1I
part of the program. The rate is computed by taking seasonally adjusted total unemployment as a percent of seasonally
adjusted total civilian labor force. Factors are extrapolated in 6-mo Intervals and the series revised at the end of each year.

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

(7) X-I method (former official method). The procedure for computation of the official rate is used except that the series
are not extended with ARiMA models and the factors are'projected in 12-mo intervals. The standard X-l! program is
used to perform the seasonal adjustment.

Methods of adjustment: The X-Il ARIMA method was developed at Statistics Canada by the seasonal adjustment and
times series staff under the direction of Estela Bee Dagum. The method is described In the X-i1 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagnum, Statistics Canada Catalogue No. 12-564E, September 1979.The standard X-1I method is described in X-Il Variant of the Census Method it Seasonal Adjustment Program, by
Julius Shiskin, Alan Young and John Musgrave (technical paper No. 15, Bureau of the Census, 1967).
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Senator BENTSEN. Mr. Layng, please proceed as you wish.
Mr. LAYNG. Thank you, Senator. In the price area, this year began

much the same way last year ended. The January Consumer Price
Index increased 1.4 percent, a substantial acceleration from the aver-
age monthly increase of 1 percent we observed in the fourth quarter
of 1979. Prices of energy items jumped 4.6 percent. This was a sharp
acceleration from increases in October and November which had
slowed to 1.3 percent and 0.9 percent, respectively, and was an in-
crease equal to the largest increase recorded in 1979. Gasoline prices
jumped 7.4 percent and home heating oil prices increased 5.3 percent.
This development is particularly disturbing if it i* a sign that energy
price increases this year are going to match last year's increase of
37 percent. A change of this magnitude would, by itself, add almost
4 percentage points to the inflation iate this year.

This, of course, includes only the direct impact of energy price
increases on the CPI. Energy in one form or another gets into vir-
tually every good and service we consume. One fairly clear example
of this in the CPI is in the area of public transportation. In 1979,
airline fares increased 32 percent, largely as a result of a 75 percent
increase in producer prices for jet fuel. When the indirect impacts
of higher energy costs are added up across all affected sectors, the total
effect can be significant.

Increases in mortgage interest rates and house prices also played
a major role in the January increase in the CPI. Mortgage interest
rates rose 3 percent and house prices increased 0.9 percent. All com-
bined, direct energy, mortgage interest rates, and house prices ac-
counted for about 60 percent of the 1.4 percent rise in the January
CPI. This means that if these items had not risen in price, the
CPI increase in January would have been between four-tenths and
five-tenths of 1 percent.

Changes in the CPI reflect, to a significant degree, changes in pro-
ducer prices. The most recent data in this area for February, which
were released this morning, showed finished goods prices increasing
1.5 percent. During the first 2 months of this year, finished goods
prices increased 3.1 percent, an acceleration from the end of last year
and a very large increase by historical standards. These increases oc-
curred even though food prices fell for the second consecutive month.

Much of the acceleration in January and February was due to
energy items-namely, gasoline and fuel oil. In February alone, fin-
ished energy items increased 7.5 percent, the largest 1-month change
since March 1974 when energy prices jumped 8.8 percent. For items
other than food and energy, prices jumped 2.1 percent in January and
then slowed in February to an increase of 1.2 percent. Price increases
for gold and silver jewelry played a role in these increases, but other
items also rose sharply during the first 2 months of this year. Apparel
prices rose following very little increase in 1979. Tire prices rose 6
percent as they continue to reflect the almost 50-percent rise in crude
natural rubber prices over the last year. Paper and tobacco products
were other areas of finished goods which increased in price.
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At the intermediate and crude stages of production, prices also
continued to rise at a rapid pace in January and February. While
energy items at these levels continue to account for a significant part
of the price rises that have occurred, other nonfood items continue
to rise by large amounts relative to the past. Prices of intermediate
or semifinished goods other than food and energy increased 1.1 per-
cent in February following a 2.8-percent rise in January. For crude
materials, the increase in goods other than foodstuffs and feedstuffs
and energy was 4.4 percent in February and 2.4 percent in January.
In summary, the producer price data for January and February in-
dicate that price pressure may be accelerating.

Thank you.
[The Employment Situation press release referred to follows:]
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THE EMPLOYMENT SITUATION: FEBRUARY 1980

The overall employment situation in February was little changed from January, the Bureau of

Labor Statisticq of the U.S. Department of Labor reported today.

Total employment--as measured by the monthly survey of households--gas close to 98 million

for the third consecutive month. Since February a year ago, employment has grown by a modest

1.5 million. The Nation's unemployment rate was 6.0 percent, compared with the January rate of

6.2 percent.

Nonfarm payroll employment--as eessureS by the monthly survey of eatablils ents--rose

slightly from the January level. Payroll jobs have Increased by 2 million since February 1979.

Hours of work, as measured by the same survey, declined over the month.

Unemployment

The number of unemployed persons in February, 6.3 million, and the unemployment rate, 6.0

percent, were little changed from the previous month. The two-tentha difference in the rate

from January to February is overstated because of rounding; the actual change is not

statlstlcally significant. Unemployment had risen in January from a 17-month plateau during

which time the overall rate had fluctuated narrowly between 5.7 and 5.9 percent.

Jobless rates for most wrker categories shoved little movement in February. Accordingly,

unemployment rates for adult men (4.6 percent), adult women (5.7 percent), teenagers (16.5

percent), whites (5.3 percent), and blacks (11.5 percent) wre about the same as in January. In

contrast, there were jobless rate declines for married men and workers In durable goods

manufacturing, groups which had experienced sharp increases In joblessness in the prior month.

(See table A-2.)

Total Employment and the Labor Force

Total employment was little different from the January level, although employment among

adult men rebounded from a sharp drop s month earlier. Employment rose 1.5 million from

February 1979, the smallest over-the-year change in more than 4 years.

The civilian labor force wa little changed from January's level and up 2.0 million over the

voar. The civilian labor force participation rate was at a high of 63.9 percent for the last

three months. (See table A-1.)
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Industry Payroll Employment

Nonfarm payroll employment rose by 140,000 in February to 90.7 million. (See table B-1.)

Since February 1979, payroll employment has grown by 2 million or 2.3 percent. As with total

employment, the pace was slower than anytime in the previous 4 years.

As in the prior month, February employment growth was concentrated in the service-producing

sector, and the biggest increase Qas in trade (up 110,000). Employment in the services industry

also rose over the month, by 60,000. Over the past year, jobs in trade have grown by 475,000

and services by 700,000.

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

[ Quarterly averages I Monthly data
III

Selected categories I I I Jan.-
J 21978[ 1979 I 1979 - 1980 Feb.

I I 1 I I I Cha n
I IV I II I IV I Dec. Jan. I Feb.

HOUSEHOLD DATA I
- Thousanda of person

Civilian labor force ................... l101,5381103,2381103,7491103,9991103,2291104,2601 3F-
Total employment .................... 1 95,6531 97,2311 97,6651 97,9121 97,8041 97.9531 149
Unemployment ........................ 1 5,8851 6,0081 6,0841 6,0871 6,4251 6,3071 -118

Not in labor force ..................... I 58,3841 58,5681 58,8421 58,8101 58,7911 58,9511 160
Discouraged workers .................I 7721 7311 7411 N.A. N.A.I N.A.I N.A.

I I I

Percent of labor force
Unemployment rates: II 1 1 1

All workers ......................... 5.81 5.81 5.91 5.9) 6.21 6.01 -0.2
Adult men ........................... 4.01 4.21 4.21 0#.21 4.71 4.61 -.1
Adult women ......................... 5.71 5.61 5.71 5.71 5.81 5.71 -. 1
Teenagers ........................... 16.21 16.21 16.11 16.01 16.31 16.51 .2
White ............. ................. 5.01 5.11 5.1! 5.1) 5.4! 5.31 -.1
Black and other .................... 11.5) 10.91 11.21 11.31 11.81 11.51 -. 3
Full-time workers ................... 5.21 5.31 5.41 5.41 5.71 5.61 -.1

I I I I

ESTAILJSCNT DATA
Thousands of iobs

Nonfarm payroll employment ............. 87,7991 89,7591 90,1081 9
0
,
24

1190,59OpI9O,
7
31pl 1

4
lp

Goods-producing industries .......... I 26,1111 26.6381 26,5871 26,655126.778p126,771pl -7p
Service-producing industries ...... I 61,6881 63,1211 63.5211 

6 3
,5

86
16

3
,
8
12p1

63
,960pl 1

48
p

I. I I I I I

Hours of work
Average weekly hours- [ I I I I

Total private nonfarm .............. I 35.81 35.61 35.71 35.71 
3
5.

6
p 35.4pi -0.2p

Manufacturing...................... I 40.61 40.2t 40.21 4(.21 40.3pi 
4

0.lpl -. 2p
Manufacturing overtime .............. I 3.7l 3.21 3.2! 3.21 3.2p1 3.lpl -. lp

I I I I ava I
p-preliminary MA..not available
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Overall manufacturing employment was little changed in February, although there were

offsetting movements among the component industries. A strike contributed to an employment drop

of about 50,000 jobs in petroleum and coal products. On the other hand, employment in

transportation equipment nearly returned to its December level, following a drop in January.

This industry has been relatively weak since last summer and has comprised the bulk o the

overall manufacturing job decline of 115,000 over the past year.

Construction employment edged down following an unusually large increase in January. Mining

continued its long-term uptrend; employment in this industry has advanced 7.9 percent over the

past year.

Hours

The average workweek of production or nonoupervisory workers on private nonagricultural

payrolls fell by 0.2 hour in February to 35.4 hours; the most marked declines occurred in tie

goods-producing sector. In manufacturing, the wor:-,eek fell by 0.2 to 40.1 hours, and overtime

was down a tenth of an hour to 3.1 hours. (See table B-2.)

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

nonfarm payrolls fell by 0.2 percent to 126.4 (1967-100) in February but was still up 1.4

percent over the year. The manufacturing index fell 0.3 percent over the month and has declined

3.0 percent since February 1979. (See table B-5.)

Hourly and Weekly Earnings

Average hourly earnings of production or nonsupervisory workers on private nonagricultural

payrolls rose by 0.5 percent in February and were up 7.5 percent over the year (seasonally

adjusted). Average weekly earnings declined by 0.1 percent from January but have risen by 6.6

percent over the year.

Before adjustment for seasonality, average hourly earnings rose 4 cents in February to $6.46

and were 46 cents above February 1979. Average weekly earnings were $226.75, up $1.41 over the

month and $14.35 over the year. (See table B-J.)

The. Hourly Earnings Index

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

242.2 (1967-100) in February, 0.8 percent higher than in January. The Index was 8.1 percent

above February a year ago. In dollars of constant purchasing power, the Index decreased 5.2

percent during the 12-month period ended in January. (See table B-4.)
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Explanatory Note
This news release presents statistics from two major

surveys, the Current Population Survey (household
survey) and the Current Employment Statistics Survey
(establishment survey). The household survey provides
the information on the lasoi force, total employment,
and unemployment that appears in the A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
65,000 households that is conducted by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The establishment surv,:y provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears tn the B tables,
marked ESTABLISHMENT DATA. This information
is collected from payroll records by B.S in cooperation
with State agencies. The sample includes approximately
162.000 ectablishments employing more than 32 million
peo-rle.

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

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

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

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

People are classi -.d as employed if they did any work
at all as paid civilians; worked in. their own business or
profession or on their on farm; or worked 15 hours or
more in an enterrsric operated by a member of their
family, whether they were paid or not. People are also
counted as ermplnoed if they were on unpaid leave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

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

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

The civilian labor force eqals the sum of the number
employed and the number unemployed. The unemploy-
ment rate is the percentage of unemployed people in the
civilian labor force. Table A-4 presents a special group-
ing of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor force.
The definitions are provided in the table. The most
restrictive definition yields U-I, and the most com-
prehensive , -'.; rt -. The official unemployment rate
is U-5.

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

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

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

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

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

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

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

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

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

Measures of civilian labor force, employment, and
unemployment contain components such as age and sex.
Statistics for all employees, production workers,
average weekly hours, and average hourly earnings in-
clude components based on the employer's industry. All
these statistics can be seasonally adjusted either by ad-
justing the total or by adjusting each of the components
and combining them. The second procedure usually
yields more accurate information and is therefore
followed by BLS. For example, the seasonally adjusted
figure for the civilian labor force is the sum of eight
seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment is the sum of the four
unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian labor
force. -

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

Sampling variability
Statistics based on the household and establishment

surveys are subject to sampling error, that is, the
estimate of the number of people employed and the
other estimates drawn from these surveys probably dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount
of the differences can be expressed in terms of standard
errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey,
and other factors. However, the numerical value is
always such that the chances are 68 out of 100 that an
estimate based on the sample will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on
the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At
the 90-percent level of confidence--the confidence limits
used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or
minus 293,000; for total unemployment, it is 185,000;
and, for the overall unemployment rate, it' is 0.19-
percentage point. These figures do not mean that the
sample results are off by these magnitudes but, rather.
that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ from the
estimates by more than these amounts.

Sampling errors for monthly surveys are reduced
when the data are cumulated for several months, such
as quarterly or annually. Also, as a general rule,
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.

-And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller

-thi,' is the error-odrTn jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .23 percentage point: for teenagers, it is
1.06 percentage points.

In the establishment survey, estimates for the 2 most
current months are based on incomplete returns: for this
reason, these estimates are labeled preliminary in the
tables. When all the returns in the sample have been
received, the estimates are revised. In other words, data
for 'he month of September are published in
preliminary form in October and November and in final
form in December. To remove errors that build up over
time, a comprehensive count of the employed is con-
ducted each year. The results of this survey are used to
establish new benchmarks-comprehensive counts of
employment-against which month-to-month changes
can be measured. The new benchmarks also incorporate
changes in the classification of industries and allow for
the formation of new establishments.

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

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for $2.75
per issue or $22.00 per year from the U.S. Government
Printing Office, Washington, D.C. 20204. A heck or
money order made out to the Superintendent of
Documents must accompany all orders.

Employment and Earnings also provides approxima-
tions of the standard errors for the household survey
data published in this release. For unemployment and
other labor force categories, the standard errors appear
in tables A through I of its "Explanatory Notes."
Measures of the reliability of the data drawn from the
establishment survey and the actual amounts of revision
due to benchmark adjustments are provided in tabes K
through P of that publication.
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HOUSEHOLD DATA HOUSEHOLD DATA

Table A-1. Employment status of the noninstitmie9a0 population

I ,m Fb... . Fe.. .. . .' ct. Nov. Doc. Jan._.... Feb.

1979 1990 1990 1979 1979 1979 1979 1990 1980

T.Wqtd P-P w' .162.633 165. I01 165,298 162.633 164.468 169,682 16.898 t65.101 165.295
Ar.W 1-' 2.099 2.001 2,096 2,099 2,093 2.092 2.089 2.061 2,086
O"A,~,3699 160.539 163.020 163,211 160,539 162,375 S62,509 162.809 163,020 163.211

a, *wr to 101,249 103.188 103,257 102,379 103,595 103.652 103.999 104.229 104,260
pi m Wm 63.1 63.3 63.3 63.9 63.8 63.8 63.9 63.9 63.9

I'0 . . 94.765 96, 145 96,266 96,996 97.476 97.608 97. 912 97,04 97.9953
9, 56.3 58.2 59.2 59.3 59.3 59.3 59.6 59.2 59.3

9qbi 2.796 2.702 2.836 3.307 3.290 3.365 3.359 3.270 3,326
ftwww A . .. 91.969 93.363 93.428 93,189 99,180 94,22-3 94,553 94. 534 90.626

Lb9.,96 6.9 7.0913 6.993 5,883 6.121 6.049 6.087 6.925 6.307
0-agw. re. 6.6 6.8 6.9 5.7 5.9 5.9 5.9 6.2 6.0

Pow. 6 . . . . 59.290 59.032 59. 954 59.160 58.762 58.937 58,10 50,791 50,951

To,3 m iw . ...., 69.976 70.655 70,792 69,476 70.380 70.07 70.596 70,695 70.792
C14W.-.dn-m pmm . 67.916 69.097 69.160 67.816 68,697 68.009 68.990 69.097 69.130

040mb1o ... . 53.961 5,613 5.749 54.349 59,760 54.709 54.781 54.855 55,038
P pwo 79.6 79.1 79.2 90.1 79.7 79.5 79.5 79.6 79.6

,- - 51.32, 51.503 51.658 01.21 1 .1 3 12.379 .52.70 52.279 52,53111WVt.PM W1.'* 17 3; '1. 72;1 73.0 75. I ° 7. 74.3 73. 9 711.2
2.117 2.60 2.213 0.329 2371 . 2.427 2,307 2.435

"W.q.*M'0 w3199 49.207 934 99.65 99.62 50,072 9.936 50.051 9.892 50.096
2.637 3.110 3.091 2 13e 2.317 2.335 0.703 2,577 2,507

9.9 5.7 5.6 3.9 9.2 9.3 6.2 4.7 4.6
13,855 19.936 11.391 13.67 10.937 19.095 1.159 14,192 14.102

T1,P ,*,9.693 o953.' . . 76,90 77.779 77,990 76.490 77,929 77,567 77.666 77.779 77890
76,332 77.656 77.766 76,332 77,309 77.626 77.54 77.656 7.7766

Or4 wbw . . 38,525 39.060 39.991 37.399 39.362 39.995 39.659 39.679 39"157
pw, p~r- 50.5 51.3 51.9 50.3 90.9 50.9 51.1 59.6 51.3

36, 193 37.441 37.609 36.197 379112 37.268 37.902 37.573 37.609

97.3 98.1 48.3 47.4 97.9 98.0 4.2 99.3 69.3
r- . . .. 942 307 426 593 512 612 592 590 567

6.00, W u 0 35,751 37,039 3715 35,609 36.590 36,636 36.820 37.034 37,037
2,332 2.99 2.302 2.200 2,250 2:197 2.257 2,329 2.256

u7'" . 6. 1 6.1 6.0 5.7 5.7 5.6 5.7 5.0 5.7
ra 0 4bv h. . 37,07 37,796 37.776 37,933 37,966 37,961 37,893 37,776 37,909

0.. , I& It 9'9

T109 0"L .7- o3v. .3i 9' . .... 16,717 16.627 16.616 16.717 16.659 16.69 16.639 16,627 16,616
Ciil *-,. M,' 16.391 6,317 16.305 16., 391 16.:70 16.30 16,306 16.317 16.305

C"- 9.. - 0,763 8.715 9.517 9,631 9.473 9.490 9.559 9,497 9.365
9,r ~ .3.5 53.9 52.2 59.8 57.9 50.1 5.6 58.2 57.9

E-O . . 7,268 7,201 6.997 8.069 7.919 7,986 802 7.952 7,918
E 93.9 43.3 92.1 99.6 47.5 48.0 90.3 97.8 07.1

A9i.3 t. . . 279 215 190 385 351 335 350 349 325
sftlr.At" . 7.011 6.966 6.799 7.703 7,568 7.651 7.682 7.609 7,693

.. ..... . 1.515 1.514 1,520 1,543 1554 1.512 1,527 1.595 1597
U9-Worvom r . . 17.3 .1 17.9 6.0 16.9 15.9 16.0 16.3 16.5

fin I, law 3 k 7.29 7.01 .789 6,7,0 6.997 6.8a 6,767 6.820 6.9-0

Tt.192,.993 11991.21 149.570 62.493 t93,937 194,101 14,267 199.621 144.570
0.0im 10,825 2.06 192,951 40,825 142,296 142.461 142.645 142,606 142.951

*F.A. Ie.. ... 89.215 90.950 91.029 90.250 91,167 91,292 91.59 91.852 91,977
63.4 63.7 63.7 69.1 64.1 66.0 66.2 64.3 69.3

937 85.420 85,590 95,796 96.94 86,571 86.9 86,995 97,081
9ffO" .WPAM, W109 59. 1 59.1 59.2 60.2 60.1 60.1 60.2 90.2 60,2

9O d .. . .. 4,970 5,530 5.990 9,969 9.693 9.671 9.685 9.957 9,b96
L vwlv. i 5.6 6.1 6.0 6.9 5.1 5.1 5.1 5.9 5.3

Il -... .. .. . 51.619 51.856 51.92t 00.515 51.049 51.219 51.066 52.959 30.975

T"',-1." ~w pp. . . . 20,140 20,60 20.727 20,160 20.531 20.560 20.631 20,690 20,727
O,9*'.3.,,167- 00. . . 19, 716 20,214 20.261 19.714 20,079 20,128 20,193 20,299 20.261

12... ,.W033 12.238 12.228 12.177 t2.512 12.391 12.932 92.5i 12.362
"*p . 61.0 60.5 60.9 61.9 62.3 61.6 61.7 61.6 61.0

E o 10,527 10,725 10.725 10,766 11,076 11.044 11.024 10,979 10,937
52.3 51.9 51.7 53.9 53.9 53.7 53.4 53.1 52.8

... . .. 1.506 1.513 1.503 1.31 1.836 1.347 1.908 1,974 1,924
U-0 w ... . . 12.5 2. 12.3 11.8 11.5 10.9 11.3 11.0 11.5
39. 7,690 7.976 9.033 7,503 7,567 ,7.737 7,73 7,769 7,99

15T. qw4. 09 A-.1 P.- "P. - -I9*-3% -- " -"-,9 *0-9. ' iokv909 ip- cO9.9 ft999. WW1 .0,86993193 Pw.
9

31.. [cidb 9.93
WWO9d W0M W~ 9M9ft .W0101 490999 M*W II-aI
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Toble A-2. Majo. mnemp1oymnt Imvdicstu. 09nmmly adjsa.6.d

Peb. Feb. 0e5. Oct. lo,. Feb. Js.. 1..

1979 1980 197 1979 1979 9979 190 19

T1.9 If 9 w w 5...3 6.307 5.7 5.9 5.6 5.9 6.2 6.0
k . w O , . 2.138 2.507 3.9 9.2 4.3 9.2 9.7 9.6

.31) 2.202 2,254 5.7 5.7 0.6 5.7 5.8 5.7
s iil. 1.593 1.597 16.0 16.11 15.9 16.0 16.3 16.5

9.96, 9 . . . 19.6 9 ,896 9.9 5.1 5.9 5.1 5.9 5.3
k, X90.a 1.637 1,969 3.9 3.7 3.7 3.7 9.1 9.0
w. - 31) . , 1.662 1.776 5.0 S.0 4.9 5.0 5. 5.2

.....196 . .. . 1.165 1.156 13.6 1.1 13.9 13.9 1.0 1.6

,-"o, low..... 1.93, ,.909 11:: 11:5 90.0 1.:3 1. 191.
5 203 5,6 0.6 0.6 8. 6.6 9.6 9.22 . 59 9 968 10.9 10.2 9.5 90.0 90.0 9.0

am t.1l1lo . . 379 392 39.9 35.1 32.6 39.3 39.6 37.9

1k91m89. 91 1.05 1.232 2.9 2.9 2.9 2.8 3.4 3.1
9.25 0 1,330 5.3 0.2 . 5.0 5.2 5.4

S09 930 9.3 a.9 9.9 9.4 9.2 6.5

. . .. 4 ,942 5.2 5.4 5.9 5.9 5.7 5.6I ev l . . . .. . . . . 1,337 1.383 8.8 1.9 0.3 0.5 8.7 0.5
l6.9.9.,96 * 1.239 1.286 1.2 1.2 1.1 1.2 1.3 1.2

-- -- 6.2 6.9 6.9 6.9 6.7 6.6

1,707 1,779 3.4 3.4 3.2 3.3 3.4 3.4
w 372 361 2. 2.7 2.4 2.3 2.2 2.3l l, .... 210 251 2.0 2.2 1.9 2.0 1.8 2.2

2 . 267 291 5.2 3.8 3.7 3.9 4.4 4.5
c5h. w - +90 675 17 9.7 9.4 9.6 9.8 9.7

9.-3 . .. - 2.233 2.632 6.5 7.2 7.5 ?.2 0.0 7.1
5,h0k.*.d."9-. 613 617 9.5 9.6 9.9 9.9 11.9 9.0
oI0 la * w9 .. 918 1,076 7.9 9.1 9.0 9.0 9.9 9.2
Tlvo t 191 255 5.0 5.6 5.2 5.0 9.9 9.7

511 659 9.7 10.7 12.2 12.2 12.3 12.0
S,9w.om 1,007 967 7.3 6.0 6.6 6.6 6.9 6.0f"t wor- .. ... . .. . . 96 111 3.41 4.2 41.5 4.3 41.4 3.9

-v wp..o+... +- .4... .. 15 6.590 5.96 5.9 9.6 5.9 6.2 6.0
. ... 553 $so 10.9 9.9 10.2 10.5 10. 10.5

1.109 1.48 9.9 9.0 5.9 5.9 9.7 6.9
5 ... .. 579 992 6.2 S.5 5.6 5.5 6.7 0.9

N5M." P-6 .. .. ..... 525 606 5.9 6.9 6.3 6.6 6.8 Z.I
5r.mtv w -i 79 239 3.2 3.0 9.2 9.1 9.9 9.9

9lk.*rotwv.. 1.233 1.25 6.5 6.9 6.5 6.9 6.6 6.9
9.W d . .. 1.079 4.04 4 .6 9.0 4.6 6.7 6 9.6

609 693 39 9.0 3.9 3.6 3.6 6.0
91. 193 6.9 9.9 10.9 9.9 50.3 0.2

AW.W i, IM 6V " 909 W W- M W8 0- #94N
9999.o.6 - .6869069999m68
. 919w 09 6fwtw waow18..8 am..~ 0wwlk u.9 94
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Teble A-3. Selected emplowoymrnt Indicators

sa. Feb. Feb. Feb. Oct. Nov. Dec. Jae. Feb.

1979 1980 1979 199 1979 1979 11960 190

YamFPnO tsf 8 wc- ., .. 96. 765 96.264 16.69 17,.7. 97.60 97,912 97.604 97.953
.. ........ .. .. 55,032 55.359 56.76 56.629 56,580 96,734 56.486 56,732

...... 39.733 40.945 90.020 40.645 41,028 41,178 41,316 61,221
38,744 38.410 39,29t 39.124 3,0.45 30,924 38.749 36.955
22,587 23.271 22,$22 22.919 22,140 23,027 23.111 23,178

OOCATfOM

9i.9t9I9 ..... ....... . 48.911 50.525 48.036 49.73* 4,912 49,911 50,313 50,448
h~m- ......... 15,244 15,753 19.950 15:057 15.131 15,272 15:337 15.667

VolopmrW kfM "OW ft ... 10,258 10.850 0.379 5639 _ 10.617 10, 535 1068 10.71
5" .. . . . 5.963 6.055 4,090 6,261 6,362 6,346 6.452 6.195

97WW k . . .6447 17.86 17.417 17.781 17,802 17,756 17,915 17,868
g*oomn~~ (w ..... . 30,927 30,527 32,176 32.205 32,110 32,302 31.092 31,754

12.505 12.346 12.896 13.001 12.925 13,041 12.814 52,726
Opr -w , .... .. 10.657 10,426 10.901 10,967 10.963 11,062 10,678 10,661

Trwmwl 0m f- ....... 3,535 3,507 3.602 3,$93 3,628 3,635 3.656 3,571
k. 4230 4.248 4.775 4,644 4.594 4,584 4,776 4.785

S. .. .. ... t2.603 12,868 12.804 12.937 12.899 12.970 12,79 13.000
r-.ok.. 2.324 2,367 2.746 2.695 2,738 2,694 2,660 2.764

MAJOR "NOWN.' V A ND CLAIM
Of WOKE R

w . vu~i -h-.. . - 1.166 6.158 1,425 1,381 1.475 1.451 9,428 1,417
5.f666d - 1.410 1,498 1,556 1,602 1.622 1,596 1.554 1,66

rv," q. 212 10 334 313 310 310 293 283

05 ,~ ....... . 5067 86,261 016 12 96,982 07,020 07.3841 97.578 87,419

15.560 15,773 15,322 15423 5,35B 15.397 15.414 15,540
165.. I4.vi . 9,500 70.495 70,870 71,559 71662 71,987 72.163 71.878

5,M ........ 1.265 1,121 1,326 1.261 1.211 1,226 9.132 1.178
0Ow m*69 .5...... 68,23S 6.374 69,S42 70,298 70,51 70,759 71.031 70.702

.66.0 , ,486 6.796 6,591 6,812 6,761 6.731 6.752 6,699
u66wf8- .......... 416 364 455 430 617 409 379 397

04xvr - - 67.692 89. 159 67,543 0,638 88,617 89,100 89,45 88.96S
-0.6- w86 71,600 72.525 72.212 73,204 72,997 73,137 13,223 73,110

S 3.068 3.292 3,176 3.315 3,392 3.516 3,53 3.406
V.WN 95N6- 1.297 1.430 1,246 1,354 1.413 1.661 1,549 9. 30
6.1o 1 1.771 19.82 1.930 1,961 1,9719 2.021 1,964 2,026

76 a- Pet ... . 13,024 13,342 12.155 12,119 12.228 12.524 12.718 52,469

w, . 6 mo-, 616w . 9 .0"6 8,avw6

Table A-4. Duration of uneMploymeint

7.5.al o Yoh. Fb Fe . Oct. aov. De. j.R. heb.

5979 1960 5979 1979 1979 1979 1960 9980

L." 1h. I , 0.663 2,876 2,779 2,9S5 2,19 2,916 3,186 2,995
sub ..... 2,393 2,653 5.871 1.963 1,69 1,966 1,907 2,061
,I .. 4 .. . 1.407 1.462 1.239 15195 1,191 1.230 1.334 126

1 w6 ..6 847 646 700 678 660 711 765 760
71ml 560 516 539 517 531 519 539 496

56 . . 11.3 10.7 1t.3 10.5 10.6 10.5 10.S 10.7
M-.06,.6"b 6.8 6.7 9.9 5.5 5.3 5.5 5.2 5.6

r'W,.6,66.od o. 00.* 100.0 100.0 1100.0 100.0 00.0 100.0 100.0
Lw1 1 . ... . 91.6 45.2 67.1 48.3 48.8 47.7 69.6 67.1

4u . 3.9 37.9 35.6 32.1 31.3 32.2 29.7 32.7
2t.7 20.8 21.0 19.5 19.9 20.1 20.9 20.2

16 ." . ....... 13.9 13.5 161. 95.1 1.0 11.6 93.9 62.6
6. 6ft ........... 8.6 7.4 9.1 8.5 6.9 8.5 6.6 7.0
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TebW A.S. *Me" for vuoapl@oymom

rob. Feb. feb. Oct. for. Dec. Jam. l.b.

1979 1950 1919 1979 1979 1979 1960 1900

6I4Ma6 CF UNEWL9OVI

__ "m -. 1-1-11-1--... ... .. .. 3.106 3.643 2.475 2.731 2.729 2.728 2.908 2.907
-.- haw I 154 1.s30 779 929 987 944 1,019 1,031
0t. om ... . ... . . . .. . ... 1.952 2.113 1.696 1.802 1.742 1,764 1,961 1,676

, .. " " . .... .11 605 626 635 645 600 779 $13
1900 1.614 1.766 M.762 16191 1,771 1.797 1.794

M71m I .... ........ . . 79 730 856 604 736 $o sit 627

Tew L , 0 . .. ...... 100.0 100.0 100.0 100.0 900.0 100.0 100.0 100.0
bm ... 47.9 52.1 41.8 44.5 45.4 44.3 46.9 45.9
0. . 47.9 21.9 13.1 4S.2 16.4 15.3 16.0 16.3

30.1 30.2 26.6 29.4 29.0 29.0 30.1 29.6
Job b ... . ............ 12.6 II.S 14.0 13.6 19.1 13.0 12.2 12.9

........ . ..... ..... 27.8 25.9 29.6 26.7 28.3 28.6 26.2 28.2
mi-OIN" 11.7 10.4 14.5 13.1 12.0 13.9 12.1 13.1

UktLC VCD Am A PIRCEINT OF T49
€rVU JX LAWNiOPICI

. .0....................... ........ . .: 3.5 2.4 2.4 2.6 2.6 2.9 2.$
6......... . ......... 1.6 1.7 17 1.6 1.7 1.7 1.7
6 ro .............. 7 . 8 .. .. .. ..

Tasbk A-S. Unomploymont by sex ind age, mson aedjustod

Feb. lob. ftb. Oct. Nov. Dec. 364. Feb.

1979 1980 1971 1979 1976 147 1980 1980

.6W. 6 ...... .......... ........ 5.083 6.307 5.7 0.9 0.6 5.9 6.2 6.0
'61.0 .543 1.547 16.0 66.4 15.9 66.0 86.3 16.sSlm li ra ........... .. .............. ....... 1 1 , 1 i 0 1 . 9 1 1 . 6 ] l .

. ........... 759 796 16.5 114 17.3 1.0 19.0 5.7
11" i ra .............. ..................... 79 681 14.3 15.0 14.7 14.5 14.0 15.1

S................. 1 1 45 . 6 9.6 90.1 6.5
3.028 3.300 2.1 6.0 4.0 3.6 6.2 4.1

:164v 2.561 2.9$ 4.1 2 9.3 6. .4 4.5
8.. .4.2 412 3.0 3.0 2.7 2.7 3S 2.6

th I2 ............................. 2,956 3,283 S.0 5.2 5.2 5.2 5.7 5.5
1 110M ............... ................... 20 776 86. 9 15.7 15.8 15.6 1 .2 15.6

fl11 l n ........ .......................... 422 377 16.2 17.1 17.4 17.9 19.0 16.0
19wlli ..................................... 410 411 11.2 14.4 14.0 13.6 13.9 14.1

668............. ........ 5 . 9. 10.
1.69 6.60 32 3.4 3.5 3.2 3.7 3.vsI W4 . . .. ..... .......... .......... I, 61 1, 8 3:1 3. , , - * ,

31 M , .................................... 1,20t 1.435 3.3 3.5 3.4 3.4 3.1 3.6
.vem 4 .. ................... 251 242 2.4 2.6 2.6 2.6 3.5 2.6

......................... 2.925 3.025 6.6 6.1 6.6 6.6 6.6 6.6
lo1 1 ...................................... 723 771 15.8 17.2 16.1 14.4 16.3 17.6

6 .11 m ... ................................ 337 3239 17.7 19.4 16.7 1.0 18.1 19.5II141w 349 420 14.5 10.6 15.5 15.5 14.2 16.2•et lvm ....................... ......... ... 34 0 1 . 5 6 15 5 1 . 4 2 1 .

IS312 m ..... 658 641 9.3 6.7 4.3 10.2 9.8 9.8
I6 . . . . 1.556 9.621 0.0 4.9 4.7 4.7 4.9 4.9

m 64 ............ 1,375 4 5.2 .0 . .2 5.4
99M1lm ................ 076................ 31 31:.13 3.4 2.9 2.9. 3 36
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Table A-7. lange of unemployment measure* baed on varying de.8nitionu of unemployment and the labor force.
seasonally adjusted

1978 1979 1979 191.

IT I Doe. ,Jam. Feb.

Ib. 1w. 1.2 1.2 1.2 1.8 1.2 1.2 1.3 1.2

- je..m,..n e . .. . . .... ...... 2.4 2.8 2.9 2.5 2.6 2.6 2.9 2.A

46 e2 t- 25 ., . 3.9 3.9 3.9 3.9 3.9 3.8 9.2 4.1

144-0-- .- A -1e44.e o .1f I~." b- -M
lo . 5. 2 5.2 5.2 5.3 5.9 5.8 5.7 5.6

0.0-1.81 -V....,.8 a po-. .1 oam~w Imb f..
1.01.0 o . .. 5.8 5.8 5.8 9.8 5.9 5.9 6.2 6.0

116-toW f14w18 qkws 06A F. 9OloA 80486.

14014.oloS.111001114104 4 , ... 7.2 7. 2 7.2 7.3 7.8 7.5 7.0 7.6

PI T 14 ~a.6 .90.1 -40 1- 0 09.1 . 51"41

0. 0 7.9 8.0 8.0 8.1 V.A. f.A. 9.A.

Ta" eA-1. EmpWloM status of the nonaitional population by race and Hispanic origin, not seasonally adjusted

Feb. Feb. Felb; Fell. F;1. lob. 1ab. leb.
1979 10 s 99 1979 1980 19 980

11 ~e 141.1.41 .4,.4160.53t 16321 182.825 1192,958 16.8 17.271 7.618 8,175

1 .- 1101,29 10,257 215 91.029 10,24 10.336 9,856 5.177
...... ... 831 63;. 83.; 67.7 60. 9.9 9.7 63.3
e5 52.50 8.8'9 8.988 I.958 9,673

2.788 2.836 2 .51' 2567 196 213 202 197
N9M6 3.8 ..7 2. 41,1650 8.778 9258 9.77

9.9so 8993 4978 5.490 1.398 1,352 401 503
6. 6. 18 6.0 13.9 13.1 8.2 5.7

Ina,44 14. 59,290 5195 1 5-.610 51,921 8663 ,..89 2,762 2 ,998

Do. u ,44 " 49 Wk ~ - Am1b1g Wn 1019 Co-. eel WNmI~ 559.1 ' W F 1.1941Oll %w. . 4 o0 Ub 806.1 A. 81M 9"8. 1a 0 ~. 88
.1 f "kf w W80 64490. .084..V ftv -oo FF 0 . .9.bd . V.0100ow600,8MN big we,*6191.% lftSMoff 070 Co.

apooi8-40y pa409 .f 906 PpAB06o~a 060

66-785 0 - 80 - 4
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Table A-1. Cmploymen status of male Vlotnaia.ers veterans end nonveterens by age, not seasonally adjusted

...

"- raw

;.6. 7.6. lab. o-. lab. rob. Tub. r.b. rob. rab.

1979 1980 ISo 1 1980 1979 I$0 1979 190 197 logo

ral. 2 W4 -. . ..... . 0.476 5,576 8.049 8.106 7.586 7.626 463 Ieo 5.8 5.9
M0t y-- .. , .. 624 422 079 379 490 316 89 63 00.4 16.6

26 w 30 7.054 7.219 6,706 6.939 6.116 6,566 380 393 5.0 5.7is 2 ... 2.010 1.600 1,962 1,716 1.811 1.554 871 162 8.6 9.4
30: '4s.. 3.558 3.609 3.37 3.669 3.307 3,339 130 IS0 3.s 4.3
36 ... !.406 1,806 1,367 1,736 t.328 1.603 39 81 2.9 4.7

40 w 793 930 680 785 650 764 34 24 S.0 3.0

Took nw 30n V ........... .... 211.2 101 13.544 16,371 12.961 13,566 603 803 4.5 5.4
Xw29o . ................. 6.70 7 6,932 6.128 6,547 S.705 6125 312 422 S.6 6.6
38w34n .,08S I .616 3,688 4,211 3.732 3,990 106 213 4.0 S.*
SV ..... 3.687 3.800 3,528 3,613 3,623 3.660 105 168 3.0 4.6

kb - h.. -d ~ b8 . 1. 6.24 hy7.11Ml
I% M .. . #0 "W M .d-* . f. d ., i,

M, 3W.fon * p4 *28 d ,,. 6 . ol . ,
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T* A-10. E6n,, ilowt of the nonbtWthn *13 w p o nt -o ths ton rlwSmt ba

Pa . .P ] Oc. w66 M."
w ..g" a~ 3I.L. Jan. ; to. toV v Oct: ho Jc J, r. IMl1079 1 Sao 190e0 197g $97; 1 97 4,1 ; INI 1 90

Q666,6 '666 l6 l ,o, - 16,613 16 ,56 16,7$ 16.653 l66,66 16,266 16,6,3 16 S!. l6.i11

,. ., ,10, 59 1IlJb5 11.325 10,650 11,11 1 135 11.1 1 11, ,{ 11.01J

13,r 9 O. 19 ,.425 1,56 1,,6 I, -, 3,J3
6m. €6<6, 76' 727 765 7 I 6 677 611 637 676
6,666666 ,,,0, 1.3 6. 6.7 . , .. 6.1 ! .1

c. . .6,6 . ..16,1 ,ooe,.6.' 6.6 b 6,.97 C,36 6.676 6t,, . 6, 6j3 6., t . 73 b6.4.
3,645 3,157 3,23t 3, 623 ) ,~ 3,363 3.,342 3.756 i, 4

6.6. ,55 J,54,,3 , I 6 63 3,14 .6,666 1,!q6 6,b6

S 1.

.;,365 .J . 3)6 6.3v1 3..79 6..;: 6.'. 6,665t

5,3. 5 ,365 3b 3: 2b5 7 ,,6 666. ,3

6,, 6. 661 ,. a < ,lo' 6J,65 5. 2 .'6.,66) 6,132 6 5 56 76 ; t3 1 1,375 31Jl

¢. 6-66, 26S 626 631 266 3 1 53 11 666 q j6 6
56-,,,, , .7 . 7.5 ). 6 5.6 5.6 6.4 7.1 1.)

,.,, ,, , ,353 3 4,66 6,353 , 361 4.3d5 4,. 4. 93. 6 3 636
C .. 915 6k .6 6 6,315 .,63 J 2 gig ;t, 1 ..63 " ,876 ,,t.7 .63

66.d6 c 2,722 2,69!1 2 , , 3,761 d, 1 .,,7 .feS 6,615 j,2
u.,666066,6 163 61 161 4 I 56 56 16 . 1. 36
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Table 0-1 Employees on nonagricultural payrolls by ind try
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Table 0-2. Average weekly hours of production or nonsupervisory workers. on private

nonagricullural payrolls by industry
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Table S-3. Average howuty and weekly earnings of production or nonsupervisory workers on private

nonegriculturl payrofb by industry
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Table B-4 Hourly earnings index for production or nonaupervitsdy workers on privet

nonagriculturl payrolls by industry drveko, amonally adjusted
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Table S.G. Indexes of diffusion: Percent of industries in which employment' increased
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Senator Bnrsmi. Mr. Layng, do you see any evidence that pro-
ducers and manufacturers are increasing prices in anticipation of
wage and price controls?

Mr. LAYNG. No, sir. It's extremely difficult to discern that from the
data. About the only thing you can do is get anecdotal information
from reading the trade press and the national press. It's very clear
there is a great deal of sensitivity with respect to the imposition of
mandatory price and wage controls and that,-

Senator BBNTSEN. When you say, "No," are you saying that in effect
you can't tellI

Mr. LAYNo. It's impossible to tell. If I look at, for example, increases
that occurred and try to attribute them to the anticipation of wage
and price controls in an empirical way, it's extremely difficult, if not
impossible, I would say. But based on information that we rad in the
trade press, it's clear that there's a great deal of sensitivity to try to
capture cost increases as quickly as possible. I think it would be fair
to say that in the production sector of the economy there certainly is
the feeling that the future is now and if you don't get it now you may
not get it later. That's been true I think from the beginning. Cer-
tainly when I was at the Council on Wage and Price Stability in dis-
cussing these matters directly with producers, there was a great deal
of apprehension when this program was put in place and it's clear that
it continues, and that's got to be a factor in these figures, but we can't
tell exactly how much.

Senator BENTSEN. Mr. Layng, I know that mortgage interest rates
have a significant effect on the Consumer Price Index and I know that
just this week one of the major lenders in the Washington area, for
example, said they were increasing their mortgage interest rate to 17
percent. Now if other lenders follow suit, what kind of an impact is
that going to have I

Mr. LAYNG. Substantial. For example, we have to remember with
mortgage interest rates that we deal with that the same way we do with
the price of apples. In other words, we're looking at the percent change
in mortgage interest rates and not necessarily just the level itself. For
example, assume we were dealing in the past at perhaps a 10-percent
interest rate and they were to rise to 11, that would be a 10-percent in-
crease in mortgage interest rates The direct impact on the Consumer
Price Index or that increase would be roughly eight-tenths of 1 per-
cent. So if we see increases in mortgage interest rates of 2, 3, and 4
percentage points, it's going to have a very substantial impact on the
Consumer Price Index.

Senator BENTSEN.. Well, let me give you an example. Let's think
back to when mortgage interest rates were 8 percent. That wasn't too
long ago. If you went out to borrow $40,000 on a 30-year mortgage, that
worked out to about $300 a month in monthly payments. If you in-
crease the rate by 5 percentage points, you actually increase the
monthly payment by about 50 percent. That $300 a month payment
goes to about $450 a month.

Mr. LAmeG. Right. You're dealing with the change in the rate--the
rate you're dealing with is a 5-percentage-point increase from 8 to 13.

Senator BENTSEN. From 8 to 13 percent, and you increase the
monthly payment on a 30-year mortgage from around $300 to around
$450 a month,
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Mr. LAYNG. That would be reflected in the Consumer Price Index
as roughly 5 over 8 or roughly a 50- to 60-percent increase in mortgage
interest rates, which would have a substantial impact on the Consumer
Price Index.

Senator BENTSEN. Let me get to this other problem, and we have
discussed it repeatedly in the past but it becomes more and-more
a question of concern, and that's again, the components of the Con-
sumer Price Index. We have listened to Alfred Kahn testify that you
all have been doing some studies trying to find out what truly measures
inflation. Some contend that the Consumer Price Index, as it is now
made up, results in an inflationary figure that's higher than the actual
because of the cost of a home--I understand that's one of the major
components in -it, the argument being that people don't buy a home
but once or twice perhaps in a lifetime. Are you not developing and
reporting an alternative set of components? hat is that and what is
the makeup of that?

Mr. LAYNG. In that context, the housing component of the Consumer
Price Index and in particular the home ownership component of the
Consumer Price Index has been a topic that's been under discussion
for I hate to say a long time. The Bureau of Labor Statistics has done
a considerable amount of work in this area and it's an extremely dif-
ficult area to come up with unequivocable rights and wrongs. A lot of
it depends on what your use of the Consumer Price Index is and what
kind of measure you're looking for, and there are many different uses
to what a CPI-type measure might be put-income escalation, current
prices of good and services, and a variety of others-and each has its
advocate in one way or another.

BLS began a long time ago as you know to look into this question to
develop alternatives. One thing we learned more than anything else
was that there's a great diversity of view with respect to what is right
or wrong or what the inflation rate should or should not reflect.

In that connection, because of the recent increases in mortgage in-
terest rates and house prices and their large impact on the Consumer
Price Index, Commissioner Norwood felt it important to try to educate
and promote discussion of this issue again and in that connection she
issued in early February a series of experimental CPI measures which
reflected different treatments of homeownership. Those measures give
different results all the way down to numbers that are less than the
official rate of the CPI by as much as 2 or 21 percentage points dur-
ing the situation we faced in the last year with respect to mortgage
interest rates and house prices.

The choice as to which measure one chooses depends importantly on
one's objective and it is that issue that I think needs to be discussed
and determined but it needs to be discussed and determined in the
context of what we call a normal CPI revision process; namely, a
period of time that is set aside for the CPI to be revised under the
calm of reasonable judgimnts as to what is right and wrong, not with
respect to what will give-the-highest or the lowest inflation rate; and
that's why the Commissioner has said before--and we agree firmly
with that-wthat we would like to see this issue explored again.

We think there's additional work that needs to be done, but that
it should be done in the context of a normal CPI revision process,
one of which, unfortunately, we just completed in January of 1978.



Senator BENTsEN. Let me ask you then, the argument is made that
retired people aren't normally buying another home unless it's a
smaller one and, therefore, to put housing in there reflects something
that's not a true expenditure for them. On the other hand, they buy
more medicine and other things than the average age and therefore
that isn't given enough weight.

When you get to talking about the Consumer Price Index and you
want it to truly reflect whatever the inflation is without kidding
anyy up or down, have you looked at anything in regard to what
oTlderi people are spending? Has there been any experiment or study
there?

Mr. LAYNO. Well, we have looked at differences in expenditure pat-
terns with respect to different groups of the population and you're
right, there are differences. Some things are lower and some things
are higher. If one wants to look at the Consumer Price Index for the
retire population or the aged or social security beneficiaries--there
are differences in the definitions of those groups-but one would want
to construct a CPI in much the same way we construct the CPI for
the urban portion of the country as a whole We would want to look
at expenditure patterns of that group of the population and locations
and places where they live, the stores in which they buy items, the
kinds of items that they purchase. All these would contribute to a
potential difference, positive or negative, between that type of measure
and the national average. We could say that about a lot of groups.
Unfortunately, the only thing we have right now in-house is expendi-
ture pattern information from 1972-73, a consumer expenditure survey
which can be examined, and that hns been done. We did not do it. The
only study I know of or the most recent study that I'm aware of was
done by someone from the American Assoication of Retired Persons
and I don't have that study in front of me. We could obtain it for
you, but I believe--and I'm trying to pick my memory a little bit
here-that that index was simply a reweighted CPI. reweighted with
the same type of housing measure in the CPI now but reflecting the
proportions of people who bought houses and entered into housing
contracts in that age group in 1972-73, and just the differences in the
weights. There was no reflection of the areas in which the retired
people live, no reflection of the stores, neighborhoods versus big shop-
ping centers or the items, the snecific items, the kinds of drugs, the
kinds of food that they buy-it did not reflect these, just the differences
in the weights.

I believe that showed that over a period of time that I also can't
recall right off the top of my head, there was a slightly larger increase
than in the CPI itself.

One of the big potential differences is in the area you mentioned
which would be the treatment of housing. If we change the treatment
of housing for this group to reflect the fact that it doesn't buy houses
to a large extent, we may not get a different measure and the measures
might be more like the differences in the experimental measures for the
country as a whole that we released. In other words, if we look at a
different measure of housing, we get a different overall rate of increase
in the CPT and that fact would probably pertain to the population
group that you're talking about as well.



Senator BENTSE-. Well, I'm convinced that's going to become more
and more a subject of discussion.

Mr. LAYNO. I might add to that that there's two potential possi-
bilities here. One is that the Bureau could produce a measure based
on existing data. It would have to be based on a particular definition
that would have to be worked out. It would have to be something like
a national measure, perhaps produced at certain times of the year
when such a measure might be needed and we are prepared to do
that. In addition, if a more sophisticated and complete measure is de-
sired, we are in a position to undertake that work.

In the past, legislation has been introduced in the Congress with
respect to the development of such an index. Our response in the
past has been that before a major program with a large expenditure
of funds is undertaken, we might want to pursue some type of pilot
study to look into areas that are heavily populated by retired people,
construct an index for those areas, and compare it to the indexes
that we produce for the all-urban population and see what differences
there might be to try to get some idea of whether the benefit would
be worth the expenditure of the funds, and the benefit could be either
increased benefits or decreased benefits. The point is, it would be better
for that group of the population and more responsive to the experi-
ence that they have.

Senator BENTSEN. Mr. Bregger, on the other subject of the unem-
ployment rate, we have seen a pretty steady number there. Do you
get any trend feeling about whether we are in a recession or whether
or not this index is pointing us in that direction?

Mr. BR EF . Mr. Chairman, you may recall when Ms. Norwood
appeared before the committee last month she indicated it was too
early to call such a-

Senator BENTSEN. This is a month later. That's why I'm asking it
again.

Mr. BREGm Exactly, and I think the results this month bear out
the reason why we tend to be conservative in making a very positiveresponse in this regard. The figures show basically very little change
and, indeed, there's some indication that the auto industry is not as
bad off as it was in the prior month.

The only thing that I can point to in this month's numbers is that
there was a decline in hours of work, and that may be something to
bear watching for the future. But at the present time it certainly
would be quite premature to indicate that there are any signs at all
that we are going into a maior downturn.

Senator BETsEN. I'd like to now turn to my colleague, Senator
Sarbanes, for any questions he might have.

Senator SAAnEs. Mr. Bregger, you said in your oral statement
that the proportion of the population that is employed is-no higher
than 1 year ago. What is that proportion?

Mr. BPEmO R. It's 59.3 percent of the population.
Senator SAMMWs. Now isn't that, as a proportion of the population

employed, either the highest figure that we have had since we have
kept records or close to itI

Mr. Brmo . It's very close to it. It's a tenth below our record,
which was 59.4 percent.
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Senator SARBANEe. When was that record set I
Mr. BmoEou. It occurred several times, the most recent being in

December of 1979.
Senator SABnEwwS. Wasn't the rate at about 55 percent for a long

time? This jump has taken place over the last few years, hasn't it,
and isn't the general explanation for it the fact that more women have
come into the labor market; is that right?

Mr. BROGER. Well, it's certainly true that the proportion has been
rising for the last few years. The reason, as you point out, has been
due to increases among adult women, consistent with their increasing
rate of participation in the labor force. There have been some in-
creases among youth as well.

Senator SAlWANES. Now are you able to say how this figure, relative
to the proportion of the population employed, compares with other
major industrial countries?

Mr. MARK. We do develop that information. Unfortunately, I do not
have it with me, but we could provide it for the record for you. We
have it for most of the industrialized countries, particularly the Euro-
pean ones.

Senator SARBANES. I would be interested in that. Do you recall
whether this is high or low compared with their proportion of the
population working I

Mr. MARK. I just don't recall, Senator.
Senator SARBANMS. Well, if you could submit that for the record it

would be helpful.
[The following information was subsequently supplied for the

record:]

EMPLOYMENT-POPULATION RATIOS I APPROXIMATING U.S. CONCEPTS, 1960-79

United United
Year States Canada Australia Japan France Germany Italy Sweden KingdomS

1960 ------------- 56.1 a52.6 (d) 66.7 58.6 59.4 55.9 (,) 59.4
1961 ------------ 55.4 ' 52.4 (4) 66.8 58.1 59.6 55.6 62.2 59.7
1962- ----------- 55.5 '52.9 (4) 66.0 57.1 59.3 54.7 63.0 59.2
1963 ------------ 55.4 53.1 66.3 56.3 59.2 53.4 63.4 59.0
1964 ------------ 55.7 a53.8 57.9 64.1 56.4 58.8 52.5 62.0 59.4
1965 ------------ 55.2 354.5 58.3 63.6 55.7 58.6 50.9 62.1 59.6
1966 ------------ 56.9 55.4 58.8 63.7 55.7 58 0 49.2 62.1 59.6
1967 ----------- 57.3 55.4 b9.2 64.0 55.4 65.3 49.5 60.9 58.5
1968- ----------- 57.5 55.0 59.3 64.1 55.2 56.2 48.8 ol.0 58. 2
1969 ------------ 58.0 55.3 59.5 63.9 55.5 56.6 48.4 61.1 58.0
1970 ------------ 57.4 54.5 60.9 63.8 55.2 56.6 48.0 61.9 57.5
1971----. - - 56.6 54.5 6'.2 63.4 b4.8 56.1 47.7 61.6 56.6
1972- ---------- 57.0 54.9 59.9 62.8 54.6 55.3 46.4 61.4 56.7
1973 ------------ 57.8 56.4 60.4 63.2 54.7 54.9 46.2 61.4 58.8
1974 ------------ 57.8 57.3 60.4 62.2 54.6 53.5 46.6 62.6 58.7
1975 ------------ 56.0 56.9 59.2 61.2 53.4 51.6 46.4 63.8 58.1
1976 ............ 56.8 56.7 59.0 61.1 53.2 50.9 4S.3 63.9 58.0
1977- ---------- 57.9 56.6 S8 5 61.2 153.1 '50.5 46.3 63.8 '57.8
1978 ------------ 59.4 57.4 57.3 61.3 052.8 '51.0 46.0 63.8 s 57.7
1979- ----------- 60.0 53.6 57.0 ---------- 52.9 '51.2 146.0 ..................

Civilian employment adjusted to U.S. concepts as a percent of the civilian working age population. The data relate to
persons 16 and over In the United States, France, Sweden, and beginning In 1973, Great Britain; 15 and over In Canada,
Australia, Ja pan, Germany, and prior to 1973, Great Britain; and and over In Italy.

I Great Britain only.
a Estimates by 8L3 baaed on new survey definitions. Statistics Canada revised the data for 1966 onward on the new

urvey basia.
d Not available.
I Preliminary.
Prepared by: U.S. Department of Labor, Bureau of Labor Statistics, Ofe of Productivity and Technology, Division of

Foreign Labor Statistics and Trade, March 1980.
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Senator SARBAN S. I'm interested, Mr. Bregger, in some sector
analysis of the overall employment figure you gave us. Is there any-
thing within the particular components of it that should be brought
specifically to our attention, anything unusual in terms of the move-
ments of some of the component figures, even though the overall figure
has stayed roughly the same or actually declined two-tenths of a point
but that's rounding out. Is there anything in the component figures

Mr. BREWER. Well, to begin with, the true change in the overall rate,
if you look at the unfounded numbers, is really about one-tenth and
quite virtually every worker group was showing no change as
well. So it's a remarkably flat picture. There were a couple of small
declines, one decline of about three-tenths for married men, and there
was also a decline in workers in durable goods manufacturing.

Senator SARBAx'Es. What about in construction? Can you relate that?
Mr. BREGGEB. Well, the construction unemployment rate was 10.5

percent, which is certainly much higher than the average, but there's
been no real change in that figure as yet.

Senator SARBANES. Since when ?
Mr. BREGOER. Well, over the past year it's been remarkably flat. The

construction industry, oddly enough, has been showing significant
increases up to but not including February. The increases have been
very large, in fact. In February there was finally a small decline of
about 30,000. So that could be the beginning of something there, cer-
tainly given the high mortgage rates that are upon us.

Senator SARBAN S. Mr. Layng, I want to make sure I understand
how the rise in the interest rate translates into the increases in the Con-
sumer Price Index, and I want to leave to one side this question of the
housing component, whether it's overstated or understated.

Do I understand that a 10-percent increase in interest rates-in other
words, the example you used was from 10 percent to 11 percent-
results in an 0.8-percent increase in the Consumer Price Index?

Mr. LAYNO. Yes, sir.
Senator SARBANr.S. Now let me just carry this -point further. Does

it mean if the interest rate went from 8 percent to 12 percent, a 50-
percent increase, that that fact alone would boost the Consumer Price
Index 4 percent?

Mr. LAYNGO. Four percentage points. -
Senator SABJANES. When you say 4 percentage points, what do you

mean?
Mr. LAYNG. Well, if the rate for everything else was 5 percent, it

would add 4 percentage points to make it 9.
Senator SARBAXES. So it would be 9 percent?
Mr. LAYNG. Not the impact of interest rates. If you add 4 per-

centage points to whatever the inflation rate was. If it was zero, it
would be 4 percent rather than zero.

Senator SARBANES. I'm not sure most people appreciate how much
of a passthrough into the Consumer Price Index results from these
increases in interest rates.

Mr. LAYNG. You must recognize, as Senator Bentsen said, mort-
gage interest rates enter the Consumer Price Index in a multiplicative
fashion; namely, the value of the house as well as the mortgage
interest rate affects the movement of that component. So you get the
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changes you said, very large increase in payments, even when you
hold-if you assume the house prices do not rise and you increase
interest rates by that amount, you still get an impact of that degree.

Senator SABAzES. Do the interest rates feed into the producer
price increases in any way?

Mr. LAYNo. No, sir, not directly. The impact on the Producer Price
Index would be indirect as a cost of doing business. There is no
direct component in the Producer Price Index that deals with home
ownership at all. There are not any house prices. There are no mort-
gage interest rates. There are construction materials, but no direct
house prices or mortgage interest rates.

Senator SARBANES. Well, I think this point on the interest rates
underscores the point I made in my statement at. the outset about
the importance of looking at the components of tho Consumer Price
Index in terms of developing a policy to address specific matters
rather than dealing only in more general terms with a general policy
directed in a general way.

Let's Jook at these energy costs now. What is the Consumer Price
Index increase? Let me just make sure I have this. The Consumer
Price Index increase that's related to energy costs?

Mr. LAYNO. For the year?
Senator SARBANES. For the year and then for the recent months.
Mr. LAYNO. For the year it was 37 percent. That reflects gasoline,

home heating oil, natural gas and electricity. Then the first 2 months
of this year-

Senator SARBANES. That 37-percent increase is a 37-percent increase
in energy costs?

Mr. LAYNG. Right.
Senator SA"BANES. Now, of the 13.2-percent increase in the CPI

for the year, how much of that was energy? How does the 37-percent
increase in energy costs translate into that CPI

Mr. LAYNO. 3.2 percentage points.
Senator SARBANEs. All right.
Mr. LAYNG. That's for 1979. The first 2 months of this year it was

2.3 in January and 4.6 percent in February. Excuse me, it was 4.6
percent in January. I don't have February figures yet. The changes
were 4.6 percent in January and 2.3 percent in December.

Senator SARBANES. Now last year the CPI went up 13.2 percent.
Mr. LAimo. Year to year, it was 13.3.
Senator SARBANES. In the 13.2 percent, 4 percent is direct energy

costs? -

Mr. LAna. About 3.2 percentage points.
Senator SARBANErs. Not indirect; is that correct?
Mr. LAYNG. Correct.
Senator SABRANES. Now how much of the 13.2 percent is attributable

to the interest question that we were discussing earlier? -
Mr. LAYNa. About 2.5 percentage points.
Senator SARBANES. IS there any other single component that would

make up the roughly 6 points still to be accounted for that we should
pay particular attention to?

Mr. LAnraN. Not really. It's spread over a variety of other items.
What we don't know is how much of it is indirectly attributable to
energy.
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Senator SAmiNzs. And interest?
Mr. LAmO. And interest, too. Interest and energy are two items

that permeate the entire structure as a cost of production. Interest is
a cost of production. Enery is a cost of production. They are not like
increases or shortage of resh fruits and vegetables that essentially
focus on one or two components of consumption. Things like energy
and mortgage interest rates permeate the entire structure. I can't
think of anything in the cost of production that would not be affected
by those two items. I think that underlines the seriousness of them.

Senator SARBANES. In terms of thinking about policy, it underlines
the-importance of focusing on measures that will directly affect these
two components when you re trying to deal with the inflation question.
Effective policies to bring down or hold down costs in those areas will
have really enormous repercussions in the Consumer Price Index.

Mr. rANo. Correct. It's also not only just looking at energy price
increases alone; it is the increase in the relative price of energy which
has been just fantastic in this episode. In other words, the price of
energy relative to the prices of other things. If everything goes up by
the same percentage, everything is sort of affected by the same degree.
But when one item shoots up relative to others, it "means that there's
terrific pressure on that item to reduce consumption or to reduce other
items in order to maintain consumption.

We did some charts just illustrating in the Consumer Price Index
the relative change in energy prices, and you can sew what happened
to, for example, fuel oil prices, the relative price of fuel oil-fuel oil
relative to everything else last year. It was just terrific. And virtually
every item in the Consumer Price Index dealing with energy experi-
enced that, with the possible exception of electricity, but particularly
gasoline and fuel oil have risen relative to everything else and that
puts a great deal of stress on people's budgets.

Senator SARBANES. All right. Thank you, Mr. Chairman.
Senator BENTSEN. Mr. Lavng, I want to follow up with a couple

questions and then yield to Senator Javits.
I have been one who's argued all my adult life about how interest

rates add to the cost of everything, and there's a streak of the populist
in me there. But I'm- absolutely amazed at the number you're giving
me because the numbers I used -I thought were enough to be concerned
about.

Mr. LAYNO. I think you characterized it well when you said this is
what happens to a mortgage, interest payment when the interest goes
from x to y. It's a very large increase. It doesn't appear to be very
much when you say from 4 to 8 percent, but that's a terrific increase
in interest rates.

Senator BENTSEN. Let me look at another measure to show you
again what interest rates do. You go down to borrow money today to
build housing, say a bunch of townhouses, and you pay 5 points or
maybe 8 points on the front. Do you know what that developer does?
He just automatically increases the house cost by 5 percent or 8 per-
cent immediately.

Mr. LAYNO. The cost of borrowing gets built into the cost structure
if demand is there.

Senator BRNTEN. Maybe he-shows them a 12-percent interest rate
on the mortgage, but he~s already moved the price up to compensate
for the points up front.
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Mr. LAYNO. Points certainly get built into the housing structure.
Senator Bzw-rszw. Of course they do, and they really get built into

the cost of everything-producer prices and all the rest of it. It's very
material.

Now the one thing that's pretty hard for me because I want to be
sure-Senator Sarbanes asked you but I'm going to ask you again.
Are you telling me that for a 1-percent increase in interest rates on
that component, you increase it eight-tenths of a point?

Mr. LAYNG. One percentage point, from 10 to 11.
Senator SARBANE8. A 10-percent increase.
Mr. LANGO. That's a 10-percent increase.
Senator-SARBANES. The higher the interest rate is, then the add-on

translates into a much smaller figure. In other words, if you take it
from 17 to 18 percent, that's a 1 over 17 increase, that's not a 10-percent
increase.

Senator BENr8EN. I see. I just couldn't understand that.
Senator SARBANES. For instance, if the interest rate were cut from

18 to 12 percent, let's assume, then the Consumer Price Index would
drop 3.2 percent. Is that correct?

Mr. LAYNO. Correct.
Senator SARBANE. So that would be a 331/3 percent cut.
Mr. LAYno. All other things being equal, recognizing this is one

component that enters multipicatively, the only one. We call it mort-
gage interest costs, which is influenced by house price changes and
mortgage interest rate changes.

Senator SARBANS. If they jump then from 8 to 12 percent, it's a
much more really enormous impact as compared to a jump from-

Senator BENTSEN. From 18 to 22.
Mr. LAY;G. And the impact on mortgage interest payments would

be smaller from 17 to 18 percent than it would be from 4 to 8 percent.
Senator BwNrSsN. Senator Javits.
Senator JAvrrs. Gentlemen, I'd like to ask you a.question about food.

What does it look like in the food line in comparison to January and
projecting forward. First tell me if you can give me some sense of
proportion as to what foods mean in the Consumer Price Index, what
percentage of the total index do they represent.

Mr. LAYNG. Direct food purchased in grocery stores is roughly about
12 percent of the Consumer Price Index. That's not counting alcoholic
beverages. That's what we call food at home, and that means food pur-
chased in grocery stores as opposed to restaurant meals. If we looked
at the total category, including restaurants and away from home, it
would be roughly 19 percent, 18.7 percent.

Senator JAvrrs. So in round figures, about a fifth of the Consumer
Price Index comes in what the consumer would pay for food?

Mr. LAYNG. In aggegate, for all types of food.
Senator JAVrrT. Yes. Just to get an order of magnitude.
Mr. LAYNO. Right.
Senator JAvITS. Now can you give us your views as to the develop-

ment of that situation? Is it on the way up or is it on the way down or
what do you see I

Mr. LAYNG. I don't have a great deal of insight into what the future
holds. Certainly this year has begun with a very encouraging situation.
In the Producer Price Index we had two declines, the first two in a long
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time, not large, but declines, and we are thankful for that, and the
Consumer Price Index reflected that in January. It showed a very, very
small increase. At the crude stage of production in February, crude
foodstuffs and feedstuffs did go up, not by a large amount but they did
go up, but I think the overall expectation is that food prices will be
better this year than last. -

Senator JAvrrs. In their impact?
Mr. LAYNG. We may be over the beef situation-namely, the cattle

cycle in terms of rebuilding beef herds, cattle herds for beef-and that
may ease the upper pressure on the price of beef that we have exper-
ienced in recent years.

I think one area of uncertainty perhaps is in the grain situation
where there's a lot of activity with respect to the situation with the
Soviet Union and with respect to crop forecasts for this year. They
seem to move around a good deal and I think that will be an important
factor in determining what happens this year. What happens to the
grain situation, as you know, also influences directly the price of meats
through feeds.

Senator JAvrrs. Would you say that the energy, decline in energy
goods, as you call them, and in the cost of energy represents the big-
gest bulge for February?

Mr. LAYNG. Yes, sir. There's no question about it. For January and
February.

Senator JAvrrs. So that that pinpoints the sore spot as far as infla-
tion is concerned?

Mr. LAYNG. Certainly a very major one directly and a major one
indirectly. Energy prices at the consumer level had been trending
down-the rate of increase had been decelerating from the middle of
the year when we experienced very large increases in 1979 and we had
reached increases in the fall of 1.3 and 0.9, which are much smaller.
Recently we have accelerated and it looks like it's going to continue
based on the Producer Price Index at least through February. In-
creases in the PPI and CPI tend to pretty much follow the same pat-
term In other words, in the Producer Price Index, finished energy
goods increased about 12 percent in the first 2 months, and if that
pushes through to the Consumer Price Index-and it appears in Janu-
ary it did-we are talking about some large increases in retail energy
prices, but in a way we can all see that when we go to the gasoline
station.

Senator JAvrrs. Now what proportion of the total index in percent
is represented by the energy factors ?

Mr. LAYNO. In the Consumer Price Index, it's roughly 10 percent if
we take all into account; namely, gasoline, home heating oil, natural
gas, and electricity.

Senator JAvrrs. And do you see any evidence of falling demand?
We're making a lot out of the fact that demand, for example, is falling,
say by 5 percent. Do you see evidence of that in your figures?

Mr. LAYNG. Certainly not in the price figures, although-
Senator JAvrrs. I realize that. That's why I'm trying to judge

it and I'm telling you honestly what I'm trying to demonstrate, if the
figures bear it out, is that we are dealing with a real old-fashioned
trust that has absolutely no connection with demand. There's no de-
mand and supply. It's a fixed price at the caprice of the seller.
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Mr. IAoe. I wish I could disagree with you.
Senator JAVITS. What I mean is, do the figures bear that out? In

short, there's no correlation?
Mr. LAYNG. One way to look at that is to look at the producer price

changes and crude price changes as they move through the system, and
there s no real evidence that there's been a great diminution in the
rate of change as it's moved through the system, but we don't know all
the factors behind that and it's very difficult to draw those kinds of
conclusions. I think it's going to be interesting this year to see what
unfolds, because apparently gasoline stocks are in relatively good
shape relative to last year.- Whether that will have any dampening
effect on the retail price at the station, we don't know yet. When you
get increases in raw material inputs of this magnitude, it's very diffi-
cult to say that this situation or that situation with respect to demand
and supply is prevailing. It's clear that the whole structure, from
beginning to end, has been dominated to a large extent by energy in
the last year and a half.

Senator JAvrrs. Yes Butyou see no correlation between demand
and price ?

Mr. LAYNG. I haven't seen any real good data yet on what's hap-
pened to demand. Your hypothesis is that demand has been reduced by
rising prices and that should have some dampening effect on the price
situation.

Senator JAvrrs. The President reports that and the Department of
Energy reports that,

Mr. LAYme. Right. I haven't examined energy data in detail. The
only information I have seen has been anecdotal information. I have
no reason to not believe that energy consumption with the prices we
have been experiencing has not declined.

Senator SARBANES. But you haven't seen a reflection in the price?
Mr. LAYNO. Right.
Senator JAvrrs. What I meant was this: Would it be within your

jurisdiction to look into that question? You see, this bears upon
the issue of our dealing with the naked trust of the most old-fashioned
kind, what we used to call engrossment in my law school days.

Mr. LAYNGO. It's probably not an analytical question that-we are par-
ticularly well equipped to look into. I would think the Department of
Energy would have a more complete set of data with respect to trying
to look at your question-they spend a lot of time dealing with cost
passthrough.

Senator JAvrrs. What about Macy's getting together with Gimbel's
and your Department working with the Department of Energy, be-
cause this is a very important point for us?

Mr. LAYNG. I hate to say it, but I have been trying to work with
the Department of Energy for some time and I'don't find it very
satisfying.

Senator JAvirs. You have a very good emissary sitting right here.
Mr. LAYNG. In all truthfulness, we have been trying to develop a

price index for imported crude oil based on information from the
Department of Energy, and we have had a terrible time getting that
information from the Department of Energy. The alternative is for
us to collect it directly ourselves. We tried to avoid that because they
have the information. Trying to get it from them is not easy. We do
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not have an imported price index for crude oil in this country right
now and I don't understand why.

Senator BENTBEN. I don't, either, and I'm going to see if I dan help.
Senator JAvrrs. Thank you so much. I was going to suggest, if the

Chair agrees, that we dig into this because I think that would be very
sound proof because the OPEC countries, Mr. Chairman-and you
know I'm on Foreign Relations, like Senator Sarbanes-are telling
us you just conserve and you'll see that price go down. Well, I don't
think the chart, that one or whichever one, is going to show that and
I think this would be very important for us to show we are dealing
with a naked trust, without any relation to supply and demand; an
besides, they can turn the tap up or down.

Senator SARBAmES. That's right.
Senator BnNTSEN. They can charge all the traffic can bear.
Senator JAvrrs. I think that's important. at this time. So, with the

Chair's agreement then, we will put you in a position to give us a
little help on that.

Mr. LA1Yo. We will certainly try to.
Senator JAvrrs. Thank you, Mr. Chairman.
Senator BB1rss;. Would you provide me specifically with what you

want so I don't have problems with communications there?
Mr. LAYNo. Yes, sir.
Senator SARBANES. I should say I think this has been very helpful.
Senator BENTrEN. All right. Thank you very much, gentlemen.
The committee is adjourned.
[Whereupon, at 11 a.m., the committee adjourned, subject to the

call of the Chair.]
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CON-GRESS OF THE UNrrED STATES,
JOINT ECONOrMC CoMmrmnE,

Woahingto7N D.C.
The committee met., pursuant to notice, at 10 a.m., in room 2220,

Rayburn House Office Building, Hon. Richard Bolling (vice chairman
of the committee) presiding.

Present: Representative Boiling.
Also present: John M. Albertine, executive director; William R.

Buechner, Mayanne Karmin, and Mary E. Eccles, professional staff
members; and'Betty Maddox. administrative assistant.

OPENING STATEMENT OF REPRESENTATm Bou~?(r, VICE CHAIRMAN

Representative BOLLING. The committee will be in order.
Commissioner Norwood, it is a bleak day outside, and you have

brought us news to match the weather. Unemployment increased in
March and so did prices. The best we can say about the unemploy-
ment and producer price figures is that-they could have been worse.
Unemployment in March rose to 6.2 percent.

This increase is due to a loss of almost 300,000 jobs in the American
economy. One of the most disturbing figures is the 2.5 percentAge
point increase in unemployment among construction workers, which
adicates that the high interest rates are having a serious effect on
johs and homebuilding industry.

Outside of that industry, however, the figures seem to indicate that
we still have not gone into a recession. Producer prices rose 1.4 percent
in March. This comes to just over 18 percent at an annual rate, which
is slightly less than we saw in January and February, but it is still
too high. All in all, the March news is bleak, but at least on the price
front it isn't hopeless. And I would think that no figures are hopeless.

We would be delighted to hear you in whatever way you wish to
make your presentation.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BU-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY W. JOHN LAYNG, ASSISTANT COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS; AND JOHN E.
BREG ER, CHIEF, DIVISION OF EMPLOYMENT AND UNEM-
PLOYMENT ANALYSIS

Ms.-NonwooD. Thank you, Mr. Vice Chairman.
Let me first introduce Mr. John Layng, our Assistant Commissioner

for Prices and Living Conditions, who is on my right; and Mr. John
(65)



Bregger, who is the Chief of our Division of Employment and Unem-
ployment Analysis, who is on my left.

Representative BoLLiNO. We are glad to have them both.
Ms. NORWOOD. I am glad to have this opportunity to offer the Joint

Economic Committee a few brief comments to supplement our Employ-
ment Situation and Producer Price Index press releases, issued this
morning at 9 a.m.

Unemployment edged up in March. The overall unemployment rate
was 6.2 percent, the same as in January. The number of unemployed
persons-and the unemployment rate during the first quarter of 1980
were higher than figures prevailing throughout 1979. This increased
unemployment occurred almost exclusively among adult men.

Total employment, as measured by the household survey, declined
about 300,000 from February to March. The employment-population
ratio decreased 0.3 percentage points to 59 percent, the lowest since
April 1979. The proportion of the population working or looking for
work dropped to 63.7 percent.

The number of employees on the payrolls of nonfarm industries,
as reported by the establishment survey, also declined. The employ-
ment decrease was concentrated primarily in the construction industry,
where average weekly hours also dropped significantly. Factory jobs
decreased slightly in March, and were nearly a quarter of a million
lower than in March of last year.

The index of aggregate weekly hours of production or nonsuper-
visory workers declined by 0.6 of a point in March. In addition to the
sharp reduction already noted in construction, aggregate hours de-
clined in almost all of the individual manufacturing industries.

Most of the rise in unemployment in March resulted from an in-
crease in the number of workers laid off from their jobs. The jobless
rate for adult men rose to 4.9 percent in March, nearly a full point
higher than the March 1979 level. In contrast, the rates for adult
women and teenagers showed little or no change over the month and
over the year. As employment in construction dropped in March, the
unemployment rate for construction workers rose 21/ percentage
points to 13 percent.

We are also reporting today a sizable increase in the number of
discouraged workers-persons who are not looking for a job because
they believe they cannot find one. After holding fairly steady at about
three-quarters of a million since late 1978, the number of discouraged
workers rose 250,000 in the first quarter of 1980 -to 1 million persons.
Those discouraged for job market reasons continued to account for 60
percent of the total.

I would like to call the committee's attention to a new release that
the BLS- published last week. This is the first in a series of quarterly
releases which relate cuarterlv earnings and employment status of
individuals to the families in which they live.

The data show that the dual-earner family has become one of the
mainstays of the American economy. Of all the families with any earn-
ers, more than half--or about 21 million-had two or more persons
employed in 1979. In about 16 million of these families, both the hus-
band and wife worked. In 1979, the combined median usual weekly
earnings for such couples was nearly $500.

In families where the wife was the sole earner and the husband was
unemployed, median earnings in 1979 were only $155 a week. In con-
trast, in-amilies where the husband was the only earner and the wife
was unemployed, median earnings in 1979 were much higher-$280.
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In 1979, a little more than one-half of the families with an unem-
ployed husband had at least one employed family member, as did al-
most 90 percent of the families where the wife was unemployed. In
contrast, only 17 percent of the families maintained by an unemployed
woman with no husband present had an employed member.

In addition to providing some valuable insights into the earnings
and employment of American families, the new quarterly release will
also provide information on the median usual weekly earnings of
American workers by sex, race, and Hispanic ethnicity.

In the price area, the data we released this morning for the Pro-
ducer Price Index for finished goods for March showed an increase
of 1.4 percent, only slightly less than the very large rates of increase
recorded in January and February. Food prices at the producer level
turned up in March following 2 months of decline.

Most of the turnaround was due to sharp upturns in prices of eggs,
pork, and fresh vegetables. Energy prices continued to soar with the
annual rate of increase for the 3 months ended in March reaching
almost 110 percent. However, the movement of prices of finished
goods other than food and energy improved considerably in March.
The increase in prices of these goods was 0.5 percent in March, the
smallest increase since last August._

This improvement was also shown in the behavior of the inter-
mediate or semifinished materials index, where prices moved up 0.5
percent, the smallest increase since July 1978. Some of the dramatic
improvement 'in this area was in prices of gold, silver, and jewelers'
materials. We are all familiar with these developments.

However, prices also decreased for copper and lead and price in-
creases slowed for energy products used in production, and several
other commodities. I do not mean to convey the notion that the be-
havior of all semifinished material prices improved dramatically in
March. Prices continued to increase substantially, for example, for
some construction materials, industrial chemicals, fertilizers, and pa-
per. But I do think that on average the behavior of intermediate ma-
terials in March was the most encouraging news we have had in some
months.

For crude materials, the price picture was also improved. Prices
of both crude foodstuffs and feedstuffs and other crude materials de-
clined. The decline in crude food materials was due in part to a 26.4
percent drop in sugar prices, which incidentally had risen 43.9 per-
cent in February. In addition, prices declined for livestock, soybeans,
grains, and poultry. Amopg nonfood crude materials, prices fell for
copper scrap, iron and steel scrap, cotton, natural rubber, and hides
and skins, and the increase in crude energy prices of 0.6 percent was
the smallest in over a year.

In summary, labor market conditions during the first quarter of
1980 showed a deterioration from last year. Unemployment rose, es-
pecially among adult men, as the number of persons laid off increased.
Employment growth slowed markedly. The March data suggest fur-
ther deterioration as employment declined, especially in the construc-
tion industry. Hours declined in construction and in virtually every
manufacturing industry.

In contrast to the employment data, the price data for March re-
leased today show some favorable signs. Although producer finished
prices continued to rise at a very high rate, finished goods excluding
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food and energy decelerated to 0.5 percent, less than half the in-
creases of the previous 2 months. In addition, the sharp diminution ofprice increases at both the crude and intermediate stages of proc-
essing is encouraging.

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

(The table attached to Ms. Norwood's statement, together with the
press releases on the Employment Situation and the Producer Price
Index, follows:]

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-l1
X-1l ARIMA method method

Unad- (former
ousted Concur- official Range

Month and year rate Official rent Stable Total Residual method) (cola. 2-7)

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

1979:
March ................. 6.1 5.7 5.7 5.8 5.7 5.7 5.7 0.1
April ------------------ 5.5 5.8 5.8 5.8 5.8 5.9 5.8 .1

S 5.2 5.8 5.8 5.8 3.8 5.9 5.8 .1
J u n o - . . .. . . . ... 6 .0 5 . 7 5 .7 5 .5 5 .7 5 .7 5 .7 .2
July ------------------ 5.8 5.7 5.7 5.7 5.8 5.8 5.7 .1
August. -------------- 5.9 5.9 5.9 6.0 5.9 5.9 5.9 .1
-escemoe ------------- 5.6 5.8 5.8 5.8 5.8 9.8 5.8
October ............... 5.6 5.9 5.9 6.0 5.9 6.0 5.9 .1
November .............. 56 5.8 5.8 5.9 5.8 5.8 5.8 .1
December ------------- 5.6 5.9 5.9 6.0 5.8 5.9 5.9 .2

1980:
January ---------------- 6.8 6.2 6.1 6.2 6.2 6.2 6.2 .1
February ------------- 6.8 6.0 6.1 6.0 6.1 5.9 6.0 .2
March ---------------- 6.6 6.2 6.2 6.2 6.2 6.2 6.2 . -

Source: U.S. Department of Labor, Bureau of Labor Statistics, April 1980.

NOTES TO TABLE COLUMN NUMBERS
(1) Unadjusted rate. Unemployment rate not seasonally adjusted.

) Official rate (X-11 ARIMA method). The published seasonally adjusted rate. Each of the 3 major labor force
components--agricultural employment, nonagricultural employment and unemployment-for 4 ale-sex groups-males
and females, ages 16-19 and 20 yr and over--are seasonally adjusted Independently using dpa from January 1967
forward. The data series for each of these 12 components are extended by a year at each end of the original series using
ARIMA (auto-regressive Integrated, moving average) models chosen specifically for each series. Each extended series Is
then seasonally adjustA with the X-1 portionn of the X-11 ARIMA program. The 4 teenage unemployment and nonagri-
cultural employment components are adjusted with the additive adjustment model, while the other components are
adjusted with the multiplicative model. A prior adjustment for trend is applied to the extended series for adult male
unemployment before seasonal adjustment. The unemployment rate is computed by summing the 4 seasonally adjusted
unemployment components and calculating that total as a percent of the civilian labor force total derived by summing all
12 seasonally adjusted components. All the seasonally adjusted series are revised at the end of each year. Extrapolated
factors for January-June are computed at the beginning of each year- extrapolated factors for July-December are computed
In the middle of the year after the June data become available. Each set of 6-mo factors are published In advance, in the
Janua and July Issues, res ectivel of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The procedure for computation of the official rate is followed, except that the
data are reseasonally adjusted each month as the most recent dat become available. Extrapolated factors are not used at
all In this method, For example, thfrte for January 1980 would be based, during 1980, on the adjustment of data for the
period January 1967 through January 1980. The rates for the current year are shown as first computed. Since the revision
Fattem and procedure for computation of the rate are identical to the official procedure, the results of this method will be
Identical to the official rate at the beginning of each year when the most recent observation Is December.

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

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

(6) Residual (X-11 ARIMA method). This Is another alternative agregation nethod, In which total employment and
civilian labor force levels are extended using ARIMA models and then directly adjusted with multiplicative adjustment
models. The seasonally adjusted unemployment level Is derived by subtracting seasonally adjusted employment from
seasonally adjusted labor force. The rate Is then computed by taking the derived unemployment level as a percent of the
labor force level. Factors are extrapolated In 6-mo intervals and the series revised at the end of each year.

(7)X-11 method (former official method). The procedure forcomputation of the official rate Is used except that the series
are not extended with ARIMA models and the factors arm projected In 12-mo intervals. The standard X-11 program Is
used to perform the seasonal adjustment.

Methods of adjustment: The X-11 ARIMA method was developed at Statistics Canada by the seasonal adjustment and
times series staff under the direction of Estela Bee Datum. The method is described In the X-1t ARIMA Seasonal Adjust-
ment Meho4, by Estela R4s f)anim, Stxtittics CAnada Cataloper No. 12-564E, S etember 1979.

The standard X-11 method is described In X-11 Variant of the Census Method i1 Seasonal Adiustment Program, by
Julius Shiskin, Alan Young and John Musgrave (technilal paper No. 15, Bureau of the Consus, 1967).
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THE D(PLO1MENT SITUATION: MARCH 1980

Employment declined In March and unemployment returned to Its January level, the Bureau of

Labor Statistics of the U.S. Department of Labor reported today. The March usemployment rate

was 6.2 percent, compared with 6.0 percent In February and 6.2 percent In January. During the

previous year and a half, the unemployment rate had remained in the narrow range of 5.7 to 5.9

percent.

Total employment--as measured by the monthly survey of households--declined by 300,000 to

97.7 million. Total employment has not advanced appreciably since September 1979.

Nonfarm payroll employment--as measured by the monthly survey of establishments--dropped by

140,000 to 90.6 million. Most of this reduction was In construction, which is being affected by

declining housing starts and rising interest rates.

Unemployment

Both the number of unemployed, 6.4 million, and the unemployment rate, 6.2 percent, returned

to January levels after edging down in February. Whereas the overall change was small, there

was a sizeable increase in the jobless rate for adult men to 4.9 percent in March, the highest

since October 1977. The rates for workers in the construction industry and craft workers also

rose in March. There was an increase in the number of unemployed persons laid off from their

last job and in the number unemployed for more than 6 months. On the other hand, jobless rates

for adult women (5.7 percent), teenagers (15.9 percent), whites (5.4 percent), and blacks (11.8

percent) all showed little or no change over the mouth. (See tables A-1, A-2, A-A, and A-5.)

The number of nonfarm workers on part-time work schedules for economic reasons (sometimes

termed the "partially unemployed") remained at 3.4 million in March. Over the past year, their

total has risen by 200,000, all of it among th.e who usually work full time. (See table A-3.)

Total Employment and the Labor Force

Total employment fell by 300,000 in March to 97.7 million, with the decrease concentrated

among adult men. Employment among adult women and teenagers was little changed over the month.

Employment growth has been slowing for several months, and the March level was up only I million
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from a year earlier. Due in part to their employment drop of 230,000 in March. adult men have

experienced almost no employment growth over the past 7ear. (See table A-i.)

The civilian labor force was about unchanged in March and was up only 1.7 million over the

year, the smallest yearly jump in more than 4 years. The labor force participation rate fell by

0.2 percentage point in March to 63.7 percent, with decreases registered by adult men and women.

The employment-population ratio also fell in March. from 59.3 to 59.0 percent.

Discouraged Workers

Discouraged workers are those who report that they want work but are not looking for jobs

because they believe they cannot find any. Because they do not meet the labor market test--that

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

Quarterly averages M monthly data I

Selected categories I I 1 Feb.-
1979 I 1980 1 1980 I Mr.

I I I I I I change
I I IV I I Jan. I Feb. I Mar. I

BOUSBOtD DATA
Thousands of persons

Civilian labor force ................... 1102,3151103,7491104,1941104,2291104,2601104,0941 -166
Total employment.................. I 96,4251 97,6651 97,8041 97.8041 97,9531 97,6561 -297
Unemployment ........................ i 5,890! 6,0841 6.3901 6.4251 6,3071 6,4381 131

Not in labor force ..................... 58,2551 58,8421 59,0221 58,7911 58,9511 59,322! 371
Discouraged Yorkers ................. 7401 7411 9931 N.A.! N.A.! N.A.I NA.

I I I I 1

Unemployment rates:
All workers.....................
Ad lt men ..........................
Mult women.....................
Teenagers.......................
hite...........................
Black and other ....................
Full-time Yorkera ................

ESTABLISHMET DATA

Nonfarm payroll employment ............
Goods-producing industries .........
Service-producing industries .......

Average weekly hours:
Total private nonfarm ..............
Manufacturing ......................
Manufacturing overtime.............

p-preliminary

Percent of labor forceI I I I I 1
5.81 5.91 6.11 6.21 6.01 6.21 0.2

.1 4.01 4.21 4.71 4.71 4.6! 4.91 .3
5.71 5.71 5.71 5.81 5.71 5.71 0

.1 15.91 16.11 16.21 16.31 16.51 15.91 -. 6

.1 5.01 5.11 5.41 5.41 5.31 5.41 .1
.1 11.41 11.21 11.71 11.81 11.51 11.81 .3

.1 5.2! 5.41 5.71 5.71 5.61 5.81 .2I I I I

I Thousands of lobs
1 88,7241 90,

108
1
9 0

,
6 8

7pi 90,65
2
190.77

6
p190,634p -10p

I 26,4861 26,587126,684pl 26,783126.719p26,549pl -170p
.1 62.2381 63,521164,003pl 

6
3,8

69
164,055pl

64
,085p 3pI u I I I I I

I. lHours of work

I

I
35r8!
40.61
3.7!

1

I I 1 1
35.71 35.5p! 35.71 35.5p1 35.4p1
40.21 40.OpJ 40.31 40.0pl 39.8p1
3.21 3.lpl 3.21 3.Ip1 3.lpl

I I I I l
N.A.-not available

-0. lp
-.

2
p

Op
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is. they are not engaged in active job search--they are classified as not in the labor force

rather than unemployed. Data for this group are published quarterly.

The number of discouraged workers Jumped sharply in the first quarter of 1980 to a level of

I million. This represented a 250,000 increase over the last quarter of 1979 and brought the

number of discouraged workers to Its highest level since the third quarter of 1977.

Three-fifths of the total cited job-market factors as the reason for their discouragement, the

sme proportion as in the previous quarter. (See table A-10.)

Industry Payroll Employment

The number of employees on nonagricultural payrolls fell by 140.000 to a March level of 90.6

million. Payroll employment was only 1.6 million higher than a year earlier.

The largest over-the-month decline occurred in the construction industry, where employment

dropped by 135,000. This was the second consecutive monthly reduction in this industry, with

the 2-month decrease totaling 200,000 jobs; up through January, employment had been rising.

Manufacturing employment was down slightly in March, with the transportation equipment, food

processing, and lumber industries posting the largest declines. Employment in the

service-producing sector was unchanged at 64.1 million, as a small job gain in the services

industry was about offset by an employment drop in retail trade. (See table B-1.)

Rours

The average workweek'for production or nonsuperisory workers on private nonagricultural

payrolls fell for the second straight month, to 35.4 hours in March. All of the declines took

place in the goods-producing sector. The manufacturing workweek, which is recognized as a

leading indicator of business cycle developments, decreased 0.2 hour in March to 39.8 hours and

was down half an hour since January. The construction workweek was down 1.2 hours over the

month and 2 hours since January. (See table 3-2.)

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

nonfarm payrolls fell 0.5 percent to 125.9 (1967-100) in March and was only 0.2 percent higher

than in March 1979. The manufacturing index dropped nearly 0.8 percent in March and has fallen

by 4.3 percent over the year. (See table B-5.)
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Hourly and eekly Earnings

Average hourly rsrnings of production or nonsupervisory workers on private nonagricultural

payrolls rose 0.9 percent in March and 7.8 percent over the year (seasonally adjusted). Average

weekly earnings rose 0.6 percent in March and were up 6.3 percent over the year. (See table

8-3.)

Before adjustment for seasonality, average hourly earnings rose 4 cents in March to $6.50

and were 48 cents higher than a year before. Average weekly earnings were $228.80, up $2.05

over the month and $13.89 over the year.

The tn-urly Earnings Index

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

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

245.0 (1967-100) in March, 1.0 percent higher than in February. The Index was 8.8 percent above

March a year ago. In dollars of constant purchasing power, the Index decreased 5.2 percent

during the 12--month period ended in February. (See table 3-4.)
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Explanatory Note

This news release presents statistics from two major
surveys, the Current Population Survey (household
survey) and the Current Employment Statistics Survey
(establishment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the-A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
65,000 households that is condt,,ea; by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The establishment survey provides the information. on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
162,000 establishments employing more than 32 million
people.

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

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

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

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

People are classified as employed if they did any work
at all as paid civilians; worked in their own business or
profession or on their own farm; or worked 15 hours or
more in an enterprise operated by a member of their
family, whether they were paid or not. People are also
counted as employed if they were on unpaid leave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

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

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

The civilian labor force equals the sum of the number
employed and the number unemployed. The unemploy-
ment rate is the percentage of unemployed people in the
civilan labor force. Table A-4 presents a special group-
ing of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor force.
lUhe definitions are provided in the table. The most
restrict' e definition yields U-I, and the most com-
prehensise yields U-7. The official unemployment rate
is U-5.

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

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

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

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

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

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

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

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

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

Measures of civilian labor force, employment, and
unemployment contain components such as age and sex.
Statistics for all employees, production workers,
average weekly hours, and average hourly earnings in-
clude components based on the employer's industry. All
these statistics can be seasonally adjusted either by ad-
justing the total or by adjusting each of the components
and combining them. The second procedure usually
yields more accurate information and is therefore
followed by BLS. For example, the seasonally adjusted
figure for the civilian labor force is the sum of eight
seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment is the sum of the four
unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total employment by the estimate of the civilian labor
force.

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

Sampling variability
Statistics based on the household and establishment

surveys are subject to sampling error, that is, the
estimate of the number of people employed and the
other estimates drawn from these surveys probably dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount
of the differences can be expressed in terms of standard
errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey,
and other factors. However, the numerical value is
always such that the chances are 68 out of 100 that an
.stimate based on the sample will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on
the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. 41

the 90-percent level of confidence--the confidence limits
used by BLS in its analyses--the error for ,the monthly
change in total employment is rin the order of plus or
minus 293,000; for total unemployment, it is 185,000;
and, for the overall unemployment rate, it i' 0.19
percentage point. These figures do not mean that the
sample results are off by these magnitudr- but, rather,
that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ rront the
estimates by more than these' amounts.

Sampling errors for monthly surveys aze reduced
when the data are cumulated for several months, such
as quarterly or annually. Also. as a general rule,
the' smaller the estimate, the larger the sampling
error. Therefore, relatively speak.j, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, 's much smaller
than is the error for the jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is '23 percentage point; for teenagers, it is
1.06 percentage points.

In the establishment survey, estimates for the 2 most
current months are based on incomplete returns; for this
reason, these estimates are labeled preliminary in the
tables. When all the returns in the sample have been
received, the estimates are revised. In other words, data
for the month of September Are published in
preliminary form in October and November and in final
form in December. To remove errors that build tsp over
time, a comprehensive count of the employed is con.
ducted each year. The results of this survey are used to
establish new benchmarks-comprehensive counts of
employment-against which month-to-month changes
can be measured. The new benchmarks also incorporate
changes in the classification of industries and allow for
the formation of new establishments.

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

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensi,,e
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for $2.75
per issue or $22.00 per year from the U.S. Government
Printing Office, Washington, D.C. 20204. A heck or
money order made out to the Superintendent of
Documents must accompany all orders.

Employment and Earnings also provides approxima-
tions of the standard errors for the household survey
data published in this release. For unemployment and
other labor force categories, the standard errors appear
in tables A through I of its "Explanatory Notes."
Measures of the reliability of the data drawn from the
establishment survey and the actual amounts of revision
due to benchmark adjustments are provided in tables K
through P of that publication.
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Table A-7. Range of unempl mownt measures based on varying definition$ of unemployment and the labor force.
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TWbe A-0. EmpIoyment status of male Vetiam-wra vetor*"s wnd nonvetereno by a", not gs*8onsIy adjusted
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Tabe S-1. Emptoy.e. an9 nOnl8griculturl6 payrolls by industry
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Table S.2. Avewrge weekly hours of production or nonmupervisory workers, on private
nonagricultural payrolls by kndnltry

ESTABLISHMENT DATA
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Table B-3. Avevage hourly and weekly esminpg of production or nonsupervlaory vwokws on privale
nonagriculuroai payrolls by Induetoy
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Foo11 9.92 9.69 9.66 2142.11 291.49 219.92 19 .14
.14 1.12 7.20 2 .1 22.99 299.96 270.94 211

Te4t W1 prO'¢ ...... 4.52 4.90 4.90 4.91 192.61 200.41 199.92 91.94
AP W WI4 . P . .... . . .4.19 4.45 4.46 4.51 199.33 151.6 117.91 119.97
Pk- ww .& 1.. . 11 7.96 7.10 7.13 21.09 219.65 7.25 1 . 27
F ."-dWOI .. 9.11 7.20 7.21 7.3 253.27 291.84 21.92 272.29
Ch.7 7.4 7.99 9.05 229.59 552.45 512.73 '5.o49
P.troW- -d ..x . 9.31 9.49 9.21 9.11 427.79 242.25 564.72 55.4
nwb " n klO ........ 5.9 9.25 9.29 9.3 242.10 211.39 249.77 213.02
L v4l~ 4. l17 pm dm .... . . . 4.1 4.46 4.49 4.5L 149.70 111.91 165.21 16. 1

TRA992PTATIOIAPDPJSL UTILITE. . 7.0 .56 9.90 8.2 219.42 56.12 41.42 545.9

W9O4L+EAALE AND RETAJL TRADE 4.99 5.24 1.26 $.29 9961.31 170.5 172.91 172.19

m4OLE0ALE TRADE ............ . . . 9.23 6.72 6.74 6.90 2412.3 22.12 2291 21.*
RETAIL TRADE. . 4.47 4.71 4.79 4.90 115.44 242.49 942.44 149.0

FINANCE. I N AJ IC. AO REAL ESTATE ......... . . 5 .16 5.25 5.0 5.99 7.1 201.41 202.28 75

SERVICES ............ . 2.291 .62 .91.

5.6 1.+ 5.w1 5I.we 137. 11..
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ESTABLISHMENT DATA

Table B.4. hmirty eamings iodex for prodwel m' nonsupervisery workers' on prvets
nonagrcultilmral payrolls by industry dlvtIles. memenaily adjused
ri"7',in6l

ESTABLISHMENT DATA

?AI. OCT. 1o. DEC. JA. AR. I AI.

1979 179 1979 1979 190 1480 1180 AI. 1479- 996. 1980,
944. 4990 PAt. 1180

TOTAL PRIVATE NONFAAM:

C~ . . . . 225.2 234.9 23.3 219.5 240.5 242.5 243.0 P.0 0.0
C-am 107.3 104.1 104.4 1O.F 102.6 102.2 I.A. 42) (3)

WRONG 26.1 26.0 271.4 273.2 274.0 276.2 79.9 9.3 1.4
..... ..... 21A.3 224.0 2215. 227.6 225.1 230.0 231.2 4.9 .

AC102.7 200 242.1 04,43 24.3 248.0 230.1 9.4 .9
7AA57A ,058 xP.548Cff.134 242;,.1 231.9 218.9 240.2 041.2 243.0 243.7 9.2 4.0TA AMAD, ,= "4.. ,"0.. , .

WHOLESA-1EAIL 7584 2t9.4 227.4 229.3 2IL.2 224.7 233.4 230.4 6.3 .9

F WAICE.10.9aaACS.NAL INTAT 209 213.1 219.2 21 9.1 218.4 220.2 223.8 10.2 2.3
• 223.) 132.3 234.7 237. 23.0 239.7 042.1 6.5 1.0

t 14 PSOOTWOT' 1, 04E1 3-.
P PERCENT CR490, 901 -1.2 10 108VOA0T 1979 TO 79349AIT 1PO. TPE LATEST FOTP AVAILAIEF.

PIECE7T CHANCE W:S .5 719OM JANUART 1900 TO 0P91A01 190. THE LATST "OI " 7191..L

NOTEAN -Am . "'74 m -w ftre Te b -d O% ofm ys - P the. In W~ft t. WdIVP -P .w f

Table 8-5. Indeesa of aggregate we@ ly hours of production or noraupervleory workers. on priele

nonagriculttral payrolls by industry, seasonaIIy adjusted
il174071 - . -__ ____
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ESTABLISHMENT DATA ESTABLISHMENT DATA

Table .S. Indzee of diffusion: Percent of Industries in which employment
1

Increased

[M mad *an& Ow.614e m Jve O2nm j- m Ow ..& O- N Ca 120 -

177

I. hwuer7.....,,....... 417.2 14,3 84.6 11.6
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63.. 72.7 77.6 46.9

July .. ,,*.,,...... .. 70.) 70.2 70.3 1S.t
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PRODUCER PRICE INDEXES--MARCH 1980

The Producer Price Index for Finished Goods moved up 1.4 percent from February
to March on a seasonally adjusted basis, the Bureau of Labor Statistics of the U.S.
Department of Labor reported today. The March advance was not quite as large as the increases
reported for either January or February. Prices for intermediate (semifinished) goods roqe
0.5 percent, less than in any month since July 1978. Crude material prices declined 2.2 per-
cent following a 2.6 percent rise in February and a 0.9 percent drop in January. (See
table A.)

Among finished goods, prices for energy goods increased 7.2 percent, nearly as much
as in February and considerably more than in any other month In the past 6 years. Consumer
food prices rose 1.1 percent, following declines in each of the first 2 months of the year.

Table A.- Percent changes from preceding month in selected stage-of-processing
price indexes, seasonally adjusted*

Finished goods I Intermediate goods [ Crude goods

[ I I Foods t I Foodstuffsl I
I I Total [Consumer Other I Total I and I Other I Total I and " [Other I

Month foods II feedsj/l I I feedstuffsl III II I I I I
I I I I I I I I I I
I I I I I I

Mar..1979t 1.0 1.3 0.9 I 1.0 1 -0.8 1 1.1 1 1.9 1 1.7 1 2.3 1
[Apr . .... .8 1 -. 4 1 1.2 1 1.5 1 .1 1 1.6 1 -. 4 -. 4 1 -. 3
[May .... I .5 1 -1.0 1 1.0 I 1.0 1 .1 I 1.0 1 .7 1 -. 7 1 2.7 1
[June ... . .6 -1.0 1 1.1 1 1.0 1 5 1 1.0 1 1.2 1 0 1 2.8 1
JJuly .... 1 1.2 1 .7 1.3 1 1.6 4.2 t 1.5 1 2.2 1 3.0 1.2 1
lAug. ..... 1.1 1 1.5 I 10 1 1.4 1 .9 1.5 1 .2 1 -.5 1 1.2 1
[Sept.....I 1.5 1.41 1.51 1.51 .51 1.51 2.21 1.4 1 3.21
lOct ... 1 1.1 -. 1 I 1.5 1 1.7 1 .3 1 1.8 1 1.1 1 .1 1 2.3 1
Nov .... I 1.2rl 1.9 1 .Orl .9r -. 3 .9r 1.3 1 1.0 1 1.7
Dec . -I .8ri .2 1 .9r0 1.0r .3-1 "[ .lIr 1.3 1 .2r I 2.6riII II I I iI
Jan. 19801 1.61 -. 81 2.4 1 2.81 -2.7 1 3.0 -. 91 -3.8 1 2.81

IFeb .. 1 1.51 -. 51 2.01 1.81 5.51 1.71 2.61 2.2 1 3.21
IMar .... 1 1.41 1.11 1.51 .51 -3.01 .71 -2.21 -2.7 1-1.41
L . . ..... . I I

JJ Intermediate materials for food manufacturing and feeds.
* Data for November 1979 have been revised to reflect the availability of late reports

and corrections by respondents. For this reason, some of the figures shown above
and elsewhere in this release may differ from those previously reported.

r- revised.
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Prices for consumer goods other than food and energy moved up 0.4 percent, much less
than in either January or February. Capital equipment prices rose 0.8 percent, about
the same as in most recent months. (See table B.)

Before seasonal adjustment. the Producer Price Index for Finished Goods increased
1.2 percent to 238.2 (1967-100). Over the year, the Finished Goods Price Index advanced
13.9 percent. The index for finished energy goods climbed 82.2 percent from March 1979 to
March 1980, the finished consumer foods index rose 3.0 percent, finished consumer goods
other than food and energy advanced 11.5 percent, and capital equipment prices were 9.5 per-
cent higher than a year ago. Prices for intermediate goods were up 18.0 percent over the
year, and the Producer Price Index for crude materials increased"9.7 percent.

Finished consumer eood . The Producer Price Index for finished consumer goods
advanced 1.6 percent in March, seasonally adjusted, the same as in January and slightly
less than in February (1.8 percent). Energy prices'continued to advance at an unusually
rapid pace. Gasoline prices rose 8.5 percent, and prices for home heating oil rose
6.3 percent; both of these increases w'ere about the same as in the preceding month.

The index for finished consumer foods advanced 1.1 percent after declining 0.8 and
0.5 percent in January and February, respectively. Prices turned up sharply for eggs.

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

J Changes from preceding month, seasonally adjusted IChange in I
I t I finished I
I I I I Finished consumer goods excluding foodslgoods from I
I I Capital Finishedi I 12 months
I Month IFinishedi equip- Iconsumerl I I ago I
I I goods I meant I goods I Total I Durables I Nondurables [ (unadj.)
II I I I I I

I I I I
L I , I _

[Mar. 19791 1.0 1 0.6 1 1.1 1 1.1 1 0.5 1 1.4 [ 10.6 IIApr.... I .81 1 .6 1.2 .8 I 1.5 10.4

[ay .... I .5 .51 .5 1.4 .6 1.8 10.2
1June .... 1 .61 .71 .61 1.41 .6 1 1.9 1 9.9 1
IJuly .... I 1.2 1 .8 1 1.3 1 1.7 1 .8 1 2.2 1 10.3 1
JAug . ... 1 1.1 1 -.1 1 1.6 1 1.7 1 0 1 2.7 11.1 1
ISept ..... 1 1.5 1 .7 1 1.8 1 1.9 1 1.5 1 2.2 12.0 1
[Oct .. 1 1.1 1 .9 1 1.2 1 1.8 1 1.6 1 2.0 12.3 1
[Nov .. I 1.2r I .7r I 1.4r I 1.lr I .9r I 1.2r 13.Or I
[Dec .... I .Sr .7r I .7r I l.Or I 8r I 1.lr 1 12.5 1
I I I IIII
[Jan. 19801 1.6 1 1.6 1 1.6 1 2.8 1 3.2 L. 2.6 13.0 1
IFeb .. 1 1.5 1 .7 1 1.8 1 2.9 1 1.8 I 3.5 13.3
IMar . ... I 1.4 1 .8 1 1.6 1 1.9 1 -. 4 3.2 1 13.9 1t I. II

5 Data for November 1979 have been revised to reflect the availability of late reports
and corrections by respondents. For this reason, some of the figures shown above
and elsewhere in this release nay differ from those previously reported.

r= revised.
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pork, and fresh and dried vegetables after decreasing in February. Price increases
accelerated for fish, milled rice, confectionery end products, and cske mixes. On the
other hand, prices for leef and veal. refined sugar in consumer size packages, and fresh
fruits turned down after rising sharply in the previous month. Prices for processed
poultry and roasted coffee also fell but not as much as in February.

Priceincreases slr'ded markedly for consumer finished goods other than food and
energy in March. Most of the slowdown was due to prices for precious metal jewelry,
which declined 11.0 percent after climbing 55.3 percent from November through February.
Prices for tires and tubes also declined afeer a sharp increase in February, Prices for
apparel, household furniture, household appliances, mobile homes, sanitary papers and
health products, and nonalcoholic beverages rose but not as much as in the preceding
month. On the other hand, prices for leather footwear, flatware, and floor coverings
turned up after declining in February.

Caaltal eu1Ant. The index for capital equipment rose 0.8 percent, about the
same as in the previous month. Some of the largest advaces occurred for pumps and
compressors, motor trucks, generators and generator sets, machine tools, commercial
furniture, agricultural machinery, oilfield machinery, chemical industry machineryand
industrial process furnaces.

Intermediate materials

The Producer Price Index for intermediate materials, supplies, and components moved
up 0.5 percent in March, seasonally adjusted, much less than in either Janaury (2.8 per-
cent) or February (1.8 percent). This slowdown was partly due to lower prices for
nonferrous metals, foods, and feeds. In addition, price increases moderated for some
energy products.

The intermediate energy index moved up 3.1 percent, following 2 months of more substantial
increases. Prices rose less than 1 percent (much less than in February) for electric power,
liquefied petroleum gas, residual fuel, and lubricating oil materials, Commercial jet fuel
and diesel fuel prices, however, both rose more than 5 percent for the second consecutive
month.

The intermediate foods and feeds index fell 3.0 percent, In contrast to a
5.5 percent jump in the preceding month. Prices declined for refined sugar used in
food manufacturing, feeds, crude and refined vegetable oils, and flour. On the other
hand, corn syrup prices rose sharply.

The index for intermediate materials less food and energy rose 0.3 percent, much
less than for any month in over a year. Much of the slowdown was caused by the durable
manufacturing materials grouping, which declined 1.7 percent as prices for copper, gold,
silver, and jewelers' materials all fell between 15 and 25 percent. Lead prices were also
lower. In contrast. the indexes for nickel, tin, and zinc rose substantially.

The construction materials index advanced 1.1 percent, nearly as much as in
February. Some of the largest price increases occurred for fabricated structural metal
products, nonferrous wire and cable, bituminous paving materials, concrete products, and
millwork prices for most other construction materials also moved up. On the other hand,
prices for softwood lumber and plywood turned down.

Prices for many nondurable manufacturing materials continued to rise sharply.
including industrial chemicals, paper, phosphates, and nitrogenates. In addition, the
indexes for finished fabrics, gray fabrics, and synthetic fibers registered substantial
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increases after little or no change In the previous month. In contrast, prices for
leather and inedible fats and oils declined for the second consecutive month.

In the manufacturing components category, the rate of increase for electronic
components slowed considerlhly. Prices continued to move up-substantially, however, for
motor vehicle parts, switchgear and switchboards, and internal combustion engines. Among
other intermediate goods. prices for photographic supplies were virtually unchanged
following an increase of more then 50 percent in February. Price increases also slowed
for many types of machinery parts. In contrast, large increases were registered for
plastic parts, pesticides, and mixed fertilizers.

The Producer Price Index for crude materials for further processing declined 2.2 percent
in March on a seasonall adjusted basis, following a 2.6 percent increase in February.
Prices for crude foodstuffs and feedstuffs turned down sharply, following a marked increase
in February. and crude nonfood material prices fell 1.4 percent, the sharpest drop since
June 1977.

The index for crude foodstuffs and feedstuffs decreased 2.7 percent, following a
2.2 percent increase in February. Prices for raw cane sugar fell 26.4 percent after climb-
ing 43.9 percent in the previous month. Livestock, soybeans, grains, and cocoa beans also
fell after rising in February. Poultry prices moved down, but the fall was much less than
in February. In contrast, green coffee prices moved up considerably more than in the
previous month. Fluid milk-prices also rose.

The index for crude nonfood materials less energy fell 4.9 percent, in contrast to a
4.4 percent increase in February. Prices for copper base scrap, cotton, iron and steel
scrap, and natural rubber fell following increases in February. Hides and skiri and
wastepaper moved down considerably for the second consecutive month. On the other hand,
prices for aluminum base scrap and potash rose.

Prices for crude energy materials rose 0.6 percent, much less than the 2.4 percent
advance in Tebruary. Natural gas prices edged down following a substantial rise in
February, but crude petroleum and coal prices increased more than in the preceding monrh.
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received in primary markets of the United States
by producers of commodities in all stages of processing,

These data were previously presented as the Wholesale
Price Index The name -Producer Price Indexes~ is
now being used to reflect more accurately the coverage
of the data. The sample used tor calculating these in-
dexes continues to contain nearly 2,800 commodities
and about 10,000 quotations selected to represent the

movement of prices of all commodities produced in the

manufacturing. agriculture, forestry, fishing. mining,
gas and electricity, and public utilities sectors The

universe includes all commodities produced iir im-
ported for sale in commercial transactions in primary
markets in the United States

Producer Price Indexes can be organized by stage of
processing or by commodity. The stage of processing
structure organizes products by degree of fabrication

(i.e.. finished goods, intermediate or semifinished
goods, and crude materials) The commodity structure
organizes products by similarity of end-use or material
composition, n ou der

Finished goods Pre commoditiat
go further processing and are ready for sale to the ulti-

mate user. either an individual consumer or a business
firm. Capital equipment (formerly called producer

finished goods) includes ciiniriiidi ties vuch as lir
trucks, farm equipment, and n.ihirc ils I-irincd
consumer goods include fiiids and other spcv W, g,-, id-
eventually purchased by retailcrs and uved b% 111n
sumees. Consumer tiiiods include unprocebscd 1,-d
such as eggs and resh seg.tables a, %ell ,. p ir,,.,Cd

loods such as bakery priduis and rir~ms tOther
finished consumer goiids include darai'lc -ujh i,

automobiles, houchild furniture, and iilm ind

nondurables such as apparel and gay.lire
Iriternii diuii naieii'ols supplitew mtwnmirpoir

coninodi scs that have bccn pr.cc,,cd but require -

turher processing before the. beciie lii shed goods
Examples of such senilinished goods iriude tflur,
cotton yarns. steel mill priiduct. beltv and beltig.
lumber. liquelsed petroleum gas. pipe l(,cs, and
motor vehicle parts.

Crude materials fur hirili r nsprrei.. ,, include prid-
ucts entering the market I)cr the tirt tince shc.h ha c
not been manufactured otr labricated but Ahl be, price
essed bctore becoming finished god. S.rap iuracri. X
are also included Crude Iodvtiv s. iid ieedvtuliv iii-

elude iteies such as grsinv and liv stock Ev.aiplcv or
crude nonhcd niaier ial include r.is cilil. ukuic
petroleum, natural gas. hides arid skins. aid ir mi I-d

steel scrap

INTERMEDIATE MATERIALS, CRUDE MATERIALS
FINSE eowl$ SUPPES AND COMPONENTS

AUTO TRUCK /-'~ "i~sMRU 77
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For analysts of general price trends, stage of process-
ing indexes are more useful than commodity grouping
indexes, This is because commodity grouping indexes
sometimes produce exaggerated or misleading signals
of price ch,',nges by reflecting the same price movement
through various stages of processing. For example, sup-
pose that a price rise for steel scrap results in an in-
crease in the price-of steel sheet and then an advance in
prices of automobiles produced from that steel. The All
Commodities Price Index and the Industrial Com-
modities Price Index would reflect the same price
movement three times--once for the steel scrap, once
for the steel sheet, and once for the automobiles. This
multiple counting occurs because the weighting struc-
ture for the All Commodities Index uses the total ship-
ment values for all commodities at all stages of process-
ing. On the other hand. the Finished Goods Price Indd.,
would reflect the change in automobile prices, the In-
termediate Materials Price Index would reflect the
steel sheet price change, and the Crude Materials Price
Index would reflect the rise in the price of steel scrap.
(See illustration.)

To the extent possible, prces used in calculating
Producer Price Indexes appiy to the first significant
commercial transaction in the United States. from the
production or central marketing point. Price data are
generally Col!ected monthly, primarily by mail ques-

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

In calculating Producer Price Indexes, price changes
for the various commodities are averaged together with
weights representing their importance in the total ye'.
selling value of all commodities as of 1972. Tri
detailed data are aggregated to obtain inches for stage
of processing groupings, commodit., geoupirgs,
durability of product groupings, and a number of
special composite groupings. Each md,.x measures
price changes from a reference period which eqia,s
100.0 (usually 1967, as designated by the Offic,. of
Management and Budget). An increase of 85 percent
from the reference period in the Finished Goods Price
Index, for example, is shown as 185.0. This chat ge can
also be expressed is dollars, as follows: "The price of a
representative sample of finished goods ;old in p i nary
markets in the United States has riser from $100 in
1967 to $185."

A Note about Calculating
Index Changes

Movements of price indexes from one month to
another are usually expressed as percent changes rather
than changes in index points because index point
changes are affected by the level of the indc-s in relation
to its base period, while percent changes are not. The
box below shows the computation of index point and
percent changes

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

loss p, h,n r ind% I 55
,:ual, indexc p.rnt Oihngc ii.

0 001
i.!SlILfmlkJ pt ad ii5  liii 000 100
cquais indani pcra-ni chAnge 0tS

A Note on Seasonally
Adjusted Data

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

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

The unadjusted data are of primary interest i users
shri need information which can be related to the ac-
tuii dollar values of transaiuns Individuals requir-
ing this information include marketing specialists.
purchasing agents, budget and cost analysts. iiniradct

specialist, and commodity traders Unadjusted data
generally are used in escalating contracts such as
purchase agreements or real estate leases.

66-785 0 - 80 - 7
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Table 3. Producer price indexes for selected commodity groupings'
( 196,: 100)

Unadjusted index

Grouping Nov. 1979 Z/IMarch 1980 I
All Conodities ... .... .'.247.2 1 25i.5 I
All Commodities 01957-590100) ........ 262.5 P 277.5 I

MAJOR COMMODITY GROUPS

Farm products and processed foods and feeds ........ 232.5 234.9 I
Farm products ..................................... 240.2 259.3
Processed foods and feeds ................. ..... .. 227. 1 23!.5

Industrial commodities .......... I 250.6 I 268.2
Textile products and apparel ........................ 172.8 173.9
HideS. skinsi leather, and related products ...... 248.9 Ie246.8
Fuels aind related products and power I/ ......... 476.9 553.5
ChemiJcals and allied products I/ ..................... I 236.0 251.6
Rubber and plastic products .......................... 1 204.9 212.7
Lumber and wood products ............................ 1 298.9 295.7
Pulp, rarer, and a~l ed products ..................... 1 229.5 241.6
Metals and metal products .................. . . 271.1 I 26.3
Mazhiery and equipment ..................... 221.3 I 231.9
Furni ture and household durables ..................... 1 176.4 184.6
Nonmetallc mineral products ......................... 1 257.4 276,1
Transportation equipment (Dec..1968100) .............. I 194.8 198.8
Miscellaneous products ............................... 221.4 256.2

Industrial commodities less fuels and related
products aiid power ................................... 226.9 238.4

OTHER COMMODITY GROUPINGS

01-9 Other farm products ............................ 318.3 311.5
02-1 Cereal and bakery products .................... 222.5 231.3
02-2 Meats, poultry. and fish ...................... 1139.3 239.2
02-5 Sugar arid confectionerv .......................... 222.9 P 63.6
02-6 Beverages and beverage materials ................. 1 22_1.2 226.0
02-63 Packaqed beveraqed materials ..................... P 368.0 353.1
02-7 Fats and oils .................................... 241.9 1 222.4
04-4 Other leather and related products ............... 208.4 217.9
05-3 Gas fuels I/ ........... P 637.01 720.3
05-7 Refined petroleum products .3/ ............. p 5.4 657.9
06-3 Druqs and pharmaceuticals ......... ............... 163.0 168.9
06-5 Agricultural chemicals and products..... .. . . . . . .. 229.5 256.0
06-7 Other chiemicals and allied products .............. 198.8 P 214.5
0'-I Rubber and rubber products ....................... 223.7 232.3
01-11 Crude rubber..................................... 237.2 254.9
07-13 Miscellaneous rubber products .................... 217.1 P 223.4
V9-I Pulp. paper. arid products, excluding building

. paper arid board .... .. ........ .. . ...... .. 231 1 243. t
09-15 Converted paper and paperboard products .......... 2919.0 - 231.3
10-1 Iron arid steel ................. ................. 292.0 301.6
10-13 Steel mill products ......... I 288.8 295.6
10-2 Nonferrous metals ................................ 284.1 320.9
10-4 Hardware ..... . . . . ... ... ....... P 225.5 25-0.5
It-S Metalworking machinery and equipment............. 252.2 264.1

1-4 General purpose machinery and equipment .......... 244.2 255.7
11-7 Electrical machinerV and equipment ............... 134.9 195.9
11-9 Miscellaneous machinery and equipment ...... 214.9 222.7 1
13-Z Concrete ingredients. ................... ........ 249.6 266.0
1t-1 Moto vehicles and equipment .. .................. 197.4 : 00.8
15-4 Photographic equipment and supplies ........... I 161.2 219.4
15-9 Other miscellaiieous products..................... 293.3 352.3

I/ Indi,4e5 for these commodity groupings are not included
in Table 2 because their components are divided among different
mtaqrn of processing,

Z/ Data for Nov, 1919 have beei revised to reflect the
avai labilitv of late reports and corrections by
rpspondenIts. All data are subject to revision 4
mopithn attr ortqinal publication.

3' Prices of some items iii this grouping are laqqed I month.
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Chart I
Frnlshed Goods Price Index and Its components

1970 - 80
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Chart 2
Intermediate Materials Price Index and Its
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Chart 3
Crude Materials Prf-ce Index and its components.
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Representative BoLwxo. I'm not sure that there are many questions
to be asked. But I do have a few.

One is, I guess I start out with one that I suppose is a little bit-
not unfair, but a little bit difficult. Everybody has been predicting for
months, or almost everybody, that we were going to go into a recession
and the recession had not appeared. Then there was a spate of at least
some people saying that probably we wouldn't have anything except
a very mild recession, if any recession at all.

I wonder if these employment figures are significant enough to make
it possible to have any judgment that a recession is not far off

Ms. NoRwooD. I don't think that one can make any judgment about
a recession from these figures alone. I think we can say that the first
quarter of 1980 showed a clear deterioration after the relative stability
that we have had for some 18 months before. I think that the major
change in March, of course, was focused primarily in the construction
industry. A recession, as you know, Congressman Bolling, is defined
generally as being very widespread. We don't have any indication of
that yet

I would say that it is too soon to say. But I have been one of those
people who for many, many months has been saying that.

Representative BOLLING: Do you have any idea what occurred to
make Us all wrong in terms of our suggestions that a recession was
going to come earler? I know that I keep wondering what happened,
and I suppose you do, too, along with everybody else, what strength
in the economy did we miss?

Ms. NoRwooD. I think everyone underestimated the strong employ-
ment growth. I think everyone underestimated the effect of inflationary
expectations on the services sector. I think people underestimated the
willingness of families to extend their credit. And I think that per-
haps some of the problem may have been that most of the forecasts that
are made by economists are based upon evidence from the past, and
we have had during the decade of the 1970's some very radical social
changes.

The number of two-earner families, for example, makes a very im-
portant difference, it seems to me. And I think that people's attitudes
about what might be happening to the economy have had an effect oi
their behavior generally.

Representative BoLING. I notice your comment and even emphasis
on the fact that an unusually high percentage of families headed by
females have no earner at all. I think that is significant and something
to be remembered when we discuss the hardship that results from even
a relatively slight recession.

It seems to me that people tend to--not you, of course, but people
tend to take refuge in generalizations to avoid the fact of very severe
social pain which results from even a relatively mild recession among
certain groups.

Ms. NORWOOD. One of the difficulties, obviously, as you so well point
out, is that people tend to look at aggregate numbers and don't look
below them. I think that is true. When one looks at the effect that
inflation may have on various groups ofthe population, when one
looks at the effect that unemployment may have, one sees that differ-
ent families and different people may be affected ini different ways.
And that's one of the reasons that we have worked so hard in the
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Bureau of Labor Statistics to try to develop a new data base which
will permit us to tabulate all of our employment and earnings infor-
mation which we are now collecting on a quarterly basis in terms of
the individuals and the families in which they live.

I think that will give us greater insight into social issues
Representative BOLIJNo. It also might give us greater clarity on

what we're doing. We might have a better understanding that equality
of cuts does not turn out to be equality in treatment.

Do the drops in average hours worked which occurred in construc-
tion and nearly all manufacturing industries suggest that a turning
point is developing, that unemployment will soon grow much worse?

Ms. NORWOOD. 1he information on hours is considered a leading
indicator. But I think it is significant that the decline in hours was
so pervasive in the goods producing sector and that the construction
workweek declined by 1.2 hours.

Representative BOLLING. Tell me, how clear is the effect from home-
building in the decline in construction? In other words, how does the
construction thing divide up?

Ms. NORWOOD. That is very hard to tell from our data. As you know,
the Census Bureau information for February showed a significant
decline in single-family housing starts, but a rather large increase in
multifamily structures. That is a little puzzling. Certainly, the
increases in the prime rate and the later increases in mortgage inter-
est rates must be having some effect. This is speculation, of course, on
my part.

In the price area, some of the paperboard and a few of the other
items seem to show some declines, which one would expect if there
were difficulty in the housing market. And yet, some of the other con-
struction materials which are more petroleum-based showed increases
this month. So that situation too is somewhat mixed.

Representative BOLLINO. Well, there is less flexibility on energy and
petroleum prices than there is on some others, is there not? Or does
that consistently show up?

Ms. NORWOOD. The difficulties that we have had, of course, have been
that energy prices have risen, especially since the middle of 1978, and
they have an effect not just at the finished goods level or at the con-
sumer level, but really through the entire manufacturing process. And
what we are experiencing is the passthrough of much of that.

Representative BOLING. Have we ever gotten one of those bubbles
passed through before we got another bubble in petroleum? How
long do the bubbles float? [Laughter.]

Ms. NORwooD. That's a little difficult to anticipate. After the oil
embargo in 1973 we had a big increase in the first half of 1974 in
energy prices. But then relative to other prices at the consumer level
energy prices did not continue to go up as much until about the middle
of 1978. So there was a period there when prices of energy, especially
gasoline, were rising at the consumer level at a rate that was much
lower than all the items in the Consumer Price Index.

Representative BOLLING. It's kind of off the subject, but is there
any proof in any of the figures that you look at that the price at the
pump is having an effect on consumption? Proof?

Ms. NORWOOD. Having stopped this morning to fill up our gas tank,
I would say no, sir. I don't know of any. The Energy Department
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apparently has some--I have seen some figures that they have pub-
lished in the newspapers. But I don't have any direct information to
give you.

Representative BOLLINo. And there isn't any figure or a combination
of figures that would lead us to a conclusion that the reason for the
seeming relative inflexibility in demand is either the necessity of
use or capacity to absorb the increased cost?

The thing that mystifies me is that we really are in a very, very
awkward situation to make policy when we don't know the effect
of policies after they have been tried for quite a long time. I'm not
blaming you. I am blaming us, really, for not doing a better job of
insisting on looking. But I don't even know what the things are that
you look for, and that is what I'm searching for.

Mr. LAYGo. One thing I read the other day which sort of surprised
me was that State government tax receipts on gasoline have declined.
It seems to me that would be a good indicator of what is happening
to consumption. And there are more and more people talking now
about the impact of higher prices on gasoline consumption and more
numbers floating around. I heard numbers for 1979 of 5 percent and
expectations of 8 or 9 for 1980, and also read one from an oil com-
pany that said for every 10-percent increase in price, consumption
would go down 1.5 to 2 percent, which is just phenomenal to me, to
have people talking about impacts of that large a magnitude, when
less than 1 year ago-or about a year ago-we were saying it made no
difference what happened to the price of gasoline, consumption would
stay the same.

So more and more people are looking at it, and I think part of that
reflects the fact that more and more people are doing research in that
area. We are doing some ourselves. And there are a great many other
people doing research. You may have more analytical work on which
to base judgments like that in the next 6 months.

The other thing is that we have not had observations, movements in
petroleum prices like this before for consumption to react to. We have
many more observations now to try to estimate some of these relation-
ships. Next year you will be a lot better off than you were in the last 5
years with respect to information on the impact of rising prices on
consumption.

Ms. NORWOOD. I do think, however, that it is important to note the
point that I made earlier about the difference between the rise in gaso-
line prices in particular and energy after the embargo in 1974, and
then between that period and 1978, because at least at that time if peo-
ple are responding to relative prices, I don't think they were especially
worried. That would seem to fit with some of the newspaper reports
about shifting models of automobiles.

There was, you recall, after the embargo considerable interest in
shifting to automobiles which used less energy. That seemed to begin
to change, and for several years, there was not much interest in that
shift.

Now, with the very large price increases that we have had since the
middle of 1978, there'is considerably more interest in it.

Representative BoLmN. I hear-I haven't verified it, but I hear that
automobile sales are down very drastically, but that the sale of Cadil-
lacs are down very slightly and the sales of Mercedes are up slightly.
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And if that were so, it would be a rather interesting commentary on the
mixed nature of the society's response.

Ms. NORWOOD. Of course, the sale of imports is also up. Smaller
imports and small cars in general are selling at a premium.

Representative BOLLING. I don't suppose that there was a tine when
there was a comparable series of events in Europe. I suppose that they
always were stuck with relatively high prices, so that we don't hive
any basis for comparing their experience with increased prices V ith
our own experience.

Ms. NORWOOD. I think that they have had an entirely different situa-
tion for years. Prices of energy in European countries have been much
higher than they have been here. And over some longer period of time
the tax, the national tax on gasoline, has been much higher and has
increased considerably more in most European countries than in the
United States, where our Federal gasoline taxes increased very little
and the State taxes have gone up just slightly.

Representative BOLLING. Well, it is an entirely different situation,
and I just wondered if there was anything that we could learn or speed
up our learning, because we seem to'be having difficulty in understand-
ing what our policies really accomplish.

Tow, back to unemployment briefly, and sort of a variation in the
standard. Have the increases in unemployment fallen more heavily on
certain groups in the labor force, such as blacks ?

Ms. NORWOOD. The unemployment rates for blacks, Hispanics, teen-
agers, and other disadvantaged people are always much higher than
for whites. The increase in March, however, was considerable for white
men.

This month there was also an increase in unemployment among
black females.

Representative BOLLINO. But basically, their high relative rate of
unemployment continues?

MS. NORwooD. Yes.
Representative BOLLINO. Nothing happens to change that funda-

mental set of figures?
Ms. NORWOOD. Well, you know, Congressman, that depends upon the

time period at which you look. Certainly over the last year that has
happened.

If you go back several years, there has been a decrease in the job-
less rates for all people, white and black. So we have had some im-
provement in this country, without any question. in the employment
position of all groups, including the disadvantaged.

Representative BOLLING. Over how long a period? A 10-year period?
A 20-year period?

Ms. NORWOOD. Well, I was thinking of a period since the last re-
cession, a period since 1976. The data do show some clear declines,
until we reached the sort of plateau that we have been sitting on.

Representative BOLLINO. During that plateau it began to go back
up A I relative discrepancy-if that's the right word.

Ms. NORWOOD. The relative situation has really not changed much.
What has happened is that everything moves, the whole scale moves.

Representative BOLLINO. Well, now, if there were anyv last-hired/
first-fired syndrome, that would show up a little bit laier. It hasn't
shown up yet.
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Ms. NORWOOD. That's right, but as you know, we have to be careful
about that, because part of the question, really, when there is any kind
of significant employment downturn, is where it is occurring; what
industries it is occurring in; and what the demographic profile of the
labor force of that particular industry is.

And we have to remember that there is a difference in the-profile
of various industries-

Representative BOLLING. It is no less dangerous to.generalize there
than anywhere else. Much of the improvement in prices at the inter-
mediate and crude levels resulted from decreases in prices for com-
modities, whose prices axe fairly volatile. These can slow significant
reversals from month to month, as you pointed out. These have slowed
them.

If you take out the prices of these goods, do you see any trends in
prices of any of the three components of the Producer Price Index?

Ms. NORWOOD. Well, we did try yesterday to take out the effects of
food and then on intermediate goods, of the gold and silver, and of
photographic paper that uses silver. And there was a less marked de-
cline, but there was still a deceleration.

So that it is not entirely those items.
Representative BOLTING. Prices of crude energy materials rose 0.6

percent in March, compared to 2.4 percent in February and 3 percent
in January. Do you think this represents a real leveling off of energy
prices? Or were there special factors in March that held the increase
below our higher trend level ?

Mr. LAYNG. There weren't any extremely unusual developments in
March. It's true that natural gas prices held down the increases
which had increased a great deal in the previous 2 months.

The other point is that the prices for crude petroleum which are used
in computing the Producer Price Index, are only those for domestic
crude petroleum and do not include imported crude petroleum.

So we don't really know what is happening to that very significant
piece of the market, arid the evidence on the other end of the pipe is
that they must be going up quite substantially, or something must
be happening.

Ms. NORWOOD. We are working on that. We would like very much
to produce an index of the prices of imported oil. There are some diffi-
culties in getting the data. We've discussed that with the committee
before.

Representative BOLTNG. Well, I missed that, and I won't ask you
to go over it again.

Foods and feeds fell significantly in March, at both the interme-
diate and crude levels, How will this affect food prices at the con-
sumer level, and when?

Ms. NORWOOD. It is very difficult to know how long it takes, or
whether there will be a full passthrough from one stage of processing
to another. I just don't think we can speculate about that.

Certainly, we are always encouraged to see reductions in the price
increases, at the crude level, and particularly at the intermediate level.
The crude index tends to go up and down muck more than the other
indexes.

Representative Bowrawo. What do you consider the reasonable num-
ber of months that is necessary to-have trend set of figures, before they
represent, in fact, a significant, meaningful trend?
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Ms. NORWOOD. That is really an extremely interesting question, and
one that I have thought a lot about. And I think the answer is that it
depend upon the particular series; for example, you'll note that in my
statement this month, I emphasized the first quarter of 1980 in the
employment situation.

We frequently look at the employment situation over the month
and then compare that to the situation over the year. This month my
feeling is that it is important to note that we had a considerable period
of stability and then we had an increase in unemployment in January
and March. February seems to have been an erratic change. Therefore,
we should look at the situation over the period of 3 months.

In the price area, we tend to look at certainly the current month,
but more importandy, at the 3-month spans compared to previous 3-
month spans, or 6 months. It depends in part on what we know is go-
img on.

We also have to look, of course, at all of the other data that are put
out by the Government, things like factory order.3, housing starts, and
things of that sort, in order to be able to determine what is going on.
But in general, we try to stay away from 12-monthism.

Representative BoLLINo. I'm not really going to get into seasonal
adjustment, but I am tempted-years and years ago, I did chair a sub-
committee on economic statistics of this committee. And the disease,
I think, has always b en endemic to be interested in more and more de-
tail, and less andless willing to accept any month as proving much,
because there are all kinds of cycles, and I don't need to tell you about
that.

And there are also all kinds of revisions that are inevitably involved
in figures that are not tentative, but some figures are preliminary, some
figures are final but subject to change, and bo on and so on. And I think
we tend to be a little crude in our handling of those rather delicate
figures. And I think they are delicate. And I think they ought to be
recognized to be not tentative, precisely, but at a different point of
firmness in their life.

They have several particular points in their life. First they are ten-
tative, and they move on. I am not using the professional language be-
cause sometimes even it changes.

But it seems to me that we do tend to take too seriously the monthly
figures, and not seriously enough the long-range trend figures.

Ms. NORWOOD. Well, I think that is certainly true. I would like to
point out that I was pleased to see thot in our seasonal adjustment
table on the unemployment rate that we attach to the statement, that
every single approach brought the same number. That is rather un-
usual.

I do think that is an important issue, and one which the BLS staff
spent a great deal of time discussing yesterday. For example, the
weather in January of this year was very much better than the situa-
tion last year. And that would have a very big effect on construction.

On the'other hand, it is extremely difficult in construction to be sure
that, in the preliminary number, we are getting all of the births of
new establishments in a period of uptrend of employment, and all of
the deaths of small establishments, those that are going oua of
business.
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Our analysis, taken together with other data on housing starts, and
building permits, gives us a pretty strong feeling that there has been
a clear decline in construction employment.

You might take another example, and that is the prices of auto-
mobiles. In the past, you will recall the automobile companies used
to make a price change once a year-at the introduction of a new
model. But about a year or two ago, they announced a different poI-
icy--that of announcing price increases throughout the year.

That obviously must have some effect on the seasonal adjustment
process, because the seasonal adjustment process goes back over a
period of some years.

So we are constantly looking at these things, but all we can give
you is our best judgment. That is one of the reasons that we are
concerned about seeing a single month's rate annualized and then
having headlines saying, "Here is the rate for a full year."

Representative BoLLNo. Well, I think we tend to make that--that
we at this end of the process tend to make that mistake.

And we tend to make the almost fantastic complexity of the
American economy, even within a field-and I suspect that the im-
pacts on construction, generally, have an infinite variation from one
end of the spectrum to the other,-from the person who builds a very
few houses at a time, and is a builder and is very, very subject to the
vagaries of weather, and a person at the other end of the process-
the corporation that builds substantial structures, which are winter-
ized in a way that certainly is not possible for the man that is build-
ing a home.

And you have an entirely different seasonal adjustment factor,
because while we have this enormously increased size of the economy,
we have probably a geometric increase in the complexity of the com-
ponents of the economy.

It is not just a simple industry developing. It is complex and ex-
tremely difficult to understand variations within industries that we
tend to generalize about.

I don't mean that you do, I mean that we do.
Ms. NORWOOD. We try not to.
Representative BOLoN. That, after all, is one of your charges. I

guess ours is a little different.
-If you have nothing to add-I think that we would be delighted

if you have any wisdom to add. We would thank you all very much
for being here. And I appreciate the extraordinarily fine quality of
the work that you do.

And with that, and our thanks to you at BLS, Ms. Norwood, the
committee stands adjourned.

[Whereupon, at 10:40 R.m.. the committee adjourned, subject to
the call of the Chair.]
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Washington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 6226,

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

Present: Senator Bentsen.
Also present: John M. Albertine, executive director; Richard F.

Kaufman, assistant director-general counsel; Mar E. Eccles and
Mayanne Karmin, professional staff members; and Betty Maddox,
administrative assistant

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. This hearing will come to order.
Commissioner, we are pleased to have you this morning, in spite of

the news.
The bottom really dropped out of the labor market last month. In

April, after months of false starts and predictions really missed, the
recession signaled its arrival with a vengeance. I don't think anybody
can question it now.

Some 825,000 Americans were added to the unemployment rolls. As
you can see on that chart [indicating] the unemployment rate jumped
up to 7 percent. The increase in un'employment-eight-tenths of a per-
cent-was the largest since the recession of 1974-75.

In light of today's figures, a lot of economists will be sharpening
their pencils to redo their forecasts.

There's been a Iot of talk in recent weeks about the coming recession
and how it was going to be shallow, but for the next month at least, I
don't think well be hearing many predictions about a shallow
recession.

I know, Commissioner, you don't like to declare trends on the basis
of 1 month's unemployment statistics, but I think that this month,
Fiven the depth of the fall, you might agree with me that the recession
is here.

Over the past 4 months, in fact-from January through April-the
number of Americans out of work has increased by 1.2 million....

Ms. Norwood, we await with interest your report on the state of our
country's labor market, so please proceed.

(109)
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BU-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY W. JOHN LAYNG, ASSISTANT COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS; AND JOHN E.
BREGGER, CHIEF, DIVISION OF EMPLOYMENT AND UNEN-
PLOYMENT ANALYSIS

Ms. NORWOOD. Thank you, sir.
I first would like to introduce John Layng on my right who is an

Assistant Commissioner; and John Bregger who heads our division
responsible for the unemployment data.

The April figures clearly reflect the marked deterioration in the labor
market that many have anticipated. Unemployment rose sharply.
Employment, as measured by both major surveys, declined substan-
tially. The average workweek declined further.

The overall unemployment rate was 7 percent, up from 6.2 percent
in March, and the number of unemployed persons increased to 7.3
million. Over the past 4 months, the number of jobless workers has
risen by approximately 1.2 million. Unemployment among adult men
in April increased a full percentage point to 5.9 percent. Unemploy-
ment among adult women increased from 5.7 percent in March to 6.3
percent in April. Teenage unemployment, however, remained essen-
tially unchanged.

Following the March employment decline which we reported last
month, total employment-as measured by the household survey-fell
by 500,000 in April. Most of these declines took place among adult men.
Blue-collar workers bore the brunt of the 2-month employment cut-
back. For factory workers, the unemployment rate was up almost 1.5
percentage points to 7.9 percent.

Senator-BENTsEN. Let me understand this. I will interrupt you from
time to time if I may because I don't have any other members here.
You said blue-collar workers were the ones that bore the brunt of it?

Ms. NoRwooD. That's right.
Senator BENTSEN. Isn't it traditional that when things begin to slow

down in the economy, employers generally lay off those people at the
lower end of the pay scale and keep their foremen and supervisors
to try to give continuity to the business? Does what you see happening
to blue-collar workers bear this out?

Ms. NoRwooD. Well, I think certainly some of what you say is true.
In addition, I think the point here is that the employment declines are
taking place in the durable manufacturing industries where the blue-
collar workers are employed. For factory workers, as I've said, the
unemployment rate rose to 7.9 percent. The April unemployment rate
for automobile workers rose to 21.5 percent and that for construction
workers to 15.1 percent.
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The employment-population ratio dropped markedly for the second
straight month. The 0.4 percentage point decline in April brought
the ratio to 58.6 percent; this ratio was as high as 59.4 percent at the
end of 1979.

The number of employees on the payrolls of nonfarm industries, as
reported by the establishment survey, fell by almost 500,000 in April.
Durable goods manufacturing, construction, and retail trade suffered
sharp employment declines. By far the largest cutback in durable
manufacturing occurred in transportation equipment, which was hard
hit by recent auto industry layoffs. Construction employment declined
for the third consecutive month. This industry has lost more than
300,000 jobs since January.

The workweek fell for the third straight month both in manufac-
turing and in nonagricultural industry as a whole. Manufacturing
overtime was-also down in April. The index of aggregate workers
hours-which takes account of reductions in employment as well as
in hours-was down by 1.3 percent over the month for all production or
nonsupervisory workers and almost 2.5 percent for factory workers.

In summary, the April employment data released this morning
show that a labor-market recession is clearly underway. The unem-
ployment rate shot up to 7 percent in April, the highest rate in more
than 30 months, as more than 7 milllion persons sought but were un-
able to find jobs. Employment declined for the second straight month.
Workers in the construction and durable manufacturing sectors were
especially hard hit. The recent drop in average weekly hours has been
widespread.

Other economic statistics, which cover only the first quarter of 1980,
confirm that an economic deterioration is underway. Real output,
which usually declines during a recession, slowed to just over 1 per-
cent. Productivity performance was dismal, with actual declines in
output per person hour occurring both in the nonagricultural busi-
ness sector and in manufacturing. As has occurred in the early stages
of past economic deteriorations, employers cut output faster than they
reduced the number of employees on their payrolls. This slow adjust-
ment of employment to the falloff in output growth is characteristic
of the downward movement of productivity in a downturn.

Hourly compensation rose and unit labor costs increased during the
first quarter of 1980. But, despite these increases, real compensation
per hour declined more than 6 percent in nonfarm business and manu-
facturing-beentius increases in consumer prices outstripped compen-
sation growth.

Senator BENTsN. Let me interrupt there. How about in terms of
families' income? Has the decline been more moderate because you
have more and more two-income families?

Ms. NORWOOD. Certainly the two-earner family has had an effect
on the receipts of family. I don't have information here-
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Senator BzNmrszN. You don't have that number?
Ms. NoRwOOD. But I can supply that for the record.
Senator BEz;rSE. All right.
[The following information was subsequently supplied for the

record:]
New BLS data on family earnings show that average family earnings--for

families with at least one earner-increased more than 8 percent in current
dollars between first quarter 1979 and first quarter 1980. In terms of constant
dollars, however, family earnings declined by slightly more than 5 percent.
For married couple families with two earners, the constant dollar decline was
about the same-4 percent.

Ms. NORWOOD. Real hourly compensation has now declined for
eight consecutive quarters in the nonfarm business sector.

Prices at both the consumer and producer levels continued to rise
at very high rates during the first quarter of 1980, but some signs
of price deceleration began to appear. House prices moderated, gaso-
line price increases decelerated, and improvement occurred in the
producer price indexes for nonfood, nonenergy items at the inter-
mediate and crude levels of processing.

As you know, I have consistently warned against drawing definitive
conclusions from a single month's data.

Senator BENTSEN. I knew it would be someplace in your report.
Ms. NoRwooD. But the information released today on the employ-

ment situation for April, taken together with data for the previous
3 months, shows a clear deterioration. First, the rise in the unemploy-
ment rate from March to April was very large and follows smaller
increases in the first quarter of the year. Second, significant employ-
ment declines occurred in April for the second straight month. And
finally, the employment declines reported by the household survey
were confirmed by the business survey and are entirely consistent
with the deteriorating economic position shown by production, sales,
and productivity data for the first quarter of 1980.

We would be glad to answer any questions you may have.
[The table attached to fs. Norwood's statement, together with the

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

X-1 I
X-11 ARIMA method method

Uned- (former
justed Concur- official Range

Month and year rate Official rent Stable Total Residual method) (cols. 2-8)
(I) (2) (3) (4) (5) (6) (7) (8)

1979:
April ---------------- 5.5 5.8 5.8 5.8 5.8 5.9 5.8 0.1
May ----------------- 5.2 5.8 5.8 5.8 5.8 5.9 5.8 .I
June ----------------- 6.0 5.7 5.7 5.5 5.7 5./ 5.7 .2
July ----------------- 5.8 5.7 5.7 5.7 5.8 5.8 5.7 .1
Auguit. ---------------- 5.9 5.9 5.9 6.0 5.9 5.9 5.9 .1
September ------------- 5.6 5.8 5.8 5.6 5.8 5.8 5.8 --------
October --------------- 5 .6 5.9 5.9 6.0 5.9 6.0 5.9 .1
November -- _---------- 5.6 5.8 5.8 5.9 5.8 5.8 5.8 . I

- December- --------- 5.6 5.9 5.9 6.0 5.8 5.9 5.9 .2
1980:

January ---------------- 6.8 6.2 6.1 6.2 6.2 6.2 6.2 .1
February ............... 6.8 6.0 6.1 6.0 6.1 5.9 6.0 .2
March ................. 6.6 6.2 6.2 6.2 6.2 6.2 6.2 ----------
April .................. 6.6 7.0 6.8 6.9 7.0 7.0 7.0 .2

Source: U.S. Department of Labor, Bureau of Labor Statistics, May 1980.

NOTES TO TABLE COLUMN NUMBERS

1) Unadjusted rate. Unemployment rate not seasonally adjusted.
2) Official rate (X-11 ARIMA method). The published seasonally adjusted rate. Each of the 3 major labor force

components-gricultural employment, nonagricultural employment and unemployment-for 4 age-sex groups-males
and females, ages 16-19 and 20 yr and over-are seasonally adjusted Independently using data from January 1967
forward. The data series for each of these 12 components are extended by a year at each end of the original series using
ARIMA (outo-regressve, Integrated, moving average) models chosen specifically for each series. Each extended series is
then seasonally adjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and nonagri-
cultural employment components are adjusted with the additive adjustment model, while the other components are
adjusted with the multiplicative model. A prior adjustment for trend ls applied to the extended series for adult male
unemployment before seasonal adjustment. The unemployment rate is computed by summing the 4 seasonally adjusted
unemployment component and calculating that total as a percent of the civilian labor force total derived byisumming all
12 seasonally adjusted components. All the seasonally adjusted series are revised at the end of each year. Extrapolated
factors for January-June are computed at the beginning of each year- extrapolated factors for July-December are computed
In the middle of the year after the June data become available. Each set of 6-mo factors are published In advance, In ths
January and July Issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The procedure for computation of the official rate is followed,-except that the
data are reseasonally adjusted each month as the most recent data become available. Extrapolated factors are not used at
all In this method. For example, the rate for January 1980 would be based, during 1980, on the adjustment of data for the
period January 1967 through January 1980. The rates for the current year are shown as first computed. Since the revision
pattern and procedure for computation of the rate are identical to the official procedure, the results of this method will be
identical to the official rate at the beginning of each year when the most recent observation Is December.

(4) Stable (X-11 ARIMA method). Each of the 12 labor force components is extended using ARIMA models as In the
omceal procedure and then run through the X-i1 part of the program using the stable option. This option assumes that
seasonal patterns are basically constant from year-to-year and computes final seasonal factors as unweighted averages
of all the seasonal-Irregular components for each month across the entire span of the period adjusted. As in the official
procedure, factors are extrapolated in 6-mo Intervals and the series are revised at the end of each year. The procedure for
computatk,,n of the rate from the seasonally adjusted components Is also Identical to the official procedure.

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

(6) Residual (X-11 ARIMA method). This Is another alternative aggregation method, In which total employment and
civilln labor force levels are extended using ARIMA models and then directly adjusted with multiplicative adjustment
models. The seasonally adjusted unemployment level Is derived by subtracting seasonally adjusted employment from
seasonally adjusted labor force. The rate Is then computed by taking the derived unemployment level as a pp'cent of the
labor force level. Factors are extrapolated in 6-mo Intervals and the series revised at the end of each year.

(7) X-1 I method (former official method). The procedure for computation of the official rate is used except that the series
are not extended with ARIMA models and the factors are projected In 12-no intervals. The standard X-11 program Is
used to perform the seasonal adjustment.

Methods of adjustment: The X-11 AR IMA method was developed at Statistics Canada by the seasonal adjustment and
times series staG under the direction of Estela Bee Dagum. The method is described in the X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagnum, Statistics Canada Catalogue No. 12-564E, September 1979.

The standard X-11 method Is described In X-11 Variant of the Census Method II Seasonal Adjustment Program, by
Julius Shiskln, Alan Young and John Muagrave (technical paper No. 15, Bureau of the Census, 1967).
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TiE FI'LOYMLNT SITUATION: APRII 1980

Unemployment rose sharply in April and employment declined for the second month in a row,

the Bureau of Labor Statistics of the U.S. Department of Labor reported today. The April

unemployment rate was 7.0 percent, up from 6.2 percent in March. The number of persons

unemployed increased by 825,000 over the month and was up nearly 1.2 million from December.

Total employment--as measured by the monthly survey of households--was down 500,000 in

April, following a decline of 300,000 in the previous month. At 97.2 million, total employment

has fallen back to the levels which prevailed during the summer of 1979.

Nonfarm payroll employment--as measured by the monthly survey of establishments--dropped by

480,000 in April to 90.3 million. The decrease was concentrated in the manufacturing,

construction, and trade industries. Average weekly hours also declined over the month.

Unemployment

In April, the unemployment rate rose 0.8 percentage point to 7.0 percent, the highest rate

since August 1977. The number of unemployed increased by 825,000 to 7.3 million. Unemployment

increased for nearly all worker groups, including adults, full-time workers, whites, and blacks.

The unemployment rate for adult men rose a full percentage point to 5.9 percent; the rate for

adult women moved up from 5.7 to 6.3 percent. (See table A-2.)

Unemployment increases were particularly large for workers in construction and durable goods

manufacturing. Similarly, unemployment rates in the-blue-collar occupations were up markedly in

April, with operatives and craft workers registering the most sizeable increases. (Soo table

A-2.)

Job losers (including persons on layoff and those whose jobs were terminated) led the

unemployment increase and, in April, constituted half of all unemployed workers. There were

smaller, though substantial, increases in the number -if unemployed who had voluntarily left

their last job and in the iiumber who were reentering the labor force after a period of absence.

Average duration of unemployment was about unchanged, as increases occurred not only in the
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nuriber of workers recently out of work but also in the number who had been jobless for longer

periods of tine. (See tables A-5 and A-4.)

The number of nonfasrm workers on part-time work schedules for economic reasons (sometimes

tersed the "partially unemployed") increased by 400,000 in April to 3.8 million. More than bO

percent of the increase was anong those who usually worked full time- (See table A-3.)

Emplovnent -

Total employment fell by 500,000 in April, and the 2-nonth decline totaled 800,000 workers.

These decreases were most pronounced among adult men, whose enployment level dropped by 430,000

in April and by 660,000 over the 2-month period. On an occupational basis, the largest

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

[ Quarterly averages I Monthly data I

Selected categories [ [ [ I Mar.-
I 1979 i1980 1980 I Apr.

J I I I I I change
[ I I IV I I I Feb. !Mar. I Apr. I

HOUSEHOLD DATA I
I Thousands of persons

Civilian labor force ................... 1102,3151103,7491104,194104,2601104,0941104,4191 325
Total employment .................... I 96,425[ 97,6651 97,8041 97,9531 97,6561 97,1541 -502
Unemployment ........................ 1 5,8901 6,084! 6,3901 6,3071 6,4381 7,2651 827

Not in labor force ..................... 1 58,2551 58,8421 59,0221 58,9511 59,3221 59,1821 -140
Discouraged workers ................. 1 7401 741! 9931 N.A.[ N.A.! N.A.! N.A.

I

Percent of labor force
Unemployment rates: ! I I I I

Al workers ......................... 1 5.81 5.91 6..1 6.01 6.21 7.01 0.8
Adult men ........................... 1 4.0j 4.2! 4.!h 4.61 4.9! 5.91 1.0
Adult women ......................... 1 5.7i 5.7! 5.71 5.71 5.71 6.3! .6
Teenagtrs ........................... 1 15.91 16.1! 16.21 16.51 15.91 16.2! .3
White ............................... I 5.0! 5.1! 5.41 5.3! 5.41 6.21 .8
Black and other ..................... I 11.41 11.2! 11.7! 11.51 11.8! 12.6! .8
Full-time workers .................. I 5.21 5.4! 5.7! 5.6! 5.6! 6.6! .8

ESTABLISMENT DATA
Thousands of lobs

Nonfarm payroll employment ............. 1 58,7241 90,l081
9 0

,765p! 90,845!907
9 9

p9O.3
2

0p -479p
Coods-producing industries .......... 1 26,4861 26,587!26.704pl 

2
6,7321

2 6
,597p!26,189p -408p

Service-producing industries ........ 1 62,2381 
6

3,
5 2

11
6 4

,06lpl 
6
4,113!6

4
,20

2
p1

6
4,131pl -71p

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

Total private nonfarm ............... 1 35.8! 35.71 35.5p] 35.51 35.
4
p! 35.3pI -0.lp

manufacturingo ....................... 1 40.61 40.21 40.lp! 40.1! 39.8pI 39.6n! -. 2p
Manufacturing overtime ............... 3.7! 3.21 3.1p1 3.1! 3.lpI 2.9p! -. 3p

p-preliminary N.A.=not available



116

over-the-month employment decline occurred among blue-collar workers. Since April 1979, total

employment has risen by only 890,000 or less than 1 percent. (See tables A-i and A-3.)

With the large decline in employment, the overall employment-population ratio fell 0.4

percentage point over the month to 58.6 percent. The corresponding ratio for adult men dropped

from 73.8 to 73.1 percent.

The civilian labor force rose by 325,000 in April to 104.4 million. The labor force

participation rate edged upward, to 63.8 percent. ost of the labor force increase occurred

among adult women.

Industry Payroll Employment

Nonagricultural payroll employment declined by 480,000 in April to 90.3 million. This was

the largest over-the-month reduction since December 1974.

The decline was concentrated in the goods-producing sector, with durable goods manufacturing

and construction bearing the brunt of the cutbacks. Employment in the durable goods industries

fell by 265,000, with over half occurring in transportation equipment, mainly in automobile

production. Sizeable declines were also posted in fabricated metals, lumber and wood products,

and stone, clay, and glass products. Employment changes in the nondurable goods industries were

generally small. (See table B-1.)

Emplontt in construction dropped 140,000 in April following a decline of like magnitude in

the previous month. This industry has lost 335,000 jobs since January.

In the service-producing sector, employment fell by 130,000 in trade; an additional 30,000

job decline occurred in transportation and public utilities. On the other hand, government

employment was up 75,000 in April, on top of a 60,000 increase in March; both gains were due

primarily to the hiring of temporary workers for the 1980 Census.

Hours of Work

The average workweek for production or nonsupervisory workers on private nonagricultural

payrolls edged down O.l hour to 35.3 hours in April; average weekly hours have fallen for 3

consecutive months. The manufacturing workweek, at 39.6 hours in April, dropped 0.2 hour over

the month and was down 0.7 hour since January. Factory overtime declined 0.3 hour in April to

2.8 hours. (See table R-2.)
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.1inly due to the large employment cutback, the index of aggregate weekly hours of

production or nonsupervisory workers on private nonfarm payrolls fell 1.3 percent to l2-.5

(1967-100) in April. The manufacturing index dropped 2.4 percent over the month. Whereas the

overall index was up slightly over the past year, the factory index was down 2.6 percent. (See

table B-5.)

Hourly and Weekly Earnings

Average hourly earnings of production or nonaupervisory workers on private nonagricultural

payrolls were unchanged over the month and were 7.9 percent above the April 1979 level

(seasonally adjusted). Average weekly earnings declined by 0.3 percent from March but were up

7.9 percent over the year.

Before adjustment for seasonality, average hourly .iraings were unchanged over the month at

$6.51, 48 cents above April a year ago. Average weekly earnings declined by 65 cents over the

month to $228.50; this level was $16.85 above a year ago. (See table B-3.)

The Hourly Earnings Index

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

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

245.6 (1967-100) in April, 0.2 percent higher than in March. The Index was 8.3 percent above

April a year ago. In dollars of constant purchasing power, the Index decreased 5.0 percent

during the 12-month period ended in March. (See table B-4.)
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Chart 1. Civilian labor force and rnployment
(Seasonaly adjusted)
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Explanatory Note
This news release presents statistics from two major

surveys, the Current Population Survey (household
survey) and the Current Employment Statistics Survey
(establishment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
65,000 households that is conducted by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The establishment survey provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
162,000 establishments employing more than 32 million
people.

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

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

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

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

People are classified as employed if they did any work
at all as paid civilians; worked in their own business or
profession or on their own farm; or worked 15 hours or
more in an enterprise operated by a member of their
family, whether they were paid or not. People are also
counted as employed if they were on unpaid leave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

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

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

The civilian labor force equals the sum of the number
employed and the number unemployed. The unemploy-
ment rote is the percentage of unemployed people in the
civilian labor force. Table A-4 presents a special group-
ing of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor force.
The definitions are provided in the table. The most
restrictive definition yields U-I, and the most com-
prehensive yields U-7. The official unemployment rate
is U-5.

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

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

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

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

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

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

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

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

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These adjustmerts make nonseasonal
developments, such as declines in economic activity or
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increases in the participating of women in the labor
force, easier to spot. To return to tshe school's-out ex-
ample, the large number of people entering the labor
force eachJune L likely to obscure any other changes
that have taken place since May, making it difficult to
determine if the levd of economic activity has risen or
declined. However, because the effect of s-dents
finishing school in previous years is known, the statis:ics
for the current year can be adjusted to allow for a com-
parable change. Insofar as the season! adjustment is
made correctly, the adjusted figure provides a more
useful tool with which to analyze changes in economic
activity.

Measures of civilian labor force, employment, and
unemployment contain components such as age and sex.
Statistics for all employees, production workers,
average weekly hours, and average hourly earnings in-
clude components based on the employer's industry. All
these statistics can be seasonally adjusted either by ad-
justing the total or by adjusting each of the components
and combining them. The second procedure usually
yields more accurate information and is therefore
followed by BLS. For example, the seasonally adjusted
figure for the civilian labor force is the sum of eight
seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment is the sum of the four
unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian labor
force.

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

Sampling variability
Statistics based on the household and establishment

surveys are subject to sampling error, that is, the
estimate of the number of people employed and the
other estimates drawn from these surveys probably dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount
of the differences can be expressed in terms of standard
errors. The numerical value of a standard error depends
upon the size of the sample, the r. ults of the survey,
and other factors. However, the numerical value is
always such that the chances are 68 out of 100 that an
estimate based on the sample will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 thin an estimate based on
the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At
the 90-percent level of confidence--the confidence limits
used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or
minus 293,000; for total unemployment, it is 185,000;
and, for the overall unemployment rate, it is 0.19
percentage point. These figures do not mean that the
sample results are off by these magnitudes but, rather, -
that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ from the
estimates by more than these amounts.

Sampling errors for monthly"turveys are reduced
when the data are cumulated for several months, such
as quarterly or annually. Also, as a general rule,
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller
than is the error for the jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .23 percentage point; for teenagers, it is
1.06 percentage points.

In the establishment survey, estimates for the 2 most
current months are based on incomplete returns; for this
reason, these estimates are labeled preliminary in the
tables. When all the returns in the sample have been _
received, the estimates are revised. In other words, data
for the month of September are published in
preliminary form in October and November and in final
form in December. To remove errors that build up over
time, a comprehensive count of the employed is con-
ducted each year. The results of this survey are used to
establish new benchmarks-comprehensive counts of
employment-against which month-to-month changes
can be measured. The new benchmarks also incorporate
changes in the classification of industries end allow for
the formation of new establishments.

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

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by B1.L. It is available for $2.75
per issue or $22.00 per year from the U.S. Government
Printing Office, Washington, D.C. 20204. A theck or
money order made out to the Superintendent of
Documents must accompany all orders.

Employment and Earnings also provides approxima-
tions of the standard errors for the household survey
data published in this release. For unemployment and
other labor force categories, the standard errors appear
in tables A through I of its "Explanatory Notes."
Measures of the reliability of the data drawn fror the
establishment survey and the actual amounts of revision
due to benchmak adjustments are provided in tables K
through P of that publication.
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001 16 IBM ............. I................. 1,7141 2,272 1.681 1,784 1,49 1.87 1,018 2, Inl

Lf ho bb ................................... 751 823 W61 400 779 I) 74. 920
11i0.m4lem . .... I,.110. 1,543 1,7776 1. 1,791 1,7841 1,802 1.67

k 4 ................................. 6 631 800 as p 11 827 n8 743

P'NCW 08111'0lm

vow m04 l . . . 100.0 100.0 10.0 10.0 a 008.0 100 100.0 100.4
j b . ..... ............................... 0. 0).9 112.4 914.) 44.5 4S.f 47.3 49.8

o.4r49 ................................. 15.1 20.7 14.1 15.3 14.0 94.3 1. 19.6
0 11 blum .-........................... 31.3 33.2 28.0 29.0 30.9 29.4 21.S 30.2

JA6 W.An .... I................ ............. 1.1.5 12.0 04.2 13.0 12.2 12.6 12.2 *2.827.8 24.9 29.0 28.4 26.2 24.2 28.0 27.1

.r 49mm 12.4 q. 2 13.5 12.9 12.7 13.1 12.S 10.3

UWnl.0Y9 AS A M9tC9 ' Of I
CMUAM LAWNa PONXt

. . ................... 2.. 2......... 2. ." 2 2.4 2.1 2.6 2.9 2.
JAI ...... ... .I .. 7 .6 .8

S.......... .................. . ......... 1 5 7 1.7 1.7
mi. irer* ................................. .7 .4 . . 86 .8 .0 .6 .7

Table A.S. Usmplymont bY Sex an4 aro. 6040na0 odakad

Im wdvd

Apr. Apr. Apr. De. Oao I6e. Bar. &PC.

1971 1140 197 1979 9960 1480 11460 190

I41, is m u i .................... I............... 5,9.44 7,24S 5.8 5.9 .2 4.0 4.3 7.0
1418 4s ...................... 0 .......... 1.3.. 14.0 10.3 14.5 10.9 14.3

1S 1744 ................................. . 704 498 1 O 7 1. 19 18. 17.4 1 .
1#1. 18vm ...................................... 790 I80 14.3 14.5 19.0 95.1 1 7 94.4

1,31 4m0 ........................................ 1 1,748 0. 9.8 10.1 9.5 9.7 1.0
26ram omw m .......................... I............. 3 071 4.029 4.0 3.4 9.2 8.1 9.4 3.0

35uli~ s ....................................... 2.60 3,510 4.2 4.1 9.4 4.5 4.7 5.4
5 ...... ...... .................... 2 56 S0 1 2.7 3.5 .8 2.8 3.4

MO .s14 1 .OW ow ................................ 2,994 4,0340 5.1 5.2 5.7 5.5 S.7 0.7
14 a to n ..................................... 609 7194 16.0 15.4 16.2 5.6 96.6 14. 0

4'1 I m ..................... I............... 367 373 17.4 17.4 19.0 18.0 10.9 10.3
tts0 1Isa .................................... 407 409 14.0 13.4 13.9 14. 14.0 14.2

8uu s s ....................................... 459 1,02a 8.0 9.4 10.4 9.9 10.9 03.3
.... 1,525 2.214 3.3 3.2 3.7 3.4 3.9 4.?n l8 m ........................ .... . 1,2137 1i 8 1 ) ]1 1 1 1 )m8 2 5.

30*49 ............. 3 1,8 3.2 3.4 2.4 3.4 4.2 0
II uesswom .................................. 272 311 2.0 2.6 3.5 2.6 2.7 3.4

wwwoloym mil2m, ................................ 2.145 3,235 6.9 6.8 6.8 4.6 4.8 7.3
Is1 soI7l ....................................... 46 91 164. 164 16.2 97.4 17.2 96.3

llymu3 ..................................... 367 325 19.6 10.0 1 .1 11. 14.2 14.1
lt$881 ................................ 383 271 1.5 15.5 14.2 16.3 00.6 14.

Un uaows .................................. . 457 721 9,4 90.3 4.8 9.1 9.0 10.2
WINWI m41,4 ................... 1................ 1,S46 I,015 4.1 4.7 4.9 4.9 0.0 0.5

mu si1 m .................................... 1,369 1,631 S.3 5.1 5.2 5.4 0.0 4.0
ulam odowl ............. ............... 184 192 3.3 2.9 3.4 3.0 2.9 3.4
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Table A-7. R~ae of onampo9Yvn6 e11ew, based on vaVing defolftns f unemlemenl and the lab fore.
"aemoely adjusted

179 1980 1960

: I I02 ?y 0 6.. Par. Fpr.

vi 1 . 1.2 .1 1.2 1.3 1.2 1.3 n.6Q ~ .l b m ......... ............... ... .. . . .. . . . .............. .- . . . . . . . .

- tim a. o p ow # okw o b i~m .. .. ...................................... 2.9 2.0 2.5 ;:.F. 2.9 2.6 2.5 3.5

ull---6 wsw - AS ~w ,&ao- .w o - 0 I, ow owtlw-,

. % * ........................ .. .......... ................... 3.9 .2 .1 . 5 .0

L.4-4wd b.ft a M W. 0 04.MW ""
I .- ......... .... ................. . 5.2 .2 5.3 5.d 5.7 5.6 5.6 6.6

U4--TelW w..*%vW . a, p~ . of ,. ed hd Mw f
h66w as6 . . .... . . .. 5.8 5.6 5.0 5.9 6.1 6.0 6.2 7.0

U4 -ToW wP i Pk S~lll 154MM oodWSl PbA It
0-W W l IV6). of- 

5
W. 

6 
I 6.di60d

,% - N.. I6 .M .. . .......... ..................... . 7.2 7.3 7.. 7. 3., ?., ,.,

on 696 Om 9 fw 6*A6mowp w~a

%oWft mAbmk9 hm . ......... . ..... ....... 7.9 A.0 S.C 6.1 6.7 1.&. 6.A. A.6A.

,m

T*b A4. EistuntANw lofdw Pf d nS9 outie popation by race end Hispanic origin, not seaonuf adjusted

Apr. Apr. Apr. Apr. Apr. Apr. Apr; ~ r1979 1990 179 1960 1979 1980 1179 90

VOTAL

,Cwow %wo 160.926 163,601 141.23 143,254 16.947 17,331 7,965 P.m

C~kb. W9. 101,236 103,612 89.19! 91,245 10,198 t0,31C 5,001 59.17
6 ,w 62.9 63.2 63.2 63.7 60.2 59.5 62.6 63.6

95,675 96, 566 9,997 05.806 8,967 8.966 6.606 4,795
3.5?7 3.061 2,816 3. 206 193 a6l 164

92.601 63,665 02190 63.053" 6,763 6,773 6,393 4,611
5,561 6,06 o.190 5,359 1,231 1,363 395 $22

5.5 6.6 9.7 5.9 te. 1 13.0 7.9 9.6
59,690 60,108 51,926 52,010 6,79 7.021 2,964 3.045

Oft MM 66 is .bhm . M.6m oft .Am 7 N n wW. IMA UWW. Om W.... M... 06 6ge04 I666 Dm P. - . . 6OamA Me 0 mm ~ V6
w DfkWtit. &W..6.Wa65iugom etmtm til as V ri do .wWbb. ONh. .6oMb 00dk*W. IM * .o a .6. 167 IMOMd.40f 0 M f kWMWMMM

66-785 0 - 80 - 9
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Table A-0. Employment otMA of mwal Viemam-raw a vnw and nw evetarana by age, not sesony ad*ted

93.cz Aft. At. APC. A.t Agr. Aj . £c. A r. A z.
119 993 1579 1990 1979 1980 1979 990 179 9910

5,11Afts

,u9 30 1 w ~ ........ 9................ 9,49 , 90 e,092 0,121 7,?39 7,644 343 980 9.2 5.9
30 10 949 5 ... ...................... 5s 3RO 5 1 1 06 291 47 50 9.5 1f.7

SwU ...................... ?,090 7.23 6,,43 6,952 6.975 f,543 260 909 3.s 5.9
t.1 m ........................ 2,C13 1.761 1',.10 t,646 1,012 I.993 Ito IS3 6.1 V.3

,60 ........................ 3,!Eo ],595 3,44,9 3,991 Z,353 3,303 116 17o 3.3 5.1
*6 3 ....................... 1,77 1,95 9,999 9,925 $,410 1,747 39 78 2.9 9.3
*oe . . . 69 963 68 031 659 99G 20 21 .1 2.5

T* 5 a 3 ... ...... 15,099 13,602 1,0196 13,091 13,579 511 913 3.6 9.3
9.55 7 ............... ....... 2,000 9,179 6,6 1 5,09 6,0b 28 540 9.5 9.2
,9w3 ,9 ......................... 4.7121 4, 3,900 4,297 3,793 9,099 125 23 3.0 5.7

7, 9 ..... 3.................... 3 30 .901 3,520 3.609 3,919 3,474 106 13 3.0 3.7

- ime . , . - 9~. ,,.M, 0. PwM9 9m v.. 9t 6
,9w9 Sm~ .9~9 g 99 96 ww6m99 .9 V9
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T"9 A-10. F, s'u3 8906 stiwf Oel 9383butift98i8 p--'-1t96 dee" w eM -1

1 p T . apr. . 7 39.. 1 1 . I ir.5979 !0 1991 78705 91 1919 0980 10 1319

3 W %A-f . c 11.973 1.007 17.034 1b:679 16123 12.5I 16.97S 17.907 1|.0)1
C..... I 0 M ,080 31,090 1 1 78 . 11 013 11.103 1, 17:

.3.058 10.385 10.307 0.131 10.31 1 1.9)9 10,337 12,990 13i.i
659 700 713 677 197 960 676 992 10
6.2 6.3 7.0 6.3 6.2 5.8 6.1 9.0 7. 1

9t- bow PW .. 6.712 6.908 6.9320 6.712 6.82 6.970 6.686 9.09 6.920
C. . = . , 3.855 3,981 3,904 3.6 3.802 3.796 3.892 3.916 3,181

.. ... 3.652 3,92 3.716 3.638 3.519 3.596 3.644 3.6813 3101
.223 I88 I 227 204 195 l39 231 219
.3 9.8 9.8 5.9 .9 S.1 S.2 0.2 0.0

8,211 1.300 8,300 8,099 8,280 9,292 8,380 8.390 8.300
C , . . 5 20 5.371 5,380 5.291 5,101 5,166 1:63 :5.131 5.1

129 9.396 $.008 8,991 ,190 0,977 0,880 90 00 5 507
272 391 319 300 349 379 39) 073 40
5.2 7.2 7. 0 5.7 6.1 7. 1 7.0 .1 7.

9.AM ' 4,360 1.900 9.90) 8.360 4,319 8.293 9.396 9.900 8.61
t". ow. 2.800 2.840 2.133 2.906 2,019 2.827 2,836 2,03 2.985

f.pd ... 2.727 2.690 2.691 2,744 2,719 2.685 2.702 2,719 a.707
I.W. W.,d 152 1SO 191 162 160 192 939 139 151

0y-5.2 0.3 S.0 5.6 0.6 5.0 9.8 8.9 0.2

., 6.701 6,775 6.781 9,701 655 6 .762 6,76 9.715 6.701
.- t"- f. 6,249 t,239 9,23) 8,272 1,315 9,203 4,273 8,298 9,262
.[od 3,079 3,771 3.710 2,910 3,968 3,075 3,133 3 ,1 3711

365 666 523 362 377 900 839 839 S21
6.6 11.0 12.4 8.5 8.7 9.5 10.3 30.2 211.2

- ll 1 1 .ow.w-' ,93 5,595 5.590 5,493 5,532 SS96 0#091 50,9 0,S0ll
a,,,- tw f- 3,419 3.033 3,993 3,90 3,560 3.97 3.563 3,08 3,06

3.226 3,286 3.275 3,280 3,330 3.,34 3,371 ,3339 3,332
I'9 297 218 210 233 299 1%2 249 234
5.7 7. 6.2 6.0 6.5 6.9 5.4 6.9 6.6

Go,, .. , .... ,,,- ... ,. 13.270 13.303 13.30 02, 270 13,294 13.298 03,2 3 13,303 13.309
C-1- 1. P.. 7.933 7.931 7.7,3 7,930 8,111 6.06 0.161 7,936 7.907

., . 7,401 7.351 7.262 7,378 7,525 7.110 7,9S3 7,391 1.211
u0-o-d 533 577 537 560 9O 624 908 5 066

O.7 7.3 7.9 7.0 7.1 7.7 7. 6.9 7.2

0.,'.. 1 7.2 7,9 7,998'l 7.9011 7,99 7,9991 7,39 7:993 1:,969S.999 9.9)9 9,907 ~.023 5.099 MS0,02 ,0 8,993 0,038
E. 9,972 8.02 .515 9.738 9,775 9.713 9.733 9.930 1,998
k.0d 279 329 363 20 239 309 310 299 378

0m.0. nt 5.S 6.6 7.3 5.7 5.8 9.3 . 5.0 7.9

9,9 1 i685 8,939 8,I3 1,0 8,920 8,925 8,129 9,936 8,30
C-1, b 1, 113 5,357 5,321 . 0,239 5.304 5,303 5,911 5,365 9,391

F.6, .860 9,990 9,933 9.33 4,930 4,39 5.0,1 9,888 9,397
ri 320 15 388 395 374 35 370 397 919

6.2 7.8 7.3 6.6 7.1 7.2 6.8 6.8 7.7
T.M

0.99 v M..n 9,448 9,673 8,690 9.488 9,61 9.637 9,60 0.673 ),69
9.3 Lot fw w 6,152 6.310 6.287 9.198 6.392 1.365 .3598 6,327 6.333
5.4 5,90 5,960 9,988 S,917 6,093 6,060 6,099 5,917 5,38

291 30 299 283 01 305 39 370 339
3.9 1 5.6 9. 4.5 3. 8 1.0 .8 5.8 5.9

10pm b. ow .3eMoud ad ft ftemt 9b 8 .-
* .06i8 f sefW % fLb 000srat00b f Okmmo
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Tale B-1. Employee. 06 non lkftuol peyrolls by indWsty

m4 el-_ml. l

A,,; 1;b , AF. AK:,;pF
A09.1 7e. 9''. 299p.~ 49A . 066. Jet. 7,6e 6. 9 00.. rg
197 L' I O8 11660 1964 1909 219 9 0 9 64 g 19601 460L~

TOTAL ..... .. .... 4.4.. .... b6,9m, 94 4 2 90,011 69,1 O6 90,261 0,6 2 . U,643 W 90,7V9 Vv,320

-*26,2, 23,110 2,009 20,661 26,565 26,630 26,716 26,732 24,91 2b,161

90100 .. ..... 946 963 0 7 640 990 1. o 1,009 1,040 .,- 9

OI TR UCT)O4 . .4.. ...... 4.4 ,303 4,12 4,009 4, 63 4,09 0 6,31 4,004 4,001

mAkUFANO 2U90 20,4 20.711 20,462 21,046 2 20,90. 20,692 20,469 20,600
0.02 1 4,613 14,66B 14,131 15.134 14,86 141666 14.121 14,004

d6N . 0 SOON1 .. .... 23 . -1 32 t 10.34 12,72 12.615 12.401 12,635 12,404 12,391

P-ft 'a 4 . 9,10 a.6 13 1,160 1632 9,146 6,91L 6,1 4 V,624 6,93 4,602

L."14 720.4 706.7 60.? 041 74 37 04U 729 660
L ............. . 4)9,1 1.0.1 4 0.2 4 0 464 461 464 47

..... ..... 756. 670.0 463.2 610.4 ;11 7 1u 701 7119 70 ; 667
PStdwd, . . 1,1.1 4,269.1,196.1,192.0 1,040 1,,0 1,1 1,010 1,00a 1,193

1.7 2.,70,710.4 4,661.2 1,0 2,720 0.7 1,724 1,022 1,693
.,64. 0.020.6 2.326.0 0,040.7 0,46 2,444 0,020 2,011 2,0141 3,,1

2... .:3 14 9.2 2,13 .4 2,141 2,140 0,1 19 2,16 2.261 l 1,02
- 2 ,4900.4 .974 2 L.641.4 2,004 2,029 I ,906 1,960 1.964 1,643

61. 701.2 700.0 702.4 419 699 to0 703 707 100

444.1 437.2 441.4 440.5 3 40 402 43 400 4011 46.7
m0U1A. 4.2 3,103 6,126 9,220 611I ,214 6 6,249 6,231 6,201t 4,200

1 GOON ..................... .1 . 1 1. 2 3,606 "I799 ,61| 3,90 ,601 0, 1 5 , 44 0 4

6-d .. . . . ,657.3 1434.0 L.6 1.430,2 1 1 7. 1 1 .71026 1,1 1.700 1.703 1.494 ,.4
60,0%t :. .14 40.9 01.? 49 40 44 410 6. . . . ... . . . ..90.4 1.9 .90,6 691.6 92 693 .:,1 6t 6 194,

0P.dW."o.0p9A.. 2,32.? k,303.9 4,3.,0 L,307.0 1,321 1,197 1.-09 1.312 2,)12 1.30
2PWpW.WW . . . . 710.6 )20.0 711.0 701.0 717 713 716 711 t 7143 qglll .. ... 1,1. 6,274,0 2,276.4 2,214.1 1,224 1,263 ,203 4,21 1,271 1,210
06.71im ... ... ~ 2,123l.0 11,116.0 2,120.0 '1,111 1,229 1,223 1,221 1.102 2.120

Pl~e~em ... . 10.6 109.1 206.4 179.21 12 0 10 01 12 140 161
!4l~~ Il . .... 772,1 726.3 726.7 120.0 711 1 740 4 744 744 132

L.4mm~ wwk~ ... .240.1 206.3 209.1 29.2' 244 242 240 241 060 10

in1 4'cU. IGTATOIAuOcu .¢ ........ 4 2,046 63,022 60,93 44,200 42,401U1 43,06 .649l 64,012 44,202 64,131
T a5wTATO AI I IJS41 2

CoflrtuE4 . . . 19 0,12 OW100 3.400 0,424 I,223 0.212 0,210 0.212 0,16

ISo WA PA.RETAl.2TAD 19,97 20.,1 11.1 1 20,200 20,061 20,234 20.6 00.121 20,491 20,27

UIlHOS AJITUAOE 3.... 1. 2 .... 21 ... 2403,0214 0,006 0216 3.246 0,27 .... 21. .. 3,00
AId.TUA0I .a""14 14,620. 14141 60,161 24,9011 103. 10,160$0, 414 1.24 13,17

P94561I66MAD6C0 , A2N HEL ESTATE . 4,900 1,00 0..1 ,07 ,00 493; , 0.4+ 0,4603,071 0,103 3,004
. 1697 17,294 10,400 17,064 16,660 1,791.t7,440 17,022 11,040 1,06

19RII 6HD0 ...... . 13,6 03.994 16.143 6,666 12,44 10,94 6106 10,136 10,449 40,924

pIO92Wt IL TRADE.... ... . 2, 03 2 0.11 2,6 2,944 2108 2.171 2,790 2.423 2.44 2,932
07AK079 D .. ......... .... 10,00 23,191 2,24. 20,211 , 6,0, 2,23. 1,910 12,040 s2,6 12.,902

FJAM W IRIK N AELETAE 490 9,5 . A ,1 .56 .ub--.V 'L) 'u



129

ESTABLISHMENT DATA ESTABLISHMENT DATA

Table 0-2. Avg w"My how of prod ltion or ro.ospenm or wo; m' on private
nonag lltutu.I payrollh by indhutry

I1 its 0 11 1 1 1 1

TOTAL PRIVATE.... 35.1 3S.2 33. 35.1L 33.3 3.7 35. 35.3 33.4 35.3

INMING 4.6 45.2 43.3 43.0 43.9 43.9 44.4 43.7 43.5 43.3
COftSLAJCTI,09 .... , . 35.5 3S.5 34.1 3 61 ' 35. . 3.. .... ? 3I.3 ...

MANUFACTURING. 31. 31.6 39. 39.4 36.1 40.2 4u.3 40.1 39. 319.6
0., 0., 3.0 2.1? 2.7 3.3" 1 ;.2 3.2 ,1.4

06A46 . ..00 ..0..1. 39.3 40.3 40.4 36.9 36.5 40.6 4U.1a 40.4 40.4 4U.2. . .. . . .. ..... ... 3... 3. "1 / 2'. 2". . ). 3 3 3. .. ... 2.6

W, ,W -d . . . 39.1 36.5 34.3 37 3 35.| 39.0 39.5 39.1 36.6 37.3
F31.3~fi. . ) 31.3 36.4 34.2 36.1 39.0 39.0 36.0 36.0 34.7It". 6, w,,-P5o ........ . '2.1 40.1 47.| 4Q. 3 41.2 42.4 42.3 41.0 40.1 40.4

. , od ......... 4.7.... ... 41.7 40.7 4U.6 4U.2 | . |4 0.6 4 0.* AV.b 40.1 40.3
3W6.1&M ............... . 34.4 40.4 4U.4 4U. 36.1 42.U 40.9 40.4 4U.4 40.4
42.5 OwcVk ...... :0.1 41.3 41.4 41.1 40.S 42.6 41.7 42.3 41.4 42.3
36.6_0 00cvm mm, 3. . 40. Z 4U.0 39.3 39. 40.5 4.4 40. 4,.2 39.7
3,.9 40. 40.5. 45.3 3.9 42.. 46.0 40.V 40.3 40.3

kmrmf dfLfdPdM40.0 40.7 40.41 40.4 42. 3 4U.6i 42.5 4V0.9 41).S 40 .7
3-1 - 7.4 36.6 36.6 34.3 37.4 39.2 39.5 39.2 36.4 34.3

*D,,A,9. ...W 31.0 34.1 39.0 36.1 34.46' 36.4 39.3 36.4 39.2 34.9
0 3....................... . I 2.4 3.6 2. 7 2.1 3.21 3.2 3. 3.2 0.9

F '' w l 4,39.0 39.0 35.2 34.9 39.6 35.9 4O.4 35.4 35.5 35.5
T37,,,, ,,,. ....... .... 4 3.* 34.5 37.7 37.4 31.6 36.6 38.3 37.7 37.6 37.4S.1W"" . .... I 3.0 40.6 40.9 3.5 36.4 4 .2 41.7 4.2 4. 39.w, 4.f545 . ... 33.6 33.5 33.4 35.3 34.2 33.4 )S.9 I4.P 0 33.4 35.4. . , . ....... 4....... 1.6 %3.4 43.3 42.4 42.4 42.9 43.6 42.9 43.5 43.6

w ...... ... .. 34.6 37.0 37.2 36.1 37.1 37.4 37.4 37.4 37.3 37.2,,,,.,4,.54., -....... . 42.6 45. 41 .4 42.4 42.7 42.7 47.0 42.6 42.6 4.
,43.9 9.4 4.2U l 62.6 43.9 43.5 34.4 43.4 62.3 42.4

$9.4 3.9 39.9 36.5 36.7 36.9 40.4 39.6 36.6 39.4t.0.54" dw5t5sp ww. 35.3 34.6 34.4 34.2 33.6 34.6 37.3 31.3 36.V 36.4

1RAN4FORTAT6O6 ANO PS6.IC

UTILITIES ......-..- 361.0 It.1 39.7 39.4 3M2 39.1 34.9 39.0 3t9 39.6

39604.EAL9ANDOR6TAJL TRADE . 32.3 32.5 37. 32.9 33.6 32.4 33.31 32.3 33. 3 02.2L
W9lOL.ESALIITRAE ....... 39..... .... .6 3. 4.4 36.4 36.7 36.9 36.6 36.7 34.3 34.3
PETAILTRADE .. 30. ......... a. 4 i .a. 9 3.9 30.9 30.6 30.5 30.3 30.3 32U.2

FIAOCE. 2tKMAN, ANOREALT ........ ....................AT 36.4 36.4 36.3 34.3 36.3 34.4 34.Z 34.4 3 4.6 36.4
UJfVI46 33.5. . 32.3 32.3 325 32.5 33.1 33.6 32.7 37.7 33.7 33.7

p545. 0.p s
6

9.4.45-0544 45 .46..5043 0.4.0d446~ .
D- W^ is - 05%3, , W ".. i w0 . ft 0.5 0j.p_. , i.6,. ,W ,mWitr 6" "WUdm wd VP5. W W WA

9w . "Wm54 % Wm eK Wob TmppnAO o,.wo RNO0spyA +WF4fVW,
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Table -3 Avarga hourly ind wek y sIamin of production ot nonampervisory worked on private
agriculturall payrolls by kbdsatry

. . .p 0 -.. .. ....0

Apr. re.2. Mt v9r A.. so Art. 9.6 - S6 ,^"

179 294 29,0 160 199 16 9I s

TOTALMIVATE .. .193 W.46 96.52 06.32 9222.63 /229.29 622.2 122o.0

5. 6.46 4.52 6.52 2".22 I 29.23 230.41 230.24

MI4NG .. 6.94 6.1 9.96 t.00 363.61 263.60 307.1u 367.0u

CONST9UCTION. 9.02 4.B 9.64 9.60 320.21 340.4U 346.u0 33I.6

MANUFACTURING . 6.54 6.99 ?.U6 7.0 254.421 27.2u 21U.19 21.56
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Senator BENTSEN. I'm not trying to get you to make a prediction
as such, but I would like to compare the similarities and dissimi-
larities from 1974-75. It seems to me we are going back into the worst
possible case-with inflation and recession-stagflation I think is the
word for that one. How do these numbers compare with what was
observed in 1974-75? What are the similarities? What are the dis-
similarities? I'm trying to get a feel for how deep or how serious
this recession might be if it tracks 1974-75.

Ms. NORWOOD. We did have, in the 1974-75 period, a I-month sharp
increase in the unemployment rate. That was somewhat different
from previous periods of recession when the rate increased more
gradually over a somewhat longer period.

Senator BEmNseW. Well, it happened to go up 2.8 percent in 5
months in that period of time.

Ms. NORWOOD. Yes.
Senator BENTSEn. Here you've eight-tenths.
Ms. NoRwooD. That's correct, but we now have had a 5-month

increase from 5.8 to 7 percent; so we have had a 1.2 percentage point
increase. There are some differences I think between the situation
now and the situation then.

Senator BENTSEN. Let's hear about them.
Ms. NORWOOD. First of all, we do have, as I've indicated, some im-

portant changes in the durable manufacturing industries. There has
been considerable employment decline in the automobile industry.
Some of that decline during this period is due certainly to credit
restraints and the inability of dealers to finance stock and consumers
to buy, but some of it is also due to retooling by automobile com-
panies in order to produce smaller cars. There is apparently a short-
age of domestically produced smaller cars. So some of those people
who havw been laid off will be affected by increased production of
small cars once that retooling has been completed.

Second, generally speaking, inventories on hand are now fairly
lean.

Senator BErsw. Let me ask you about that, Commissioner, be-
cause I read all the reports too about how inventories are thinner,
more lean now than they were in 1974-75, but I also think I remem-
ber that in 1974-75-they missed on their forecasts of inventories.
They didn't know. They thought inventories were pretty lean and
afterwards they folnd ont that there had been more stock on the
shelf. Their nm-bers weren't very solid.

Ms. NORWOOD. Well, I think that's why I was careful to say "gen-
erally speaking," I think that there is some question in some people's
minds about how good the inventory figures are, but it does appear that
most businessmen at least believe that their inventories now are leaner
than they were in 1974.

Sentor BENTsEN. How about capital spending? Where are we right
now on capital spending?

Ms. NORWOOD. Capital spending is beginning to level off, and cer-
tainly, capacity utilization has declined.

Senator BENTSEN. I also recall in 1974 when we were at that eco-
nomic summit meeting at the-White House, Mr. Greenspan, I believe,
was Chairman of the Council of Economic Advisers and he assured me
then that capital spending was going to be high in 1975, which did not
happen. Capital spending went down. I recall asking him a question in
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the fall of 1975 before this committee about what happened. One thing
I've learned is that you can have an awful lot of water in the capital
spending and the board of directors can turn that off very quickly.

Ms. NORWOOD. That's certainly true and it's very much affected by
what happens to interest rates. We do not have now the liquidity crisis
that we had before. What we have now is very high interest rates. How-
ever, interest rates have begun to turn around. I, of course, don't know
what will happen to them in the coming months, but if they continue
downward I think that would have some effect.

Senator BE;Tsmr . Well, you certainly expect, or I would, that the
short-term rates would go down some more if you're going into this
recession, which I think we are. You're going to see a slowdown on
demand for credit, so the short-term rates ought to go down. The long-
term rates probably won't moderate as much.

But I think it gets back to what I have been trying to urge on the
administration earlier, that we do a selective tax cut so that you don't
have this boom-and-bust cycle. It looks like we're going righit-back to
the historical pattern, and that's what we should have tried to avoid.
If we had made the selective tax cuts, I believe we could'have taken
a somewhat different approach to credit restrictions in recent months.

Where do you think a worker is going to go these days? Where can
he go if he loses his job? Which industries can he go to? To what degree
are his skills transferable t something that may be moving up? Is
there something that is moving up?

Ms. NORWOOD. There are certainly some employment training pro-
grams that are available. As you know, there's been a lot of discussion
in the newspapers about trade adjustment assistance for automobile
workers.

Senator BENTSEn. Well, that's just a Band-Aid. That's curing the
symptoms.

Ms. NORWOOD. It could be, and it could be used for training for other
jobs. It has not been used that way before, but it certainly has the
potential.

Senator BENTSEN. On that point, you're right.
Ms. NoRwooD. It has the potential I think for doing so. I think part

of the question, as I've indicated, is that at least some of tLe auto-
mobile workers will certainly go back to the automobile industry. If
interest rates continue to go down and mortgage interest rates drop,
thev,-e may be some stimulation in construction that would affect con-
struction workers. There has been this month and, to a lesser extent,
last month some drop in employment in the retail sales industry
which I think reflects the effect of credit restraints.

Senator BNTys N. Well, let me understand that. We were talking
earlier about the fact that unemployment has gone up, particularly
in those industries relating to durables.

Ms. NORWOOD. That's right.
Senator BENTSEN. Tha 's what people can put off purchasing if

they want to. This unemployment has spread, as I understand you,
into retail. How about services? Has it gone into service industries?

Ms. NORwOOD. It's gone into wholesale and retail trade.
Senator BNTs.EN. Then it's much more pervasive.
Ms. NORWOOD. It is and it isn't. It's concentrated in construction

and in durable manufacturing industries. Almost all of the individual
two-digit level durable manufacturing industries had a little bit of
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downward shift and some of them, like transportation, lumber and
wood, and primary metals had fairly large declines in employment.

In addition, wholesale and retail trade had a drop in employment.
The drop in retail trade was somewhere around 100,000. In March
there was a small drop in retail trade. That would appear to be per-
haps the effect of some of the credit restraints. You know, I saw a big
ad in the newspaper this morning from one of the major retailers
suggesting that they do have credit available. The psychological effect
of the credit restraints is certainly taking hold and that would imply
that people are more reiiuctant to buy some of the big ticket items, the
appliances and so on, that are sold by the retail industry.

Senator BENTsEN. I think maybe it's more than psychological. I
think you've got a situation where consumer credit is high right now
and savings are low, so it becomes a very meaningful problem for
people. It's more than psychological: They don't have the money.
They don't have the savings and they've got substantial consumer
debt and they are trying to make the payments.

Ms. NoRwooD. Yes, Senator Bentsen, that's quite true, but that's
been true for some time and people have still been buying. People have
been buying and saving very little and their real incomes have been de-
clining for many months. So I think that there is a better realization
now tat conditions have changed and that that extension of credit is
perhaps too large.

Senator BEmNsEN. Let me ask you from your data where unemploy-
ment has increased, who's hardest hit: the blacks, the whites, the adult
men, ihc adult women, full-time workers, household heads? Where is
it the toughest?

Ms. NoRwooD. Any person who's unemployed is, of course, hard hit,
but the change--

Senator B-rsmv. It's like if your brother-in-law is unemployed,
it's recession; but if you're unemployed, it's depression.

Ms. NORWooD. The decline in employment this month especially hit
adult men. Adult women were also affected but to a somewhat lesser
extent than adult men. There was a small labor force increase for
-adult women and an increase in the unemployment rate, but the un-
employment rate for adult men is really very high now by historic
standards.

Senator BENTSEN. It's 7 percent unemployment now and we've seen
the biggest jump since 1974. I can't see much more of that before the
problems of balancing the budget become beyond our reach. With the
unemployment rate going up-suppose it gets up as high as 8 per-
cent-do you think if's feasible then to balance the budgetI

Ms. NORWOOD. Well, Senator, I think that's something that you're
much more expert at than I.

Senator BENTsmm. Thanks a lot.
Well, Commissioner, the numbers you have given us are a matter of

real concern and I think you can just forget about this question of
whether or not we are having a recession. Now the question is, how
deep and how long; and we will have a better answer for that I guess
next month.

Thank you very much.
Ms. NoRwOOD. Thank you very much.
Senator BENTSEN. The committee stands adjourned.
[Whereupon, at 10:30 a.m., the committee adjourned, subject to the

call of the Chair.] "
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Representative LoNo. The hearing will come to order.
Commissioner Norwood, this morning you have some good news

and some bad news for the American people.
The Producer Price Index registered its smallest monthly increase

since September 1977. It increased in May at an annual rate of 3.7
percent. That is down from the 6.2 percent annual rate recorded in
April. ,The April and May figures could be good news for American con-

sumers, especially when compared to the 18.6 percentage rate registered
in the first quarter of 1980 .- _

Since the beginninio the recession, over 1,700,000 Americans were
added to the unemployment rolls.

Even the official economic soothsayers have finally decided what
average Americans already knew- -this is a severe recession, more
severe than had been predicted.

These figures today contain especially bad news about the employ-
ment prospects for our Nation's youth. Teenage unemployment in-
creased an astounding 3 full percentage points in May.

The human hardships imposed by this recession are not limited to
any particular region of America or group of Americans..

Some areas of te Nation-like central Louisiana and the industrial
centers of the North, have been suffering unemployment rates sub-
stantially over 10 percent for some time now.

We have with us today Commissioner Norwood and an. eminent
economic forecaster. We 'hope they can help us understand what is
going on in the economy and how much the unemployment rate is
likely to rise and how much the inflation rate is likely to fall.

Representative LONG. Congressman Brown.
(137)
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Representative BROWN. Thank you, Congressman Long. The unem-
ployment rate released today is shocking. Today's figures show that
1.7 million more people have been added to the unemployment rolls
this year and now have over 8 million people unemployed. What is
truly frightening is that many economic forecasters believe that unem-
ployment will reach 10 percent before the recession is over.

For the first time in this country's history, we face the possibility
of having double-digit inflation and double-digit unemployment at
the same time.

And what is so upsetting is that it could have been avoided if the
President had shown some courage and leadership and acted when it
first becameobvious that a slowdown was not going to be mild.

This recession did not sneak up on us. Economic growth slowed in
the first part of 1979. For well over a year, it has been obvious that
rising taxes and increasing regulations were weakening the economy,
and that the monetary restraint needed to slow inflation could tilt the
economy into recession. This committee said so very clearly in its 1979
consensus report, and again more urgently in 1980. A year ago, all that
was needed to avert this situation was modest economies in Govern-
ment spending and tax cuts for workers to reduce the cost of living
and the cost of hiring and producing for businesses. Senator Bentsen
and I called for this in our joint press conference last June.

Instead of acti, Mr. Carter last fall sent G. William Miller to the
Hill to tell us that the recession is half over." Then the Carter eco-
nomic advisers told us the recession "will be mild." While Mr. Carter
has done nothing, the economy has sunk into a severe recession that
threatens to add 4 million people to unemployment rolls.

The administration is clearly guilty of malign neglect of the econ-
omy. It should move at once to make up for lost time. It should adopt
the JEC recommendations for a sizable tax cut, half for individuals
to encourage work effort and purchasing power, and half for business
to lower production costs and encourage investment and hiring. We
also need to phase in personal savings incentives to keep capacity
growing in the years ahead.

I favor an immediate 10-percent across-the-board marginal tax rate
reduction for individuals, plus phased-in individual savings incentives.
For business, I support accelerated depreciation proposals, such as
10-5-3, and a gradual reduction in corporate tax rates.

We can't do anything to avoid the reession we are now in, but we
can make sure that we do not force the same predicament of high
inflation and high unemployment a few years from now.

Representative LoNG. Commissioner Norwood, we are glad to have
you. Please proceed.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BU-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY W. JOHN LAYNG, ASSISTANT COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS; AND JOHN E.
BREGGER, CHIEF, DIVISION OF EMPLOYMENT AND UNEM-
PLOYMENT ANALYSIS

Ms. N owooD. Congressman Long and members of the committee, I
am pleased to have this opportunity to provide the Joint Economic
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Committee with a few brief comments to supplement the Employment
Situation and Producer Price Index press releases issued by the Bu-
reau of Labor Statistics this ifforning at 9 a.m.

The employment situation deteriorated further in May. Unemploy-
ment rose sharply for the second straight month. Employment and
hours continued to decline.

The overall unemployment rate was 7.8 percent, up from 7 percent
in April, and the number of unemployed persons increased to 8.2 inil-
lion. Since the beginning of the current recession in January, the num-
ber of jobless workers has increased by more than 1.7 million and the
unemployment rate has jumped a full 1.6 percentage points.

The May increase in unemployment was pervasive; jobless rates
rose for whites, for blacks, for adults, for teenagers. The jobless rate
for adult men, which stood at 4.7 percent in January rose to 6.6 per-
cent in May, the same level as the May unemployment rate for adult
women. The unemployment rate for construction workers reached
17.5 percent, and the rate for workers in durable goods manufacturing
increased to 10.5 percent. Still another important indicator of cyclical
change was the large increase in the number of persons working part
time for economic reasons. This group rose by more than 500,000 to
4.3 million.

As you know, even in recessionary periods, some individuals enter
or reenter the labor force, as some find jobs and others become unem-
ployed. The monthly data reflect the net result of these substantial
movements in the labor market. In May, the labor force rose to more
than 105 million, as a larger than usual number of young workers,
under 25 years of age entered the job market. Thus, the decline in the
level of employment was much less sharp than the increase in unem-
ployment.

Our establishment survey shows that nonfarm payroll jobs dropped
almost 200,000; employment increased somewhat in the services sector
but factory jobs declined by 275,000. Declines were widespread
throughout most of the durable goods sector, but were particularly
large in the transportation equipment, metal, and lumber manufac-
turing industries. Employment in the construction industry changed
very little in May. Since the start of the recession in January, however,
construction employment has declined by nearly 300,000 and the num-
ber of factory jobs has dropped by more than 550,000. The proportion
of the population with jobs edged down to 58.5 percent in May, nearly
a full point below the all-time high reached at the '.nd of last year.

The workweek continued to decrease, as did overtime hours in man-
ufacturing. The index of aggregate weekly hours-which takes into
account reductions in employment as well as hours-was down over
the month and since January.

The latest information on the price situation is the data we released
this morning on the behavior of producer prices in May. Prices charged
by producers for finished goods increased 0.3 percent in May, the sec-
ond consecutive small rise and a marked deceleration fr-m the average
monthly increase of 1.5 percent registered during the first quarter of
this year.

All major components of finished goods contributed to the small
rise. Food prices at the producer level were up only 0.1 percent in May.
Prices of finished energy goods rose 0.8 percent in May, down sharply
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from April's 3.8 percent rise and the smallest increase since Septem-
ber 1978. Prices of other finished goods rose 0.2 percent in May com-
pared with a much larger rise in April.

At the intermediate or semifinished sta of production, price in-
creases were also very moderate in May. Overall prices of intermedi-
ate materials increased 0.4 percent, the third moderate increase in a
row. While prices of foods and feeds increased 6.1 percent, prices of
other items increased only 0.1 percent. Price increases were very small,
on average, for both energy and nonenergy items used in the produc-
tion of goods and services.

Crude material prices rose 1.3 percent in May, a sharp reversal from
the nearly 6 percent drop from February to April as crude foodstuffs
and feedstuffs turned up. Prices of nonfood crude materials increased
only 0.1 percent. Crude energy prices were up 1.6 percent, but other
nonfeed crude materials, fell, the third consecutive monthly decline.

In summary, all of the major labor market indicators deteriorated
further in May. Since the onset of the recession in January, the un-
employment rate has risen steeply, and the number of unemployed
persons has increased by 1.7 million. Unemployment has risen for
every major demographic and age group of the population. More than
800,000 jobs have been lost in producing industries, and hours of work
have contracted sharply. Thus far, the major employment impact of
the recession has been in construction and in such durable manufactur-
ing industries as automobiles, lumber, rubber, primary metals, and
metal fabrication. In the services sector of the economy, employment
growth has slowed, and the average workweek has declined.

In contrast to the deteriorating labor market situation, the news on
the price front is indeed encouraging. Producer finished prices rose
much less in May then in previous months, and price increases were
very small for nonfood intermediate and crude goods. These May pro-
ducer price data, when taken together with the announced reductions
in automobile prices and mortgage interest rates, suggest that there
may be continued deceleration in the CPI for May which will be
released later this month.

Finally, I would like to report to you that the annual adjustment
of establishment data to new benchmarks is scheduled to be completed
during June. Establishment data in the next Employment Situation
press release, to be published July 3, will reflect the new benchmarks.
Updated seasonally adjusted series and new seasonal factors will be
introduced at that time.

Mr. Congressman, I have with me on my right, John Layng, who
is our Assistant Commissioner in the Office of Prices and Living Con-
ditions; and on my left, John Bregger, who is our expert on current
employment analysis, and we would all be very happy now to answer
any questions you may have.

Representative LONG. Thank you, Ms. Norwood.
[The table attached to Ms. Norwood's statement, together ivth the

Employment Situation and the Producer Price Index press releases,
follows:]
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UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11
X-l1 ARIMA method method

Unad- (former Rane
ousted Con- official (cols.

Month and year rate Official current Stable Total Residual method) 2-7)

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

1979:
May ------.----------- 5 .2 5.8 5.8 5.8 5.8 5.9 5.8 0.1
June ................... 6.0 5.7 5.7 5.5 5.7 5.7 5.7 .2
July ----------- ------ 5.8 5.7 5.7 5.7 5.8 5.8 5.7 .1
August ---------------- 5.9 5.9 5.9 6.0 5.9 5.9 5.9 .1
September............. 5.6 5.8 5.8 5.8 5.8 5.8 5.8 .--------
October ............... 5.6 5.9 5.9 6.0 5.9 6.0 5.9 .1
November ............. 5.6 5.8 5.8 5.9 5.8 5.8 5.8 .1
December.............. 5.6 5.9 5.9 6.0 5.8 5.9 5.9 .2

1980:
January ............... 6.8 6.2 6.1 6.2 6.2 6.2 6.2 .1
February -------------- 6.8 6.0 6.1 6.0 6.1 5.9 6.0 .2
March ---------------- 6.6 6.2 6.2 6.2 6.2 6.2 6.2.
April ................ 6.6 7.0 6.8 6.9 7.0 7.0 7.0 .2
May .................. 7.0 7.8 7.6 7.8 7.8 7.7 7.8 .2

Source: U.S. Department of Labor, Bureau of Labor Statistics, June 1980.

NOTES TO TABLE COLUMN NUMBERS

1) Unadjusted rate. Unemployment rate not seasonally adjusted.
) Official rate (-1I ARIMA method). The published seasonally adjusted rate. Each of the 3 major labor force com-

ponents-gricultural employment nonagricultural employment and unemployment--for 4 age-sex group--males end
females, ages 16-19 and 20 yr and over-are seasonally adjusted Independently using data from January 1967 forward.
The data series for each of these 12 components are extended by a year at each end of the original series using ARIMA
(auto-regressive, integrated, moving average) models chosen specifically for each series. Each extended series Is than
seasonally adjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and nonagricultural
employment components are adjusted with the additive adjustment model, while the other components are adjusted with
the multiplicatve model. A prior adjustment for trend Is applied to the extended series for adult male unemployment
before seasonal adjustment. The unemployment rate Is computed by summing the 4 seasonally adjusted unemployment
components and calculating that total as a percent of the civilian laborr o-ce total derived by summing all 12 seasonally
adjusted components. All the seasonally adjusted series are revised at the and of each year. Extrapolxted factors for
January-June are computed at the beginning of each year; extrapolated factors for July-December are computed in the
middle of the year after the June data become available. Each set of 6-mo factors are published in advance, In the January
and February Issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The procedure for computation of the official rate is followed, except that the
date are reseasonaily adjusted each month as the most recent data become available. Extrapolated factors are not used at
all in this method. For example, the rate for January 1980 would be based, during 1980, on the adjustment of data for the
period January 1967 through January 1980. The rates for the current year are shown as first computed. Since the revision
pattern and procedure for computation of the rate are identical to the official procedure, the results of this method will be
Identical to the official rate at he beginninR of each year when the most recent observation is December.

04)? Stable (X-1 ARIMA method). Each of the 12 labor force components Is extended using ARIMA models as In the
c&I procedure and then run through the X-11 part of the program using the stable option. ThIs option assumes that

seasonal patterns are basically constant from year-to-year and computes final seasonal factors as unweighted averages of
all the seasonal-Irregular components for each month across the entire span of ti-a pe-lod adjusted. As in the otclal
procedure, factors are extrapolated in 6-mo intervals and the seo-es are revised at the end of each year. The procedure for
computation of Je rate from the seasonally adjusted components is also identical to the official procedure.

(5) Total (X-1I ARIMA method). This is one alternative aggregation procedu-e, in which total unemployment and labor
force levels are extended with ARIMA models and directly adjusted with multiplicative adjustment models In the X-11
par of the program. The rate Is computed by tking seasonally adjusted total unemployment as a percent of seasonally
adjusted total civilian labor force. Factors are extrapolated in 6mo intervals and the so-lins revised at the end of each year.

( 6) Residual (X-I ARIMA method). This is another alternative aggireaton method, in which total employment and
civilian labor force levels are extended using ARIMA models and then directly adjusted with multiplicative adjustment
models. The ssonally adjusted unemployment level is derived by subtracting seasonally adjusted employment f om
seasonally adjusted labor fore. The rate is then omputed by tking the delved unemployment level as a percent of the
labor force level. Factors are extrapolated in 6.moo sIevals and the slea revised at the end of each year.

(7) X-11 method (former official method). The procedure for computtion of the official rate Is used except that the sere
are not extended with ARIMA models and the factors are projected in 12-mo Intervals. The standard X-11 program is used
to perform the seasonal adjustrent.

Methods of adjustment: The X-1 ARIMA method was developed at Statistics Canada by the seasonal adjustment and
times series staff under the direction of Estela Be Datum. The method is described In the X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagum, Statistics Canada Catalogue No. 12 564E, September 1979.

The standard X-11 method Is described In X-11 Variant of the Census Method II Seasonal Adjustment Program, by
Julius Shlskln, Alan Young and John Musgrove (technical paper No. 15, Bureau of the Census, 1961).

66-785 0 - 80 - I0
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THE DEPLOYMENT SITUATION: MAY 1980

Unemployment rose sharply for the second straight month and employment continued to decline

in lay, the Bureau of Labor Statistics of the U. S. Department of Labor reported today. The

jobless rate was 7.8 percent, up from 7.0 percent in April and 6.2 percent in March.

Total employnient--as measured by the monthly survey of households--edged down in May, as a

300,000 decline in nonfarm employment was partially offset by an over-the-month gain in

agriculture. Total employment has declined by nearly I million during the past 3 months.

Nonfarm payroll employment--as measured by the monthly survey of establishments--declined by

180,000 in May to 90.3 million. As in April, the drop was concentrated in manufacturing.

Average s ekly hours fell for the fourth month in a row.

Unemployment

The unemployrient rate rose 0.8 percentage point for the second month in a row and stood at

7.8 percent in May, the highest rate since November 1976. The number of persons unemployed

increased by 900,000 to 8.2 million. Most of the May increase can be traced to layoffs and job

terminations; job losers now comprise more then half of the unemployed total. In the past 2

months, the number of unemployed workers has risen by 1.7 million. (See tables A-1 and A-5.)

Jobless rate increases were pervasive among worker groups. The teenage rate jumped 3 full

percentage points to 19.2 percent. The rates for adult Lien and women continued to rise; each

stood at 6.6 percent in May. Joblessness among adult men has been climbing at a faster pace

than that for adult women in recent months, and May marked the first time in 2 decades that the

rate for men has been as high as that for women. Whites, blacks, and full-time workers also

registered markedly higher rates than those posted In April. (See table A-2.)

As in the previous month, unemployment increases were especially large among workers in the

construction and manufacturing industries. The rate for blue-collar workers also rose sharply.
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The number of nonfarm workers on part-time work schedules for economic reasons (often

referred to &a the "partially uemployed") increased by 530.000 in May to 4.3 million.

Jobholders wbo usually work full time accounted for two-thirds of the increase. (See table

A-3.)

Employment

Following a drop of 800,000 in the February-April period, there was a small decline in total

employment in May. Over the past 3 months, the overall employment level decreased by nearly I

million; about three-quarters of the decline occurred among adult men. The precipitous drop

during recent months wiped otut about two-thirds of the employment gains which had occurred since

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

I Quarterly averages [ Monthly data II I I
Selected categories A I I [ 4r.- -

I 1979 I 1980 I 1980 I my
I I I I I I change

I I I IV I I I Mar. IAyr. aI M
HOUSEHOLD DATA

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

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

Unemployment rates:
All workers ........................
Adult men ............. .............
Adult women ........... .............
Teenagers..........................
White .. . . . . . . . . . . . . .
Black and other ....................
Full time workers ..................

ESTABLISIM(r DATA

Nonfarm payroll employment ............
Goods-producing industries .........
Service-producing industries .......

Average weekly hours:
Total private nonfarm ..............
Manufacturing ......................
Manufacturing overtime .............

p-preliminary

I
I Thousands of persons
1102,3151103,7491104,1941104,0941104,4191105,:421 723
1 96,4251 97,6651 97,8041 97,6561 97,1541 96,9881 -166
1 5,8901 6,0841 6,3901 6.4381 7,2651 8,1541 889
1 58,2551 58,8421 59,0221 59,3221 59,1821 58,6571 -525
.1 7401 7411 9931 N.A.I N.A.I N.A.I N.A.

I II I

Percent of labor forceI I I I I I
.1 5.81 5.91 6.11 6.21 7.01 7.81 0.8
1 4.01 4.21 4.71 4.91 5.91 6.61 0.7
.1 5.71 5.71 5.71 5.71 6.31 6.61 0.3
.1 15.91 16.11 16.21 15.91 16.21 19.21 3.0
.1 5.01 5.11 5.41 5.41 6.21 6.91 0.7
.1 11.41 11.21 11.71 11.81 12.61 13.91 1.3
1 5.21 5.41 5.71 5.81 6.61 7.51 0.9
II I

I Thousands of Jobs
.1 88,7241 90,1081 90,7721 90,819190,508pJ90,328p] -1

80
p

.1 26,4861 26,5871 26,7051 26,600126,21OpI25,963p -247p

.1 62,2381 63,5211 64,0671 
6
4,2191

6
4,

2
9
8
p
6
4,365p[ 67p

uI o wok I

- Hour of wrk

.1

.1

.1
W

I I I I I I35.81 35.71 35.51 35.41 35.3pl1 35.1pl
40.61 40.21 40.11 39.81 39.6pl 39.4p1
3.71 3.21 3.21 3.21 

2
.
9
p[ 

2
.
6
p1

I [ J a I I
N.A.-not available

-0. 2p
-0. 2p
-0. 3p



Kay a year ago, such that total employment was up only about half a million over the past year.

The employment-population ratio was 58.5 percent in hay, the lowest it has been in 2 years.

(See table A-1.)

There were sharp contrasts in April-to-May movements among the major occupattoral groups.

The number of blue-collar workers fell by 450,000, continuing the steep declines wh.ch have blen

registered in recent months. In contrast, white-collar employment was ui 200,000 in "av Anu has

maintained a moderate growth pace. (See table A-3.)

The civilian labor force swelled by 725,000 in May to 105.1 million, as a disproportionately

large number of persons under 25 years of age entered the labor force; they accounted for more

than half of the over-the-month growth. The May labor force activity brought the overall labor

force participation rate to a record 64.2 percent, up 0.4 point from April.

Industry Payroll fa'ployment

Nonagricultural payroll employment fell by 160,000 in lay and was down more than 500,000

since February. At 90.3 million, payroll employment has grown by less than I million over the

past year. (See table B-I.)

The over-the-month decline took place almost entirely in manufacturing, where enplo ment

fell by 275,000. Most affected by the cutbacks were the durable goods industries, particularly

transportation equipment and fabricated metals, each of which lost about 60,001 jobs. T1e

number of jobs in the transportation equipment industry has fallen by about 175,000, or 9

percent, in the paat 2 months. Substantial over-the-month declines also were registered irl

primary metals, lumber and wood products, and stone, glass, and clay products. Emrlo,-ient in

nondurable goods manufacturing generally showed only small changes, except for a decrease oF

35,000 in rubber and plastic products and an increase of about the same magnit",d ,in "etroleli

and coal products, where striking workers returned to their jobs.

Elsewhere in the goods-producing sector, mining employment rose ',er the noth nd

construction jobs were about unchanged. Construction employnmect hd dropped by 300,0i)0 he

January and April,

In the service-producing sector, there was slow employment growth. 'lit c

advance was accounted for by an inc raise in serve [eog indwur ry 1h, . coiwieb f inancn, 1 iw i:t,- .
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and real estate also showed a gain. An 85,000 decline in Federal government jobs primarily was

due to reductions in the number of temporary workers for the 1980 Decennial Census; Federal

employment had shown a rise of nearly 300,000 between February and April.

Hours of Wrk

The average workweek for production or nonsupervisory workers on private nonfarm payrolls

dropped by 0.2 hour to 35.1 hours in May; average weekly hours have fallen for 4 consecutive

months. The manufacturing workweek also was down 0.2 hour and has fallen by nearly 1 hour since

January. Factory overtime declined 0.3 hour in May to 2.6 hours, following a decline of the

sane magnitude in April. (See table B-2.)

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

nonfarr- payrolls was down 0.7 percent over the month to 123.6 (1967-100) in May, reflecting the

declines in both employment and weekly hours. The manufacturing index dropped by 2.5 percent

over the month and was down 6.1 percent since January. (See table B-5.) -

Hourly and Weekly Earnings

Average hourly earnings of production or nonsupervisory workers on private nonagricultural

payrolls rose 0.5 percent over the month and were 7.9 percent above the May 1979 level

(seasonally adjusted). Average weekly earnings edged down by 0.1 percent from April but have

risen by 6.1 percent over the year.

Before adjustment for seasonality, average hourly earnings rose 6 cents in May to $6.57 and

were 48 cents above the May 1979 level. Average weekly earnings were $229.95, up $1.40 over the

month and $13.75 oer the year. (See table B-3.)

The Hourly Earnings Index

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

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

247.9 (1967-1 0) in 'lay, 0.6 percent higher tlin in April. The Index was 9.0 percent above rtay

a year a;;o. In dollars of 'onstant purchisinp, powrr, the Index decreased 5.2 percent during the

12-month pcriod ended 1in April. (See table P-4.)
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Chart t. ClvMan labor force and employment
(Seasonally adjusted)
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and total employment-population ratio
(Seasonally adjusted)
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Ex}lanatory Note
This news release presents statistics from two major

surveys, the Current Fopulation Survey (household
survey) znd, she Current Employment Statistics Survey
(establishment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
65,000 households that is conducted by the Bureau of
the Census with most of the findings analyzed and
published by the Bureau of Labor Statistics (BLS).

The establishment survey provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
162,000 establishments employing more than 32 million
people.

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

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

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

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

Peolj e are classified as employed if they did any work
at all as paid civilians; worked in their own business or
profession or on their own farm; or worked 15 hours or
more in an enterprise operated by a member of their
family, whether they were paid or not. People are also
counted as employed if they were on unpaid leave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

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

and waiting to be recalled and those expecting to report
to a job within 30 days.
- The civilian laborforce equals the sum of the number
employed and the number unemployed. The unemploy-
ment rate is the percentage of unemployed people in the
civilian labor force. Table A-7 presents a special group-
ing of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor force.
The definitions are provided in the table. The most
restrictive definition yields U-I, and the most com-
prehensive yields U-7. The official unemployment rate
is U-5.

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

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

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

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

---- The t'ousehold survey haf'no duplication of in-
dividuals, because each individual is counted only once;
in the establishment survey, employe-; working at more
than one job or otherwise appearing on more than one
payroll would be counted separately for each
appearance.

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

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

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

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

Measures of civilian labor force, employment, and
unemployment contain compcptnts such as age and sex.
Statistics for all employees, production workers,
average weekly hours, and average hourly earnings in-
clude components based on the employer's industry. All
these statistics can be seasonally adjusted either by ad-
justing the total or by adjusting each of the components
and combining them. The second procedure usually
yields more accurate information and is therefore
followed by BLS. For example, the seasonally adjusted
figure for the civilian labor force is the sum of eight
seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment Is the sum of the four
unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian labor
force.

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

Sampling variability
Statistics based on the household and establishment

surveys are subject to sampling error, that is, the
estimate of the number of people employed and the
other estimates drawn from these surveys probably dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount
of the differences can be expressed in terms of standard
errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey,
and other factors. however, the numerical value is
always such that the chances are 68 out of 100 that an
estimate based on the sample will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on
the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At
the 90-percent level of confidence-the confidence limits
used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or
minus 293,000; for total'unemployment, it is 185,000;
and, for the overall unemployment rate, it is 0.19
percentage point. These figures do not mean that the
sample results are off by these magnitudes but, rather,
that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ from the
estimates by more than these amounts.

Sampling errors for monthly surveys are reduced
when the data are cumulated for several months, such
as quarterly or annually. Also, as a general rule;
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller
than is the error for the jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .23 percentage point; for teenagers, it is
1.06 percentage points.

In the establishment survey, estimates for the 2 most
current months are based on incomplete returns; for this
reason, these estimates are labeled preliminary in the
tables. When all the returns in the sample have been
received, the estimates are revised. In other words, data
for the month of September are published in
preliminary form in October and November and in final
form in December. To remove errors that build up over
time, a comprehensive count of the employed is con-
ducted each year. The results of this survey are used to
establish new benchmarks-comprehensive counts of
employment-against which mosth-to-month changes
can be measured. The new benchmarks also incorporate
changes in the classification of industries and allow for
the formation of new establishments.

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

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for $2.75
per issue or $22.00 per year from the U.S. Government
Printing Office, Washington, D.C. 20204. A heck or
money order made out to the Superintendent of
Documents must accompany all orders.

Employment and Earnings also provides approxima-
tions of the standard errors for the household survey
data published in this release. For unemployment and
other labor force categories, the standard errors appear
in tables A through I of its "Explanatory Notes."
Measures of the reliability of the data drawn from the
establishment survey and the actual amounts of revision
due to benchmark adjustments are provided in tables K
through P of that publication.
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HOUSEHOM0 DATA HOUM=HOLD DATA
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HOUSEHOLD DATA
Tlat A-10. Euyb synt statw nonfsOwmwtIon8 popletia r tuNo WrgMe 9oa~

HOUSEHOLD DATA
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4.4 57
9,595

.3493'

8,93 3

6,2d7
5, .

0 7.842

10O 3.
71
6.6

4,9s37

3.78 120O7
S.3
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ESTABUSHMENT DATA

T&b9. 9-1. Employ.. us nonaplcultrel peyr~ls by indltry

ESTABLISHMENT DATA
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ESTABLISHMENT DATA

Tate 3.2. Anage wetly holai of producstia Of nonsupefnmo nmten on owivate
flb89grtwi~tur8J paysatb b kst899

ESTABLISHMENT DATA
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C.Wva V, kAniVme.
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ESTABLISHMENT DATA ESTABLISHMENT DATA
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IESTABUSHMENT DATA

Tble 6-4. f y49,90 p i 0e0 hido1 2.7 p9desdamm W- a040vleoyv 1 weil eoprr9
999dw poyvois by hbd907 A4o~ .mo-Aly odkioto

ESTABUSHMENT DATA

MAY 01. ,,II. 724. NAK. APIt. K 27 7
1979 197t 110 log0 loo 19s0 2110 0011 173- At$. 199-

MY lo KAY Log1o

TOTAL PFIWArg UOWEA
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2..2............. ...... 362.7 273.2 47 .0 217 .3 279.2 213.2 194.9 1 . .3
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IS 1ctk? #64400 6AS . -2 F0. 07I12 29 TO 0PIL 1290, THE LATS9T 11O1TU AVAIt02L1.
iC[NI 2.4&L2.L %As -. 1 101; 0 900 192U TO Ar9UL 1910. TE LATIT 209ITN AVAILbl.

Ta"mi. ft deme ftly m o Js*Aisoom &en lmpl0s Il*. em p . . .. I

99nsu920d2 peygi by busufm0. semmfiasn adoed

2979 , 900

097' 7.9 1J.0
7 

OA.S. so Vt.Ot. 9.9w. 049. Jam. 799.. 10r. Apr.* Amy7

TALPRIVATE .... 2............... 4 23 23.? 22. 23. 3.9 122.3 92.4 227.1 122.9 7.0 24. 3. 
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ESTABLISHMENT DATA ESTABLISHMENT DATA

Table 3-6. Indexes of diffusion: Percent of industries In which employment Increased

VOeO a O[ 0.5hp- 0aw t 5~ . 0.0 jW. - sa2-0

1977

Janary ...................... 13.0 £0.2 84.3 60.5
rbsa o7 ....... 7.2 84.3 84.8 81.4

arh.. ..... 72.4 - 12.6 84.0 62.8

April ... .. ..... 71. 82.) " 84.6
a.......... 70.3 7.5 76.2 63.1

Jane,.......8., 5.2 52.7 77.4 66.1

Jly. ......... 70.2 70. 73.3 84.6
a .. ................... 7.6 78.6 76.7 83.1

sapseelbl......*.... £47.2 87.7 76.7 63.2L

Oober ........... 84.2 76.2 £0.5 82.
ae ......... 3.3 79.7 64.0 81.6

.a.e. . . ....... 03.3 79.4 62.3 82.0

1978

y... .... £83 60.2 63.1 1.4
brar .. ....... 69.2 73. 76.1 63. 2

HarCh. ................... 86.5 77.3 77.6 81.2

Aprl .......... 6 6.0 8.8 73.5 2.0
ay5........37.8 67.2 72.7 61.7
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PRODUCER PRICE INDEXES--M.AY 1980

The Producer Price Index for Finished Goods moved up 0.3 percent from April to May
on a seasonally adjusted basis, the Bureau of Labor Statistics of the U.S. Department of
Labor reported today. This was somewhat less than the 0.5 percent rise in April and was
the smallest increase since a 0.2 percent rise in September 1977. Prices for intermediate
semifinishedd) goods were 0.4 percent higher, the third consecutive monthly advance of
half a percent or less. Crude material prices climbed 1.3 percent after declining sub-
stantially in both March and April. (See table A.)

Among finished goods, the capital equipment index showed no change, following a
large April advance. Energy prices rose 0.8 percent, far less than in any recent month.
Food prices edged up 0.' percent after falling sharply in April. Prices for finished

Table A. Percent changes from preceding month in selected stage-of-processing
price indexes, seasonally adjusted*

Finished goods Intermediate goods Crude goods

I Foods I I Foodstuffsl I
I Total lConsumeri Other Total I and I Other I Total I and lOther

Month I foods I I feedsJJ I feedstuffsl

[May 19791 0.5 t -1.0 1 1.0 1.0 0.1 1 1.0 1 0.7 1 -0.7 1 2.7 1
IJune .... 1 .61 -1.01 1.11 1.01 .51 1.01 1.2 0 2.8
[July .... ! 1.21 .7! 1.31 1.61 4.21 1.51 2.2 3.0 1.2
[Aug ..... 1.11 1.51 1.01 1.41 .91 1.5t .21 -. 5 11.21
ISept ..... 1 1.51 1.41 1.51 1.51 .51 1.51 2.21 1.4 13.21
[Oct .... 1. I -.1 I 1.5 1 1.7 1 .3 1 1.8 1 1.1 1 .1 I 2.3 J
INov . ... 1 1.2 1 1.9 1 1.0 1 .9 -. 3 .9 1.3 1 1.0 1 1.7 1
IDec. .... . 81 .31 1.11 1.11 .31 1.21 1.11 .2 2.2

lJan. 19801 1.6rf -. 9 1 2.4rl 2.7 1 -2.6ri 3.Orl -.7 1 -3.8 1 3.2 1
]Feb . .... I 1.3r[ -. 5 1 1.9rl 1.8 1 5.4r1 1.6rj 2.6 1 2.2 1 3.2 f
JMar ..... 1.41 1.11 1.51 .51 -3.0 1 .7 1 -2.21 -2.7 1-1.41
lApr. .... . 5 1 -2.81 1.61 .11 -2.7 1 .3 1 -3.51 -6.1 1 -. 51
[may .... 1 .3 1 .1 1 .3 1 .4 1 - 6.1 1 .1 1 1.3 1 2.4 1 .1 II I I I I I.. II

.1/ Intermediate materials for food manufacturing and feeds.
* Data for January 1980 have been revised to reflect the availability of late reports

and corrections by respondents. For this reason, some of the figures shown above
and elsewhere in this release may differ from those previously reported.

r- revised.
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consumer goods other than foods and energy increased 0.4 percent, somewhat less than in
the previous month. (See table B.)

Before seasonal adjustment, the Producer Price Index for Yinished Goods rose
0.4 percent to 241.0 (1967-100). Over the year, the Finished Goods Price Index advanced
13.3 percent. From May 1979 to May 1980, finished energy prices climbed 74.3 percent, con-
sumer food prices rose 1.5 percent, the index for finished consumer goods other than foods
snr1 energy increased 11.0 percent, and capital equipment prices advanced 9.7 percent. The
Producer Price Index for intermediate goods was 15.8 percent higher than a year ago, and
crude material prices were up 6.5 percent.

uaghbeA_3j"

Finished consumer goods. The Producer Price Index for finished consumer goods moved
up 0.4 percent in May on a seasonally adjusted basis after showing no change in April.
The index for finished foods moved up 0.1 percent, following a 2.8 percent decrease in
April. Prices for beef and veal and pork continued to decline, although considerably less
than in the preceding month, and processed poultry prices turned up after. dropping in
April. Prices for refined sugar in consumer size packages climbed 33.4 percent, following
a decline in the previous month, and fresh and dried vegetable prices rose about 20 per-
cent after edging up slightly in April. Increases were aiso registered in May for
fresh fruits, dairy products, eggs, flour base mixes and doughs, and packaged cocoa. In

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

[ Changes fro* preceding month, seasonally adjusted IChange in I
I I finished I

II I IPinisbed consumer goods excluding foodslgoods from
I Capital Finished[ 1 12 months I

I Month IPinishedi equip- conauserl I I I ago I
I I goods t meant I goods I Total I Durables I Nondurables I (unadj.) I

May 19791 0.5 1 0.5 1 0.5 1 1.4 1 0.6 1 1.8 10.2
IJune .... 1 .6 I .7 I .6 1 1.4 1 .6 1.9 9.9 1
1July .... 1 1.2 1 .8 1 1.3 1 1.7 1 .8 1 2.2 10.3
lAug .. 1 1.1 1 -.1 1 1.6 1 1.7 1 0 1 2.7 1 11.1 1
[Sept.....[ 1.5 1 .7 1 1.8 1 1.9 1 1.5 1 2.2 12.0 1
[Oct .... I 1.11 .91 1.21 1.81 1.6 1 2.0 12.3 1
[Nov . .... 1 1.2 1 .7 1 1.4 1 1.1 j .9 1 1.2 1 13.0 1
IDec .... I .81 .91 .91 1.21 1.2 1 1.2 1 12.6 1I I 1I I
I.Jan. 19801 1.6r I l.6r I 1.6r 1 2.9 1 3.4r I 2.7r 1 13.1 1
IFeb .. I 1.3r I .6r I 1.6r I 2.7r I 1.3r I 3,3r 1 13.3 1
[Mar .. 1 1.4 1 .8 1 1.6 1 1.9 1 -. 4 3.2 13.9
[Apr . ... 1 .5 1 1.9 1 0 1 1.4 1 .2 2.0 13.5
IMay .... 1 .3 1 0 1 .4 1 .4 1 -. 3 1 .9 1 13.3 1
I I

* Data for January 1980 have been revised to reflect the availability of late reports
and corrections by respondents. For this reason, some of the figures shown above
and elsewhere in this release may differ from those previously reported.

r- revised.
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aontrist, roasted coffee prices fell for the sixth consecutive month. Declines were also
recorded for whole black pepper, fish, milled rice, and vegetable oil end products.

Prices for energy goods rose 0.8 percent in Hay, much less than in any month since
September 1978. Gasoline prices were up only 0.4 percent, compared with an increase of
4.3 percent in April, and prices for home heating oil advanced 1.1 percent, following a
rise of 3.0 percent in the previous month.

The index for finished consumer goods less foods and energy rose 0.4 percent after a
0.6 percent increase in April. Prices for passenger cars, silver jewelry, and costume
jewelry turned down after Increasing a month earlier. Prices for cosmetics, household
furniture, mobile homes, and disposable plastic dinnerware and tableware advanced less
than in the previous month. On the other hand, prices increased more than in April for
nonalcoholic beverages, tobacco products, sanitary papers and health products, and house-
hold appliances. Prices for gold jewelry and tires and tubes turned up after 'declining
for 2 consecutive months. Prices for household flatware fell but much less than in April.
Apparel prices rose about as much as in each of the 2 preceding months.

agiotgL egauplent. The index for capital equipment was unchanged from April to May,
after rising 1.9 percent in April. Prices for motor vehicles and mental forming machine
tools turned down after increasing in the previous month. Substantially smaller increases
were registered for many other capital goods, particularly plastic and rubber industry
machinery, fcod products machinery, generators, oilfield machinery, construction
machinery, and photographic equipment.

-Intermediate materials

The Producer Price Index for intermediate materials, supplies, and components rose
0.4 percent from April to May on a seasonally adjusted basis, the third consecutive
moderate increase following advances of I percent or more during nearly all of 1979 Cad
early 1980. The rate of advance for most kinds of intermediate goods continued to slow
down. However, prices for foods and feeds were sharply higher.

The intermediate energy index edged up 0.1 percent, following a 0.9 percent rise in
April and much larger advances in each of the 13 months prior to that. Residual fuel
prices fell substantially for the second consecutive month, and the rate of increase
slowed for commercial jet fuel, diesel fuel, and lubricating oil materials. On the other
hand. electric power rates increased more than in April, and liquefied petroleum gas
prices turned up after edging down the month before.

The index for intermediate materials less foods and energy also rose 0.1 percent.
slightly less than in either of the 2 previous months. The durable manufacturing mate-
rials category declined for the third consecutive month, as lower prices were registered
for copper, silver, lead, zinc, tin, hardwood lumber, and plastic parts. In contrast,
primary aluminum prices continued to rise sharply.

The construction materials index edged down 0.1 percent, following a similar
decrease in April. Prices fell for nonferrous wire and cable, millwork, softwood lumber,
gypsum products, clay tile, and asphalt roofing. However, large increases were recorded
for plywood, concrete products, prepared paint, building paper and board, wiring devices,
and plumbing fixtures.

The index for manufacturing components rose 0.3 percent, much less than in any
recent month. Prices rose much less than in April for a broad range of items, particu-
larly electronic components, locks, internal combustion engines, and Sall and roller
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bearings. Switchgear and switchboard prices declined after several months of large
increases.

The nondurable manufacturing materials index advanced 1.0 percent, following a
1.5 percent boost in April. Price increases slowed for several items, Including woodpulp,
plastic resins, synthetic rubber, and processed yarns and threads. Prices turned down for
gray fabrics and phosphates, and the indexes for leather and inedible fats and oils both
declined for the fourth consecutive month. On the other hand, price increases accelerated
for Industrial chemicals, synthetic fibers, paper, and paperboard.

Among other interr.ediate nonfood nonenergy goods, prices fell for photographic
supplies, metal forming machine tool parts, and wooden pallets. Prices rose less than in
the previous month for mining machinery parts, metal cutting machine tool parts, abrasive
products, paper boxes and containers, and mixed fertilizers.

The intermediate foods and feeds index climbed 6.1 percent, following sizable
decreases in March and April. - The upturn in May was due in large part to a 25 percent
advance in prices for refined sugar used in food manufacturing. Peed prices turned up
after a sharp drop in Airil. Prices also rose after declining in the previous month for
flour, crude vegetable oils, and animal fats and oils. Corn syrup prices continued to
nove up, but not as much a. 'n April.

rude materials

the Produrer Price Index for crude materials for further processing increased
I.3 percent ir May on a -easonslly adjusted basis, following a 3.5 percent decrease In
Anril. Foodstuff prices turned up after falling for 2 months, crude energy material prices
,ntin-iEd t, rise, but prices for other materials fell for the third consecutive month.

Te irdex for erude foodstuffs and feedstuffs increased 2.4 percent in May, in
contrast tn a decrease of 6.1 percent in the previous month. Prices for raw cane sugar
jumped 42.5 pr:rcert after climbing 16 percent in April. Prices for grains, green coffee,
and soybean. t i ned up after falling in the previous month, Prices for livestock, live
pcuitr?, and , ,c.r, beans oved down but not as much as in April.

Irkin fur crud,, energy materials rose 1.6 percent, slightly less than the
pe.; r.; av-n,., in April. Stural gas prices increased about as much as in the

;r us -- , L,.;, r,, pctr,,eun, prices rose less.

'. , i-r 1,,r cru d, nonfood materials less energy declined 2.7 percent. This index
•;'i,t ,,;r.,,n in each of the 2 preceding months. Prices for iron and

,ru,,, u,;.;~u," has,- s, rap, and hides and skins all fell more than 10 percent.
t'. ;:r pric,.1.' he, subst.ntialLy after rising sharply in April. Crude natural

reer r ; ,..' r ye. I , t.Alr, co,nserutive month. Cotton prices increased but not
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received in primary markets of the United States
by producers of commodities in all stag of processing.
These data were previoudy presented u the Wholesale Price
Index. The name "Producer Price Indexes" is now being
used to reflect more accurately the coverage of the date.
The sample used for calcultlng these Indexes continues to
contain nearly 2,800 conmodslties and about 10,000
quotations selected to represent the movement of prices
of all commodities produced in the manufacturng, agricul-
ture, forestry, fishing, mining, pa and electricity, and
public utilities sectors. The universe includes AD corn-
modities produced or imported for sale In consercial
transactions in primary markets In the United States.

Producer Price Indexes can be organized by stage of
processing or by commodity. The stag of processing
structure organizes products by degree of fabrication
(i.e., fi wished goods, intermediate or aemifinish goods
and crude materials). The commodity structure organizes.
products by similarity of end.use or material composition.

F shled goods are commodities that will not undergo
further processing and are ready for sale torthe ultimate
user, either an individual consumer or A. usines rm.
Capital equipment (formerly called prZduertfinihed-

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

I,'ermtdre nmterkl, suppler, end components are
commodities that have been processed but require further
processing before they become finished goods. Examples
of such semifinished goods include flour, cotton yarns,
steel mill products, belts and belting, lumber, liquefied
petroleum pas, paper boxes. and motor vehicle pats.

Ovd terials for fWther pocesst include products
entering the market for the tirt time which have not been
manufactured or fabricated but will be processed before
becoming finished goods. Scrap materials are also included.
Crude foodstuffs and feedstuffs include items such as
gains and livestock. Examples of crude nonfood materials
include raw cotton, crude petroleum, natur] gas, hides
and skins, and iron and steel scrap.

~~mli MASINALI.RUAFUPMlIES - W"0 CRt ATEMA
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For analysis of neural price trends, stage of procesmIn
Indexes ae more useful than commodity grouping indexes.
Thls is because commodity grouping indexes sometimes
produce ex rated or misleading signals of price chansp
by reflecting the same price movement through various
stages of processing. For example, suppose that a price
rise for steel scrap results in an increase in the price of
steel sheet and then an advance in prices of automo-
biles produced from that steel. The Al Commodities.
Price Index and the Industrial CommodtinePrie index
would reflect the same price movement three times-once
for the steel scrap, once for the steel sheet, and once for
the automobiles. This multiple counting occurs because the
weighting structure for the All Commodities Index uses
the total shipment values for all commodities at all stages
of processing. On the other hand, the Finished Goods
Price Index would reflect the change in automobile prices,
the Intermediate Materials Price Index would reflect the
steel sheet price change, and the Crude Materials Price
Index would reflect the rise in the price of steel scrap.
(See illustration on p. 108).

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

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

In calculating Producer Price Indexes, price changes for
the various commodities are averaged together with weights
representing their importance in the total net selling value
of all commodities as of 1972. The detailed data are
aggrepted to obtain indexes for stage of processing
groupings, commodity groupings, durability of product
groupings, and a number of special composite groupings.
Each index measures price changes from a reference
period which equals 100.0 (usually 1967, as designated by
the Office of Management and Budget). An increase of 85
percent from the reference period in the Finished Goods
Price Index, for example, is shown as 185.0. This change
can also be expressed In dollars, as follows: "The price
of a representative sample of finihe goods sold in
primary markets in the United States has risen from S100
in 1967 to S185."

A Note about Calculating
Index Changes

Movements of price indexes from one month to another
are usually expressed as percent changes rather than changes
in index points because index point changes are affected
by the level of the index in relation to its base period,
while percent changes are not. The following example
lustrates the computation of index point and percent
changes. (See box.)

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

Index Pot Cange

Finished Goods Price Index 155.5
les previous index 184.5
equals Index point change 1.0

index Percetr Chane

Index point change 1.0
divided by the previous ind de 184.5
equals 0.005
re ut multiplied by WO0 0.005 x 100
equals index percent change 0.5

A Note on Seasonally
Adjusted Data

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

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

The unadjusted data are of primary interest to users
who need information which can be related to the actual
dollar values of transactions. Individuals requiring this
information include narketingspcialists, purchasing agents,
budget and cost analysts, -contract specialists, and corn-
modity traders. Unadjusted data generally are used in
escalating contracts such as purchase agreements or real,
estate leases.
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Table 3. Producer price indexes for selected commodity groupings'
1967: 100)

Unadjusted Index

Gouping Jan. 1980 / "May 1 80 ji

All Commodities .................... ............ .254.9 263.7
All Commodities (1957-5g:100)........................... 270.4 279.8

MAJOR COMMODITY GROUPS

Farm products and processed foods and feeds ............ 231.9 233.9
Farm products ......................................... 236.4 233.6
Processed foods and feeds............................. 228.5 233.1

Industrial commodities ................................. 260.6 271.2
Textile products and apparel ......................... 175.2 181.5
Hides, skins, leather, and 'elated products ........... 253.7 240.7
Fuels and related productc and power ....... 508.0 571.9
Chemicals and allied products / ........ 246.0 261.1
Rubber and plastic products .......................... 207.8 215.1
Lumber and wood products ............................. 290.0 271.6
Pulp, paper, and allied products ..................... 237.4 248.9
Metals and metal products ..................... ...... 284.6 281.9
Machinery and equipment .............................. 227.6 237.0
Furniture and household durables ..................... 183.4 184.1
Nonmetallic mineral products ......................... 268.4 282.9
Transportation equipment (Doc..1968:100) .............. 198.7 201.1
Miscellaneous products ............................... 242.9 250.9

Industrial commodities less fuels and related
products and power ................................... 234.7 2391.9

OTHER COMMODITY GROUPINGS

01-9 Other farm products .............................. 301.1 311.0
02-1 Cereal and bakery products ........................ 225.4 233.5
02-2 Meats, poultry, and fish .......................... 239.6 224.8
02-5 Sugar and confectionery ........................ 233.0 327.4
02-6 Beverages and beverage materials ................. 224.0 231.4
02-63 Packaged beveraged materials ..................... 360.8 355.5
02-7 Fats and oils .................................... 225.1 212.1
04-4 Other leather and related products ............... 213.1 217.5
05-3 Gas fuels 1/ ..................................... 677.5 744.8
05-7 Refined petroleum products j/ .................... 583.3 680.6
06-3 Drugs and pharmaceuticals ........................ 166.5 171.8
06-5 Agricultural chemicals and products .............. 241.9 258.3
06-7 Other chemicals and allied products ................ 209.4 225.0
07-1 Rubber and rubber products ....................... . .226.1 235.3
07-11 Crude rubber ...................................... . 252.7 263.0
07-13 Miscellaneous rubber products .................... . . 215.9 227.5
09-1 Pulp, paper, and products, excluding building

paper and board ................................ 239.2 250.3
09-15 Converted paper and paperboard products ........... 227.7 236.1
10-1 Iron and steel .................................. .. . 297.4 304.7
10-13 Steel mill products ............................... 293.6 305.5
i0-2 Nonferrous metals ................................ I 326.3 299.8

10-4 Hardware......................................... . .228.2 238.2
11-3 Metalworking machinery and equipment................258.9 272.6
I1-4 General purpose machinery and equipment .......... . .251.0 262.311-7 Electrical machinery and equipment ............... . .190.6. 199.2
11-9 Miscellaneous machinery and equipment ............ . .220.3 226.9
13-2 Concrete ingredients ............................. . . 265.0 271.1
14-1 Motor vehicles and equipment ..................... . . 200.7 203.1
15-4 Photographic equipment and supplies .............. . .165.9 200.0
15-9 Other miscellaneous products ..................... . . 35t.6 339.1

1/ Indexes for these commodity groupings are not included
In Table 2 because their components are divided among different
stages of processing.

2/ Data for Jan. 1980 have been revised to reflect the
availability of late reports and corrections by
respondents. All data are subject to revision 4
months after original publication.

1/ Prices of some items in this grouping are lagged I month.
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Chart I
Finished Goods Price Index and ts coomponents

1970 - 80
3-month annual rates of change

(Seasonally adjusted)
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Chart 2Intermediate Materials Price Index and Its 'omponent.
1970 - 80

3-month annual rate of change
(Seasonally adjusted)
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Chart 3
Crude Materials Price Index and Its components

1970 - 80
3-month annual rates of change

(Seasonally adjusted)
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Representative LONG. Without dismissing the seriousness of the sit-
uation for any particular group of individuals, tell us, if you would,
which categories are the most vulnerable in the sense of the degree of
difficulty of finding another job or having some form of income sup-
port to fall back on until they do.

Ms. NORWOOD. Well, Mr. Congressman, any group of the population
that is unemployed has difficulty, especially in a period of economic
contraction. This recession so far has been focused to a very large
extent in the durable goods manufacturing industries. That is why the
rates for male workers have gone up to rapidly since January. The
rates for blue-collar workers are also reflecting that difficulty. Obvi-
ously, disadvantaged members of the population, teenagers who always
have difficulty in good times as well as bad, will have greater difficulty
in a period of shrinking jobs.

We also, of course, have had a considerable downturn since Janu-
ary in construction industry employment and that too has hit pri-
marily a predominantly male labor force.

Representative LONG. Commissioner Norwood, how severe is this
recession in comparison to the recession of 1974-751

Ms. NORWOOD. There hag been a great deal of discussion in the press
and elsewhere about that and a great deal of speculation. I think that
it is important to note that no two recessions are ever really exactly
alike. We can learn a good deal from history, but we also have to
remember that history does not repeat itself.

The last recession in particular was somewhat different from some
of the preceding recessions because it took some months from the time
designated by the National Bureau of Economic Research as the peak,
which was November of 1973, for the big downturn to occur.

In the current period we have had, as you well know, a period since
last Januar- 1979 of essentially sideways movement, when we have
had a relative stability in the unemployment rate somewhere within
the 5.7 to 5.9 percent rate. Since4anuary1980, however, there has been
a steep drop, but I think that it is important also to remember that
it is much easier to evaluate the rates of increase in an expansion than
it is to assess the rate of decline in a contraction. That is because, in
general, the rates of increase in expansions have been somewhat more
uniform among business cycles of the past than have been the rates
of decline.

Economic forecasting is a very difficult art. I think one needs only
to look at the record of many of the economists to see that the forecasts
keep changing from one week to the next as new data become avail-
able, and I think that that will continue as we move forward.

Representative LoNG. If we look at the chart here, Commissioner
Norwood, we see what's happened in the last 4 months to the unem-
ployment rate. The incline that is shown there is really one that begins
to worry many of us, and tne rhetoric that has gone on that we shall
not cure inflation by having people unemployed seems to be getting
close to having been nothing but rhetoric. It's of great concern to us.

We are fast approaching, in a relatively short period of time, the
high unemployment levels that we reached in the 1973, 1974, and 1975
period, and that, also, is of concern to us.

Another thing that has concerned me is that the labor base at which
we started has been higher than the base was at that time. Many of
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us tend to think of unemployment in terms of the number of automo-
bile workers that are unemployed or the number of construction work-
ers that are unemployed. If we look at some of the rural areas particu-
larly, if you take the latest figures for some areas of rural Louisiana -
you have the town of Oak (rove in West Carroll Parish, La., where
the unemployment rate is 21.9 percent. In the town of Oakdale in Allen
Parish, La., it's 19 percent. So we are talking figures, in some in-
stances, nearly three times the national average. Tallulah, La., 17.4, a
town of 50,000. My home town of Alexandria, La., we have something
like 10 percent.

The overall way in which the figures are giwing are very, very dis-
turbing to me.

Congressman Mitchell.
Representative MXCHELL. Thank you, Con man Long.
I'm going to talk very carefully and very slowly this morning be-

cause I don't want anyone to misinterpret -what I'm saying.
Shortly after Miami exploded, a number of people in the press con-

tacted me for questions. I tried to answer their questions as honestly
and as effectively as I could. I answered that it was not the sudden
influx of Cuban refugees that was really the cause of that explosion.
It was noc the single act of police brutality against the black man, nor
was it the series of acts of police brutality in the black community.
These were not causal.

Tho root cause of the explosion in Miami was the permanent unem-
ployment that has been permitted to exist in the black community in
Miami.

In my further replies to their questions, I pointed out that in any
major city that permits black unemployment to reach and remain at
absolutely intolerable rates, there is the potential for that kind of
explosion in every such circumstance.

This is not a warning: This is not a threat. It is merely a recitation
of fact

This Government and this Congress, in its fight against inflation, has
pursued fiscal policies which will exacerbate black unemployment.
This Government, through its rponetary policies, is pursuing policies
and practices that will exacerbate black unemployment.
. I think it is utterly insane to permit this to happen. To permit the
potential for explosions to exist in our Nation and after the explosions
go in and pay enormous sums of money to clean up what has hap-
pened is insane. We could have prevented Miami.

Are we going to continue our same fiscal policy and monetary policyI
My prediction, based upon advice from my economists, suggests that
if indeed they are pursued, we are going to reach 9 percent national
unemployment-9 percent-before the end of December. That-is in-
tolerable.

I am also advised that the duration of the recession, if we continue
these same insane policies, will last at least 24 months-24 additional
months,

I do not know when we will reach bottom or when we will start
pulling out. Whenever we do, the black and minority communities will

6ethe last to pull out long after the white communities pull out.
My community was just beginning to upturn from the impact of

the 1974-75 recession. Now, before we have a chance to come out of it,
we're thrown into another one.
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I am not attempting to chastise the witnesses in any way. However,
I have to get this out of my system. When will this Nation learn that
you cannot permit a selectively large segment of America to remain
permanently unemployedI When are we going to stop selectively
pressurin the same group of Americans to the point that they become
desperate saego

Congressman Long and members of the committee, this committee
has the singular and sobering responsibility of demanding a reassess-
ment of our present fiscal and monetary policies. That is our responsi-
bility. If we do not assume that responsibility and we do not make
the changes, I predict that we are in for some very difficult times in
America.

I have told everyone who asked. I do not expect the cities to explode
this summer. I hope they don't. I hope to God the don't. But, if we
continue the present poicies, as this silly balanced budget that isn't
balanced at all, it will be the summer of 1981 that we will have to
watch. When the full impact of the recommended cuts in human
resource programs and the dysfunctioning of the economy-come to-
gether in 1981, that is when we must be careful of explosion.

It is useless. Perhaps it is really useless for me to sit here and make
this statement because this Congress is not going to change the budget.
This Congress is not going to change its policies. However, I've got to
articulate what I see as a grave and terrible danger to this Nation.

Obviously, I do nor have any questions for the witnesses. The ques-
tions are before all of us. We don't have to articulate them. Thank you.

Senator SABANES. Would the Congressman yield?
Representative MrcII~u. Yes, I shall.
Senator SABANES. I simply want to say it's not useless. I have seen

the Congressman articulate similar concerns on other issues in the
past and when it might have appeared useless, in the end it proved
not to be, and his voice in the end prevailed; and I want to commend
him on his statement this morning.

Representative MITCHELL. I thank you. Now, however, we have a
slightly different circumstance. We are on a new economic course. As
a result of selfish international and domestic economic policies; a stub-
born economic attitude; and a Congress obsessed with political ex-
pediency rather than economics; I don't think we have the same cir-
cumstances that we have had in the past.

Representative LoNG. Congressman Brown.
Representative BRowN. Thank you, Congressman Long.
Ms. Norwood and my colleagues, while I agree with my colleague,

Congressman Mitchell, that unemployment falls most cruelly on the
blacks and the teenagers and the women and the unskilled in this
economy, I would have to say that the unemployment rate released
today is shocking for all Americans, not just the black/white issue,
when 7.8 percent of our people are unemployed and when 7.5 percent
of all the skilled workers in this country are now not working and
producing goods in our society.

We had last week the report that the economic statistics of this coun-
try have reached the highest level of discouragement that we have ever
had. We are in a major recession.

We could make sure that we don't force this administration into high
inflation and high unemployment in the years to come-this adminis-
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tration and what I think will be the next, because my guess is that
President Carter will join the unemployed in the fall-tMat we don't
force ourselves into a long-range unemployment/high inflation picture
by following stupid policies now, the same policies that have created
this situation where we saw in good times unemployment rates that
had been unacceptable only a few years ago in the bad times, and that's
our roblem.

We cannot have this continue indefinitely in this way. Steps should
be taken now to cure the problem.

Representative MrrcHu. Would the gentleman yieldI
Representative BRowN. I would be happy to yield.
Representative MiTCHmmEL. It has been a good experience for me to

work with you on this committee. I know of your commitment, your
sincerity and your ability. I must say, however, that this Congress
in which we both serve must share the blame with the administration.

Representative BRowN;. I agree with that.
Representative MrrcHEa, It is good politics to personalize this

issue. I am convinced that the President has made many serious mis-
takes. However, we have three branches of government each sharing
equal power. The Congress, comprised of this House and this Senate,
has pursued policies that have added to the unemployment that we face.

Representative BRowN. I couldn't agree with you more.
Representative MrrcnT.LT. Let me just say that the hearings that you

and I both had less than a year ago-at that time, which was a fairly
good time in employment, we had 30 percent minority unemployment
in this country. Now that's not a good situation and we were both
concerned about it, and the problem is that in that good time we had 6
percent general unemployment in this country and, just as I said, two
recessions back, that 6 percent was considered unacceptable in bad
times when we had a recession going on at that time.

Look at the charts that have been presented to us here today. You
know, President Ford is proud of the fact that he got inflation down to
4.8 percent when we had high employment in the last recession, but
that 4.8 percent was higher than the 4.1 percent that moved President
Nixon to put on wage and price controls.

Now the administration tells us that the good news in the inflation
rate is that we may get it down to 9 or 10 percent. Well, great. I think
that's a tragedy for our society, if this Congress can accept ever-highet
inflation rates and ever-higher unemployment rates. When we get into
the good times -as well as the bad times that lie ahead of us, we must
address the fundamental cause of the failure of the U.S. economy to
keep up with the world.

I must say that in my district I have the new Honda plant. It strikes
me as a rather peculiar anomaly that Honda is building a plant in
my district to employ Americans in the middle of the recession for
the American automobile industry. Honda is the third largest Japa-
nese automobile manufacturer. Our third largest American automobile
manufacturer is Chrysler. Now something is wrong with the direction
this country has been going-not just in this administration but for
some time, and I must say that if the blame should be placed on one of
the branches of Government, perhaps it might be placed on the U.S.
Congress most of all because that Congress has had rather consistent
policies of deficits without regard to who the President was, and infla-
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tionary policies with referee to regulations and to uncontrolled
Government spending.

Congressman, I don't know whether my time is up. I didn't time
myself and I'm not sure whether we're being timed. I did want to ask
a couple questions.

Representative LoNG. If the gentleman will yield to Senator
Sarbanes for a time, then we will come back to you.

Senator SAREA. Thank you, Congressman.
Commissioner Norwood, 2 months ago the unemployment rate was

6.2 percent. Today you report to us the distressing information-and
I appreciate you re only the messenger--of 7.8 percent. That is an
increase in unemployment of over 25 percent in 2 months; is that
correct?

Ms. NORWOOD. Yes; it was an increase of about 25 percent.
Senator SABBANs. When was the last time this Nation's economy

ex rienced such a-sharp jump in unemployment in a 2-month period I
s. NORWOOD. We have never had such a sharp jump in a specific

2-month period, sir.
Senator SARBANES. This is the largest jump in unemployment the

Nation's economy has ever experienced within a 2-month period; is
that correct I

Ms. NORWOOD. Yes, sir. At least since we have been measuring unem-
ployment.

Senator SARBANEZ. I understand it would be hard to make the judg-
ment prior to that time.

In the recession of 1974 to 1975, which as I understand it was the
worst downturn we had experienced since the depression years of the
1930's. what was the largest 2-month jump in employment ?

Ms. NORWOOD. 1.4 percent.
Senator SAPBANs. Over a 2-month period ?
Ms. NORWOOD. Yes, sir.
Senator SABAXEs. And that in percentage terms was what ? Because

I think we started from a lower unemployment rate, did we not?
Ms. NORWOOD. We will provide that to you. The unemployment rate

went from 6.6 to 8.0. So a 1.4-percentage point increase on a base of
6.6 gives a slightly smaller percentage, because we started from a
smaller figure.

Senator SAMBANES. Now in 1974-75---was it August of 1974 when
the unemployment rate first started going up noticeably? That re-
cession ran really/from-August 1974 to May of 1975; is that correctV

Ms. NoilwooD.Thyis a good point; yes, sir.
Senator SARRANU.nat was the rate in August of 1974?
Ms. NoRwoo. 5.4 percent.
Senator SARBANm. And in May of 1975?
Ms. NoRwooo. 9.0.
Senator SARAUNS. And that was the highest it reached?
Ms. NORWOOD. Yes, sir.
Senator SAPuxEm Now, there's a story in the morning paper that,

on a weekly survey, unemployment claims filed over this past week
are at a peak level, is that correct?

Ms. NRWOOD. Yes, it is.
Senator SARBANES. Now. would the lntest report be encompassed

within the survey conducted for arriving at this unemployment figure,
or were those unemployment claims subsequent thereto ?
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Ms. NoRwooD. The initial claims for unemployment insurance were
at a peak during the same week as the survey that we are reporting
today. There has been another week added, with only a slightly
smaller number of initial claims.

Senator SAmBAs. Now how much of a predictor is that I In other
words, on the basis of that, are we to infer that when you come back
to report in a month's time, we're going to be confronted with another
0.6 or 0.8 or a percentage point jump in the unemployment rate?

Ms. NORWOOD. Senator Sarbanes, there is a correlation between the
initial claims and the overall unemployment rate as reported. It is
too soon, however, I think, to make any estimate based upon the initial
claims data because there are several weeks still between the survey
week for next month and the claims that are now reported. These
claims really relate to the data we are putting out today.

We had, this month, a rather large increase in the labor force and
that increase in the labor force was disproportionately people under
the age of 25. We don't know, of course, what will happen next month
for younger workers.

Normally, in the month of June, we expect a large increase into the
labor force of people coming out of schools. Some of that may have
occurred this month.

Senator SARIMNAES. Well, going back a month ago, did the unemploy-
ment insurance claims increase at that point?

Ms. NORWOOD. Yes, sir; they did.
Senator SARBA ES. In other words, the prospect is very bleak. We

have these figures, the largest 2-month jump in our history, a jump of
25 percent. We went from 6.2 to 7 percent and we have now gone to
7.8 percent, and on top of that, while you still have a few weeks to go
before the next survey, the figures we have for the period subsequent
to the survey show unemployment insurance claims at a level, which
if they have any indicative value, suggest that the unemployment rate
will continue to go up in the next reporting period; isn't that correct?

Ms. NORWOOD. I think one of the things that we must be a little bit
careful about, sir, is the fact that the civilian labor force increased
between April and May by more than 700,000 people. The change from
January to May was really only slightly higher. That is one of the
reasons that the increase in unemployment is larger than the decline
in employment, a large part of this ]ump was the jump in the labor
force. That's clearly related to the economic contraction that is going
on and I'm not suggesting anything different, but I think that is a
factor which may or may not occur next month.

Senator SAPMANEs. One of the trends that is very marked in this
unemployment report you're submitting this morning is that full-time
workers are beinglaid off; is that correct?

Ms. NoRwooD. Yes, sir.
Senator SARBANES. In other words, this-really shows that a lot of

full-time workers in durable goods and the construction industry in
particular have lost their jobs. At the same time, that may lead to an
increase in people entering the labor market, since the spouse who
previously may not have had to work or had refrained from being
in the labor market is suddenly compelled to enter the labor market.
So what you have is now two people seeking a job: The person who
had a job and lost it, and the spouse who now has to seek a job because
the family breadwinner is out of work. Isn't that correct V
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M. NORWOOD. We certainly have a large number of dual earner
families. In fact, we already have a majority of families in this country
with more than one earner in the labor force. How much more that
will increase is something that we don't know.

Senator SAiwANES. Well, I want to give a very human example, I
had a young woman on my staff who left in order to raise a family. Her
husband was a steelworker at the Bethlehem Steel plant in Baltimore.
Her husband lost his job. She has come back to us to seek employment
again.

Now, fortunately, we are in a position to be able to give it to her.
She's an enormously able person, but she was prompted to reenter the
labor market by the loss of her husband's job.

So you have a dual effect reflected in these unemployment figures.
That is, full-time workers are losing their jobs, and therefore their
spouses being compelled in effect to enter or reenter the labor market
because a wife has got to go back to work and substitute for her
husband as the breadwinner. I think that, in part, this increase in
people entering the labor force may well be attributable to that factor.

Ms. NORwOOD. Well, certainly, that is an important development.
I think that at least equally important is the fact that the unemploy-
ment or the drop in employment has been focused in only some indus-
tries, as you indicated, and is spreading out now from construction
to lumber, from automobiles to steel and glass and rubber. It has not
yet permeated the services sector. Many of the women in this coun-
try-a disproportionately- large number of women are employed in
the services sector. That's one of the reasons that the male permanent
or full-time male worker rate has gone up so much.

Certainly, we should expect to see some more of that. I think it's
interesting to note that in 1973 around the time of the last recession,
onl 44 percent of the families in the United States-the husband and
wife families--were dual earner families, and now we have over
half. So there has been a big increase even before the increase in
the unemployment rate.

Senator SA mawes. Congressman, you have been very good to me
on the time. I just want to follow up that answer with one more
question.

Thinking back over your past experience, let me ask you whether,
in looking at the unemployment figures, and keeping in mind the se-
vere unemployment problem we are experiencing in major industries,
such as autos and construction--does the problem eventually work
through the economy and permeate other industries where the figures
may not yet reflect the seriousness of the unemployment in those par-
ticular sectorsI In other words, are we to expect that given a very
bad unemployment situation in certain central economic sectors-
not at the fringes of the economic Pctivity, although I very frankly
don't regard unemployment wherever it is as being at the fringes-
there will be a ripple effect fron'these figures that would lead one
to conclude that this rate is going to continue to climb and climb ?

Ms. NoRwooD. I think there are some points that can be made.
First of all, interest rates are heading downward. That could mean

some stimulation in investment. Inventories are not yet out of line as
they have been in previous recessions and that I think augurs well for
the future.
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In addition, it is clear that other countries, though they seem to be
moving toward recession-are not yet in the same position that
we are, and we may well move through our recession before they get
down further.

So there are some indications I think that overall the situation is
somewhat different from 1974 when we had such steep increases in
unemployment, but, of course, only time will tell that.

Senator SAItuANS. Well, I see my time has expired. Thank you,-
Congressman Long.

Representative LoNo. Congressman Rousselot.
Representative Rousmam. I'll yield to my colleagues. I aplogize

that I was not able to hear the whole statement and I'm still going
through it.

Representative LoNo. Congressman Mitchell had a question he
would like to ask.

Representative RoussmIar. Go ahead.
Representative MrrouHza. I have one question. I thank the gentle-

man.
Assuming that that 7.8 percent does not go up and assuming that

it stays pretty much at that level for a year, what does it cost the
American public to sustain that rate of unemployment I What is the
cost in dollars and cents?

Ms. NoRwooD. I don't know in terms of dollars and cents. It cer-
tainly costs the American people a lot for unemployment.

Representative MrroHuL. Let me pursue this just a bit further.
Do you accept the generally stated figures that 1 percent of unem-
ployment per year may cost the American taxpayer as much as $17

billion I Most economists state a range of $14 billion to $19 billion.
Senator SARBANES. Would the Congressman yield on that point ?
Representative MrrcHELL. Yes.
Senator SARBANES. I think those are the figures for what it costs the

Federal Treasury in terms of lost revenues and increased outlays, but
they do not reflect what the society loses through lost production,
which is something we tend to neglect. That 1 percent is a million
people, roughly.

M. oRwooD. Yes, sir.
Senator SABBANuS. So that figure-the $20 billion-is what the mil-

lion people would have paid in taxes and what we would have saved
in payments to them, but it doesn't reflect the output that those million
people could have produced to help make America stronger. That is
lost, which is the utterly insane aspect of permitting this unemploy-
ment to exist.

Representative MrrcHzm.. The gentleman is absolutely correct. To
be more accurate you would have to calculate across the board. But
if we take the minimum figure of $14 billion a year, for every 1 per-
cent of unemployment, and multiply thatby 7.8 percent, we are going
to pay out staggering sums of money to keep people unemployed,
which places us in an Alice in Wonderland" kind of world.

No further questions, Congressman.
Representative LoNe. Congressman Rousselot, do you have any ques-

tionsV

Representative Rousszwr. Yes, Congressman Long.
Representative Loo. Procee4
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Representative RoussmwT. Ms. Norwood, we keep hearing this fol-
lowing calculation-as a follow-on to what my colleague from Mary-
land mentioned-that 1-percent unemployment means about $5 billion
in added Federal spending and about $20 billion loss of revenue. Do
you accept that general thesis? I realize it's not very precise.

Ms. NORWOOD. I just can't comment on that, sir. I'm not familiar
with those numbers.

Representative RousSiLwi'. You don't look at them allI
Ms. NORWOOD. I'm not familiar with those numbers. I think that's

a very, very difficult area, as I think Senator Sarbanes indicated. Cer-
tainly one can look at the cost in unemployment insurance and one can
look at the cost in added food stamps and so on; those are costs to the
Government. It's really very difficult to get a dollar figure for the total
cost of unemployment.

Representative RouSsLOr. Well, then, maybe we shouldn't base our
estimates on that formula because in our budget calculations we al-
ways get into these great projections and how we should do it.

Ms.XoawooD. Yes, sir.
Representative Rouss~wT. Should we disband that?
Ms. NORWOOD. I'm not suggesting that. I'm merely suggesting-
Representative Roussmor. That you don't know?
Ms. NORWOOD. That the Bureau of Labor Statistics is not involved

in those calculations and I really can't comment on them.
Representative Rousszwr. You can't make a suggestion on them.

OK. Well, I'll pass it up. So much for the balanced budget, because
you realize that an our budget projections we are going to be . here
from I to 2 percent above the unemployment rates assumed by the
Budgt Committee in their budget resolution. So I guess we only have
a balanced budget now on a hope and a prayer on the basis of the most
recent actual fires. So I don t know how we can proceed any longer
on the idea that we are going to have a balanced budget on the basis of
the recent calculations relating to unemployment another figures you
have given us.

Well, thank you, Commissioner.
Representative LoNo. Congressman Brown.
Representative BROwN. ThAnk you, Coe an,
M Norwood, I want to go back and dress specifics of the areas

where unemployment now focuses. My colleague and I, Con
Mitchell, have discussed minority unemployment earlier and it's clear
that minorities are benefited most dur a recovery period--that is,
more of them by percentage are employed-and are also hurt more by
the downslide period because there's sort of a first into the job, first
out of the job inventory of minority groups in this country; but I'm
also concerned about the fact that the unemployment rate for full-time
workers has hit 7.5 percent and as I look at the breakdown of your
statistics, I see that blueZcohar workers have jumped from February
to Ma from 7.7 to 11.3 Percent unemployment.

MSoawooo. That's right.
Representative BRowN. That's a 8.6 percent on 7.7. That's not quite a

50-percent increase in their unemployment, but a rather sharp in-
crease.

Then, when we get into craft and kindred workers, it's gone up
from 4.8 to 8.1 percent. I take that as 3.4, which is well over a 50-per-
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cent--something like 60- or 70-percent increase. And then operatives
except for transport, which I assume are skilled operatives--tool and
dye kind of operatives--have gone from 9.2 to 14 percent-4.8 percent.
That would infer that the heavy industries of this country are those
which are experiencig the sharpest unemployment.

Do we have any history that establishes whether the trades or the
job skills that supply these industries precede them in unemployment
increases or do they follow them ? In other words, can we expect, be-
cause the major industries are now expriencing sharp unemployment,
that some of the minor industries or infrastructure support industries
will now have follow-on high unemployment ?

Ms. NORWOOD. Well we are already experiencing some of that, as I
indicated before. We have had a big drop in automobile manufactur-
ing employment. We are now-

Representative BROWN. Where does the unemployment hit first
though? Does it hit in the manufacturing of the automobile? Does it
,ht in the parts supply field? Does it hit an the automobile dealership
salesmen or does it follow in those areas after the automobile manu-
facturing has collapsed ?

Ms. NoRwooD. Clearly, in this period, it is following because we had
great difficulty in automobiles long before we moved into the current
problems and the current recession. Generally, recessions hit in durable
goods manufacturing industries and then spread out into the others.

Representative BROWN. So what we're seeing is it hitting in the dur-
able goods industry now ?

Ms. NORWOOD. Yes.
Representative BRowN;. And we can anticipate that it will spread out

through the rest of the economy
Ms. NORWOOD. It has already spread, as I indicated. For example,

construction workers became unemployed and now we are having some
increases in unemployment in the lumber and wood products indus-
tries. Employment declines have not been as great yet in the nondur-
able goods manufacturing industries, although there is beginning to
be some. Further declines may or may not occur. That is related to a
lot of other kinds of developments.

Representative BROWN. Now it's been widely stated that this reces-
sion might be--or -widely speculated, I should say, that this recession
might le a short, sharp recession because inventory levels have not
been extremely high as we go into the recession, but the demand for*
items-the inventory items drop sharply as people are unemployed.
Does that suggest that the inventory cushion will bring us out of the
recession more quickly or is there a picture of that yet ?

Ms. NoRwooD. I think that all that the inventory situation tells us is
that we do not have a serious problem at this point, although the latest
figures which were released went up slightly. We do not have large
amounts of inventory at this point. Obviously, if sales decline, there
will be some increase in the amount of inventories until production is
cut. That is, the relationship at this point is still fairly good. The
reason that everybody is talking about inventories is because they are
different from the period in 1974 when we had such a steep drop and
when inventories were so far out of balance.

Representative BROWN. You mean they were low?
Ms. NoRwooD. They were high.
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Representative BROWN. They were high. Now were they high as we
went into the steep drop or were they high during the drop or were
they high at the end of the drop? Because it seems to me it makes a
difference.

Ms. NoRwooD. They were -high as we moved into the recession and
they were-

Representative BRowN. But as the demand falls, then, the inven-
tories may be high as we proceed in this recession also; isn't that
correct? -

Ms. NoRwooD. Unless production is cut.
Representative BROWN. I have a lot of automobile dealers in my dis-

trict who might think that their inventories were a little too high right
now because the automobiles are not moving, and that's the reason that
the production was cut and they are concerned about those inventories.
They are concerned really about the fact that they haven't moved them
I guess. -

Ms. NORWOOD. Of course, the high interest rates have had some
effect in curtailing the stock of automobiles or other kinds of
production.

Representative BROWN. Yes, indeed. Now can we go to another
point, and that is the question of inflation and the prospects for
inflation?

Let's take a look at those automobiles or any other product that
might be at this point a drag on the market. It seems to me there's
a good deal of cost built into that item as it sits on the floor that
probably makes it impossible for the price to the consumer to be cut
very radically on those vehicles or those items for sale.

My question is: Can we anticipate really the inflation rate drop-
ping rapidly ? In other words, are we going to be back to the $3,000
automobile within the next couple months? It seems unlikely to me
that that's about to occur. So we will still have rather high-priced
items for sale with fewer people being able to buy.

Ms. NORWOOD. Well, I think the automobile situation is one with
a number of special issues. The decline in the automobile industry
really began in part at least because of the problem of large cars
versus small cars and the high cost of energy and the fact-

Representative BROWN. Let's not focus on the automobile. Let's
talk about clothing.

Ms. NORWOOD. The prices of clothing have not been going up at
the rates that the prices of automobiles have been going up.

Representative BRowN. But can I expect the local haberdashery
to offer me a suit for less than $100 or $75 very quickly?

Ms. NoRwooD. Well, I certainly cannot predict what will happen.
I expect that, because of already announced reductions for automo-
.biles and mortgage interest rates, that the Coisumer Price Index for
May will also show some considerable deceleration. Now how long
that will continue or whether it will go down as much as many people
would like, I don't know.

Representative BRowR. Let me ask a couple other questions. I don't
want to monopolize the time, but I do have some that relate to the
particular, peculiar nature of this recession. Costs in taxes and non-
tax costs induced by Government such as regulations-are they higher
as we go into this recession than they were as we went into the last
recession ?
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Ms. NORWOOD. Yes.
Representative BRowN. They are. Well, now the impact of that,

then, on what happens when we come out of the recession and on
businesses' ability to return to a productive operation or on its
profits-could you give me some picture as to what we might antici-

-p ate in terms of future profit reports of business or future cost
factors in terms of business getting back into operation quicklyI

Ms. NORWOOD. No, I really cannot. I think that depends to a very
large extent on what happens to capital investment and what hap-
pens to productivity and productivity typically-

Representative BROWN. When you say capital investment, you're
talking about the replacement of equipment and the expansion of
plants and so forth?

Ms. NORWOOD. And new equipment.
Representative BROWN. And when you're talking about produc-

tivity, you're talking about new equipment that might do the job
quicker and cheaper than the existing equipment in the plant

Ms. NORWOOD. Yes. Typically, productivity falls at this stage of a
recession and then improves. I think that the issue of Government
regulation depends upon its cost and its effect on the efficiency of work-
ers and the efficiency of production because it's not always a negative
factor. It depends on the situation.

Representative BRowN. Now the productivity improvement inter-
ests me because of some other statistics that you presented this morn-
ing, and that is that it seems to me that the workweek is shortening
for people. In other words, we are getting less overtime. As a matter
of fact, in some instances, the worker is not getting his full 40 hours.
He may be let go earlier on the weekend or some such thing. But you
said something about productivity would increase as the recession
progresses.

I gather that that's-or maybe I should ask the question this way-
isn't it historically true that unemployment continues to increase after
we get into the trough and head into recovery from business generally ?

Ms. NORWOOD. Well, the point that I was making was that, as you
know, productivity is very much affected by the size of the factory
work force. As employees are dropped from the factory work rolls,
the issue then is whether output will decline less than employment.
Generally speaking, we have had, as you certainly have indicated, a
rather dismal productivity picture. Productivity _has been declining,
but as employees are let go and removed from the work rolls, that
could begin to have a downward effect on unit labor costs.

Representative BROWN. Let's go back to the automobile showroom
and talk about human nature for just a minute. In the automobile
showroom as the customers don't come in, there's a certain natural
optimism that carries beyond that point where the automobile dealer
tends not to let his salesmen go. He continues to advertise in the hope
that he can attract people into that showroom. As he suddenly realizes
that none of that works and that they are not going to come in, then
he's obliged to cut out his advertising-not cut it out but reduce it, to
reduce the number of salesmen in his showroom and addresses the
problem of reducing his cost and not just continue to try to increase
his sales; is that correct?

Ms. NORWOOD. That is so.
Representative BROWN. And as the recovery begins then, he doesn't
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rushto hire the additional salesmen because the natural pessimism of
the recession carries through and there's a tendency for him to say,
well, one or two salesmen can handle it for a while; and not until he
begins to see a customer standing there waiting for 15 or 20 minutes
before a salesman grabs him does he hire those new people.

Now that results in the unemployment recovery lagging behind the
actual recovery in terms of business activity. Is that not cokTect I

Ms. NORWOOD. Well, that has certainly been a pattern in previous
recessions. In the last recession, productivity turned around before-

Representative BRowN. Before the recession was over and before the
employment began to pick up, because you just simply gave the guys 45
hours before you hir the additional worker on. Hence, back to Rep-
resentative Mitchell's point about the underskilled and the unskilled
being the last ones to be brought into a job situation.

The President, about 4 years ago, when we had the last recession of
significance-Carter was not in office then and I think Arthur Okun
came up with something called the Misery Index, which measured both
inflation and recession at the same-time. The President discussed this
on several different occasions and I'm wondering if anybody keeps
that unofficial "Misery Index" down at the Bureau of Labor Statistics
now.

M& NORWOOD. The Bureau of iabor Statistics measures what hap-
pens in the economy and reports on it.

Representative BROWN. But not the "Misery Index." I guess we'll
have to look and see what that specific is. As I understand it, that was
the inflation rate and the unemployment rate combined in some kind of
a quantum to see whether we were getting better or worse. I hope we
will be getting better soon.

Thank you, Ms. Norwood. I want you to know, too, and your col-
leagues, that in no way do we hold you responsible for the problem
You 'have been on the job through some of the--at least in-terms of
employment, although I must say that when you came in you did let
inflation get out of hand there for a while. I hope you can get both of
them back in hand shortly, at least in your reporting to us. Thank you.

Ms. NORWOOD. Thank you.
Representative LoNG. Congressman Rousselot.
Representative Roussuaor. Ms. Norwood, to follow up on my other

colleagues here, then you expect, on the basis of your previous experi-
ence, that unemployment will continue to rise?

Ms. NORWOOD. As you know, I prefer not to speculate about the
future

Representative RoussrLOr. I understand that, but on the basis of
your past experience, what do you think?

Ms. NORWOOD. I think it depends on a variety of factors. In particu-
lar, we need to look at what's going to happen to the labor force next
month. If we have had an unusual influx of young people who would
normally have been coming into the labor force next month and in-
stead have come in somewhat earlier, because of the recession. I think
that that would ease the situation a little bit next month. It depends,
too, on what happens in terms of sales, in terms of production, and in
terms of businessmen's decisions.

Representative RoussEw'r. Then can we expect unemployment to go
down ? Is that what you're saying ?

Ms. NORWOOD. I'm saying that one needs to examine the changes that
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may occur in the labor force as well as the drops in employment that
may occur. I understand that you're having as your next witness a
representative of one of the important forecasting groups, and I try to
leave the forecasting to them.

Representative RoussEwr. I appreciate that, but also you have been
a judge of these statistics for a long time and you have watched it and
followed it. Can we expect a reduction in unemployment next month ?

Ms. NORWOOD. I don't really know. I think it is extremely unusual to
have two such very large increases in a 2-month period. It is also un-
usual to have such a large increase in the labor force in a single month.
So one needs to look at these data over a longer period of time.

Representative RousspLOr. Do you think that the productivity de-
cline of the last year ahead of the recession primed businessmen to
start layoffs faster this time than in previous recessions?

Ms. NORWOOD. No, I don't think that has been happening.
Representative RoussrwT. No relationship e
Ms. NoRwooD. We have had considerable slowdown during 1979 in

the growth of employment, but we have not had declines in payroll
employment which one would expect under those circumstances.

Representative RoussxwT. Thank you, Congressman Long.
Representative LONG. Congressman Brown.
Representative BRowN. Congressman Long, I thank you for coming

back to me again. I did want to focus on specific details other than un-
employment in two areas. Again, Congressman Mitchell and I have
discussed minority unemployment, but with reference to specific in-
dustries, you talked about construction, automobiles, and durable goods
industries. Can you tell me which other industries currently have un-
employment rates of over 10 or 15 percent as a benchmark figure? In
other words, which are the other industries most severely affected in
the current recession?

Ms. NORWOOD. There is a very high unemployment rate in the auto-
mobile industry.

Representative BROWN. I have heard the figure that that could go as
high as 60 percent. The current figure is what?

Ms. NoRWOOD. 29 percent.
Representative BRoww. And is there an indication-
Ms. NORWOOD. And a year ago it was 4.5 percent. I think that is an

indication of the tremendous decline in the automobile sector. If you
look at domestic automobiles the decline in sales is very much related
to the decline that has occurred in employment.

Representative BROWN. Do you have the construction industry sepa-
rately broken down?

Ms. NORWOOD. Yes. That's 17.5 percent. In January it was 10.8 per-
cent

Representative BROWN. Do you have something separate for
housing?

Ms. NoRwooD. No, we do not. We just have overall construction
figures.

Representative BROWN. What other industries? Appliances?
Ms. NorwooD. No, we do not generally have data for the industries

that are so narrowly defined.
Representative BROWN. Steel?
Ms. NORWOOD. We have primary metal. We can provide some further

breakdown for the record. I don't have them here.
[The following information was subsequently supplied for the

record:]
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UNEMPLOYMENT RATES FOR SELECTED DETAILED MANUFACTURING INDUSTRIES, MAY 1979 AND MARCH-MAY
1980, SEASONALLY ADJUSTED

May 1979 March 1980 April 1980 May 1980

Durable oos:
Lumber and wood products--------------------- 9.0 11.9 15.7 15.2
Furniture and fixture..----------------------- 7.1 8.5 8.8 9.6
StoneLday, and lass products .........------ 6.0 6.3 9,1 11.6
Primary metals Industries ---------------------- 3. 9 7.5 8. 2 8. 0
Fabricated motal products ---------------------- 5.2 5.5 9.6 14.6
Machinery, except electrical --------------------- 2.7 2.8 4.8 4. 0
Electric equlpmenL ..------------ --------- 4.4 5.2 4.9 7.9
Transportation equlpmenL ---------------------- 3.7 10.7 14.0 17.9

Auto manufacturing.....--------------------- 4.5 16.0 21.5 29.0
Other transportation ----------------------- 3. 9 4.7 5.1 6. 3Nondurable goods:

Food andkindred products --------------------- 8. 9 8. 5 8.5 9.8
Textile mill products. .----------------------- - 7.7 7.1 7.6 9.5
Apparel and other textiles ----------------------- 10.6 8.5 10.0 12.3
Printing and publishing ------------------------- 5.5 6. 5.8 6. 1
Chemicals and allied products .------------------- 3. 4.5 4.5 3. 3
Petroleum and coal products..-------------------- 1.3 1.9 5.2 2.8
Rubber and plastics products -------------------- 5.2 7.6 7.5 10.7

Representative BROWN. Before I leave that, are there any industries
that you see currently immune from this situation? I understand
that the entertainment industries or recreation industries-maybe I
should call it amusement parks and that sort of thing-are still doing
a pretty good business.

Ms. NORWOOD. The service sector in general, which is very large
now-much larger than it was in the last recession-has not been hit
as hard as durable manufacturing or even nondurable manufacturing.
For example,.some of the food industries, and textile.mill industries
are experiencing unemployment rate increases, but they do not now
have extremely high unemployment rates.

RepresentativeBRowN. When you say at least now, you stimulate the
thought that historically they decline later than the other industries
and the service industries also decline later; is that correct?

Ms. NoRwooD. They may, but that also depends on what happens
to retail sales, to credit, to interest rates, to people's attitudes about
purchasing and about the future.

Representative BROWN. Could you speak to the geogoTaphy of this
particular unemployment report? I understand that Michigan has
the highest unemployment rate, which is consistent with the auto-
mobile industry--14.4 percent-and I understand that my own State
of Ohio is at 9.4.

Ms. NORWOoD. Michigan has the highest unemployment rate that
has been reported ever, but that's largely because of the effect on the
automobile industry.

Representative BROWN. The highest unemployment rate ever re-
corded in MichiganI

Ms. NORWOOD. Yes.
Representative BRowN. At 14.4 percent?
Ms. NORWOOD. I think that's correct.
Representative BROWN. Is that the highest for any individual State

historically I
Ms. NORWOOD. I don't know that. I could check it. Alaska is typically

higher, but we can look at that and check it for you.
Representative BROWN. Do you have the States following Michi-

gan in order or can we presume that they are the traditional indus-
trial States of the Union ?

66-785 0 - 80 - 13
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Ms. NORWOOD. I have discussed with you I believe on other occas-
sions the problems of the local area unemployment data. We have
from the Curent Population Survey each month now in our release
only the unemployment rates for the 10 largest States. So that's all
I can talk to today. We" do have unemployment rates not for May but
for March for some of the other States and we could provid; you
with a list in order if you like.

Representative BROWN. And finally, agricultural employment. Is
that up or down

Ms. NORWOOD. This month agriculture was up slightly. That is, em-
ployment increased slightly in agriculture.

Representative BROWN. Seasonally adjusted I
M. NORWOOD. Yes, of course.
Representative BROWN. So that still, if the State is balanced in its

economic potential in various industries from durable goods and non-
durable goods and from agriculture to lumber, it has a better chance
of surviving a recession or at least without the depths to which Michi-
gan has been drawn ?

Ms. NORWOOD. Yes. There is a measurement or a definitional prob-
lem really, because as you know in rural areas there's a great deal of
underemployment which does not get counted. I do have some figures
here showing that if you divide the country into the four broad
regions, that over the year from May of 1179 to May of 1980, the
north-central region jobless rate just about doubled. It went from
4.8 percent unemployment to 8.3, whereas the South went only from
4.9 to 6. So the jump was much greater in the north-central region
where many of these durable manufacturing firms are located.

Representative BROWN. The other is the Northeast.
Ms. NORWOOD. The Northeast went from 5.9 percent to 7.1 and the

West went from 5.5 to 6.8.
Representative BROWN. And again my final question, do you have

any index or has the Bureau of Labor Statistics or is there in any other
services-Commerce or someplace else--an index that would indicate
the impact of the recession-the impact of unemployment on individ-
uals in this recession as opposed to a previous recession based on the
inbuilt support mechanisms in the society? I have in mind unem-
ployment compensation, union support programs, food stamp s-the

inds of social support agencies that are built in at the Federal, State,
or local level.

Ms. NORWOOD. I'm not aware of any specific statistical series. There
are, of course, a number of studies that have been carried out both in
the Government and in academia. We in the Bureau of Labor Statis-
tics, in part as the result of the recommendations of the National
Commission on Employment and Unemployment Statistics, are be-
ginning to pull together a great deal of data on income and other
information on benefits to try to look at the whole question of labor-
market-related hardships.

Representative BROWN. May I suggest quite seriously, if there is to
be a "Misery Index," that is an index of impact in a recessionary
situation where unemployment has increased, where inflation is still
high, that we also ought to look at some of these things to see really
where we come out in balance in our society generally because I think
that's the concern Congressman Mitchell has and certainly it's mine,
and I think all the Members of Congress feel that responsibility.
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Thank you very much, Ms. Norwood.
Representative LoNG. Ms. Norwood, on the basis of the figures that

you have seen, how would you characterize this recession I Would you
characterize it as a ;evere recession?

Ms. NoRwooD. I think any unemployment and any increase in unem-
ployment is a serious problem. I think that the reduction in the rates
of p rice increase are extremely encouraging. The question needs to be
looked at over a much longer period of time before we can make any
real judgment about the severity.

Representative LoNG. You would say basically the same with respect
to the length of the recession?

Ms. NoRwooD. Yes, sir.
Representative LONG. Of course, that has a great deal to do with

the severity of i, because the longer it lasts-
Ms. NORWOOD. Yes. Just this week, on Wednesday, the National

Bureau of Economic Research announced the peak or the turning point
for this recession as January 1980. Since January 1980, if you look
at the indicators, there has been a relatively steep drop in many of
them. On the other hand, if you compare recent developments in the
indicators to what happened from November 1973 onward, you really
see \that some of the pattern of last year, and what has been character-
ized as a sort of sideways movement, is quite similar to what happened
in the earlier period of the last recession.

So it depends in large part on the time period that you pick. Cer-
tainly, since January, there has been a fairly steep decline and I believe
that Mr. Feldstein in indicating the National Bureau's decision
suggested that.

Representative LONG. In closing, one additional factor, along the
lines of what Congressmen Mitchell and Brown were speaking of the
human cost of unemployment. There's an interesting story in the
Washington Post about the construction worker being laid off and
what was happening to him. As an example, the cost in terms of mental
stress, and how it was on the rise as a result of this, and quoting a psy-
chiatrist from somewhere--I think he was from Johns Hopkins-as
saving that the economy is the most profound stress in our society
today. Harvey Brenner of Johns Hopkins University, a sociologist
and an expert in the field of money problems and mental illness, went
on to say: "Can inflation drive you crazy?" He says when you add it to
the existing pressures, the answer is yes.

We do appreciate you coming, Commissioner. We well recognize,
as both Congressman Brown and Senator Sarbanes said, that you are
the conduit of the information and the messenger for bringing the
news, as we know you understand from your years of experience; and
to the gentlemen ivith you, we thank you for your contribution.

Ms. NoRwooD. Thank you, sir. We try to do our best to tell you what
is happening.

Representative LoNe. You do a fine job and we appreciate that.
Our next witness is Lawrence Chimerine, chief economist at Chase

Econometrics.
Mr. Chimerine. would you proceed in your own manner. We are

pleased to have you.
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STATEMENT OF LAWRENCE CHIMERINE, CHIEF ECONOMIST,
CHASE ECONOMETRICS, BALA CYNWYD, PA.

Mr. CmMEmN-E. Thank you, Congressman. I have submitted a
rather lengthy prepared statement which I will try to very briefly sum-
marize this morning and I think I should focus in my summary on
what seem to me to be the three critical issues right now.

No. 1, how severe and how long will this recession be? No. 2, what
is likely to happen to the economy after the recession ends? No. 3,
what is appropriate policy in this kind of environment, given the sce-
nario that we currently have?

Representative LoNG. Without objection, your prepared statement
will be printed in the hearing record.

Mr. CHIMERINE. Thank you, Conressman. I appreciate that.
Let me begin by focusing on the duration and magnitude of the re-

cession. Obviously. this is a very serious, sizable, significant and, if you
would like to use the word "severe" we can use that terminology as
well, recession.

By the time it ends later this year, I think this will be the second
worse recession we have had since World War II. It won't quite reach
the magnitude, in my view, of the recession of 1974-75 for some of the
reasons I will outline in a moment, but outside of that recession, this
one will be the worst, in fact, of any recession we have had since the
thirties.

By the time it ends later this year I expect a total decline in gross
national product of between .3.5 and 4 percent. That compares with
about 5.7 percent in 1974-75. 1 expect to see unemployment exceed 8.5
percent. It could gQ to 9 percent, and slightly above that is certainly
a possibility. Again, even though some industries are suffering more
than they did 4 or 5 years ago. overall, this, by most indicators, would
be a somewhat less severe recession than 1974L75, but, again, very sig-
nificant.

I think ther6 are some who are now becoming overly gloomy by
extrapolating the last 2- or 3-months decline for a year or longer and
are talking about 15-percent unemployment. It is generally very dan-
gerous to use 1 or 2 moths' worth of data as the basis for a projection
for several years. For example, when everybody seemed to be taking
the recession out of their forecast in January and February primarily
because the economy was holding up well at that time, despite the
fact, in my view, that the underlying fundamentals were actually
weakening and weakening very rapidly.

Well, unfortunately, this lesson, in my view, has not been learned
and now many are taking the last couple months' downturn, which
has been very sharp, and projecting it to continue for a relatively long
period, when, in my judgment, what we are getting is a very sharp
but nonetheless a very short, compact recession. I will offer five or six
reasons why the downturn is happening very quickly and is occurring
in a very short period of time.

First, we rarely have recessions that involve a decline at a slow,
even pace for a long period of time. Every recession generally has a
short period within that time frame during which the bulk 'of the
decline occurs. Sometimes it is early in the recession. Sometimes it is in
the middle portion of it and frequently it occurs in the latter stages.
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And, in fact, there is absolutely no correlation between the speed of
the decline in the early months and the total magnitude of decline
during the entire recession period.

For example, as you might recall, the 1974-75 recession started out
very slowly. It wasn't until the last 4 or 5 months that most of the
decline actually occurred. I think in this particular case we are
getting a reversal of that process and I think in order to describe why,
it is necessary to review the major causes of this recession.

I think there are two such causes. First, there has been a sharp de-
terioration in the financial position of most households or individuals
in the United States, particularly during early 1980 but also in great
part during the .coursaof_1979. The biggest part of that deteriorating
financial position has been the sharp squeeze on household purchasing
power that almost every family in this country has experienced during
this time.

Very few families received income increases that kept pace with the
inflation during this period, and that has been compounded by an
increase in effective tax rates. Therefore, purchasing power on an
after-tax basis has dropped very sharply during this period.

There are some charts. by the way, in my prepared statement which
indicate the magnitude of this decline.

Add to that the fact that the savings rate is now at a record low.
The household debt burden, causing very large debt repayments, is
at a record high.

Add to that the worsening of job prospects.
In recent years a lot of families were supplementing income by send-

ing out another member of their family to generate a second income,
and in some cases a third. Not only is that no longer happening, but
the basic breadwinner is in jeopardy of losing his income, and many
have in recent months.

Add to that several other factors: in particular, the declines in home
prices, in common stock prices, and in the bond prices-prior wealth
that has been accumulated by households also deteriorated very rapidly
when measured in real terms.

We reached a point several months ago when there was nothing left
to finance more consumer spending Consumers used up every option
they had to keep going and a decline in living standards was absolutely
inevitable despite the fact that many fomicsts were being changed in
tho other direction.

On top of that, the inflation which sapped away the purchasing
power has pushed up interest rates and, of course, policies designed to
fight that inflation added to the rise in interest rates. In today's world,
without usury laws to restrict the rise in mortgage rates and with the
thrifts' ability to issue money market certificates at competitive money
market rates, and then pass those higher interest costs along in the
form of high mortgage rates, we have had an unprecedented rise in
mortgage rates

The typical American family has been priced out of the housing
market as a result. Most families cannot afford the big step up in
monthly payments from selling their existing home and buying a new
one. As a result, the normal migration process-selling an existing
home after several years and purchasing a larger home has been
stopped cold.
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Existing home sales started declining late last year as a result, and
that ultimately means a sharp decline in new housing construction and,
as you know, that's what's in progress currently.

These are the two factors that have caused the recession.
There are several reasons why I believe that the recession will be

sharp but short and compact. F irst, the sharp erosion of household
purchasing power and the sharp rise in mortgage rates are now being
corrected to a degree. The lower inflation rate that we see clear evi-
dence of already, and we'll see more of it later in the year, will stop
the decline in household purchasing power so consumer spending will
not continue to spiral downward.

Mortgage rates are already beginning to ease from the 15 or 16
percent level they reached a couple of months ago. We expect them
to decline to about 11.5 percent by the end of the year. That's still
relatively high by historical standards and it suggests that many
families will still be unable to afford a new home, especially first-time
buyers. Nonetheless, there will be more people in the housing market
than there were at 16 percent rates, and I expert the decline in hous-
ing to end some time within the next 4 or 5 months and at least a
modest recovery to start.

So the basic forces causing the recession are being corrected. On
top of that, there were two or three other developments that lead me
to conclude that the recession is happening very quickly.

For example, the Federal Reserve's credit controls which were
announced as part of the anti-inflation program in March-which
obviously was not very timely in light of what has happened since
and, in my judgment, what was already in progress-but in any case,
I think they frightened many people. There were many people who
apparently believed that they could not use their credit cards any
more at all as a result of the controls, which was not the case
whatsoever.

In my view, those credit controls have shortened the period during
which the downward adjustment in consumer spending is taking
place. It was likely to have stretched out over 8 months to a year.
Instead, it is happening quickly because of the psychological and real
effects of-reduced credit availability.

To give you some idea of magnitude, by the time the May retail
sales numbers are released, we will have experienced roughly a 10-
percent decline in real terms in retail sales in the 4-month period
between January and May. This is unprecedented.

Second, the decline of housing starts has been very rapid. It cannot
continue at that rate. Starts will be negative shortly if it does. And
you could make the same argument about automobile sales. There is a
minimum replacement demand which we are currently awfully close
to, so it's conceivable that the speed of decline can continue, Third, as I
think Congressman Brown pointed out before, high interest rates have
been the major factor which are causing most companies to respond
more quickly than they ever have before in response to lower sales or
lower orders by cutting their own orders and cutting their own produc-
tion. I can never remember the steel industry in particular shutting
down so quickly, cutting production and lIying off workers in response
to lower orders, as they have done this time.
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They generally wait several months to make sure there has been a
significant change, rather than a temporary decline. But companies
in all industries cannot wait very long when they are paying 20 or 25
percent to finance inventories. This is another reason why we are get-
ting a severe recession but one that's occurring in a short period of
time. I think the recession will end by the end of the year, with the
bulk of the decline in the second and third quarters. The fourth quar-
ter probably will be down somewhat as well. By the end of the year
the economy will have reached its trough and a recovery will start.

The recession will be less severe than 1974-75, because we did enter
this recession with less inventory, less excessive inventory, than we
entered the 1974-75 recession. Production will go down in response to
lower sales, but they won't go down additionally in order to liquidate
the excessive inventories tfat existed at the start. Second, capital
spending while it will weaken, will hold up far better than the 17
percent drop we experienced in the last recession.

High energy prices are actually stimulating a significant amount of
capital spending in the economy. We can point to the automobile in-
dustry. Here is an industry that is in very serious condition, yet is
increasing capital expenditures sharply and basically rebuilding all
their facilities to retool and build capacity for smaller cars. That's the
result of energy prices-the indirect effect of higher gasoline prices.

The airlines are buying new aircraft because their fuel expense has
gotten so enormous that it pays for them to buy new, more fuel effi-
cient aircraft and scrap the less fuel efficient aircraft.

Energy R. & D. oil drilling-all of those industries are booming,
despite the recession, because of high energy prices.

So there are enough pockets of strength in capital spending, particu-
larly related to the energy situation, which will cushion the recession
to a degree.

What is going to occur after the recession is over? Here I think I'm
relatively pessimistic. I think we are in for an extremely slow-recovery
for at least the next 2 years. This is in marked contrastwith the normal
pattern in the United States, which is for very rapid growth in the
early stages of expansions. We are likely to get a rate of recovery which
will be less than half of the normal recovery rate in the early post-
recession period this time, and I can cite four or five reasons for this
expectation.

First of all, while inflation is moderating, underlying labor cost
trends and the expectation of still higher energy prices, because OPEC
will raise prices further and we have domestic decontrol, the under-
lying inflation rate will not fall below 9 or 10 percent and, as a result,
household incomes, while they will stabilize in real terms, they will
not rebound sharply.

The causes of this recession are, by and large, not transitory, like
those caused by defense cutbacks after a war or an inventory cutback;
when they are completed, the economy can resume a normal strong
growth pattern. The deterioration of the household financial position
and high mortgage rates are not transitory or temporary conditions
and they will show up by holding down the recovery because consumer
spending will grow very slowly, and housing will recover slowly.

Second, we have a very restrictive budget; even though I predict
that the budget deficit will exceed $50 billion and probably will be as
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much as $70 billion in the next fiscal year, it is still a restrictive budget
because of all the tax increases built into the budget. The economy is
going to be so weak that revenues are going to be reduced and certain
expenditures such as unemployment benefits will be higher than ex-
pected. Third, monetary policy will be restrictive if the Federal Re-
serve keeps to their goal of modest growth in the money supply.

Four, OPEC will continue to raise oil prices and will experience a
large and continuous balance-of-payments surplus for many years,
unlike the 1976-77 period. That means big deficits for most other coun-
tries, with high interest rates and conservative economic policies
throughout the world.

We are already starting to see that now. That will feed back into
the United States by slowing down our recovery by holding down our
exports.

If you add all these factors together-still high interest rates and
mortgage rates, flat real income, and the OPEC and policy considera-
tions-and I think we are in for a very modest recovery unless policies
are changed.

What should be changed? In my judgment, a tax cut-a large one-
should be enacted immediately. 1 suggest one of at least $25 billion.

In my judgment, the tax cut should be comprised of two parts. No. 1,
it should include a significant reduction in useful lives for newly pur-
chased capital goods, to stimulate capital expenditures. This, in my
view, is one of the best ways to stimulate capital formation. It is essen-
tial now because the recession itself will reduce capital spending. It
always does, during recessions, because of excess capacity and lower
profits.

I think we have to counter that reduction in the expected rate of
return on new capital spending projects by speeding up depreciation
which allows companies to improve their expected return and recover
their investment more rapidly.

The second part of the tax cut, in my judgment, should be a roll-
back of social security taxes or, at a minimum, a postponement of the
enormous social security tax increase which is scheduled for next
.January, just at the time the economy is likely to be at its worst
point.

I recognize that the social security trust fund is in poor condition,
and it is going to get a lot worse in the next year or two. Either a shift
of medicare into general revenues, or a shift to general revenues to
finance part of -the social security trust fund would therefore be
necessary as well.

The reason I advocate a cut in social security taxes is that it will
accomplish two things directly. No. 1, it will restore some of the lost
purchasing power for households by cutting their taxes. Second, it
is anti-inflationary. Business passes on their half of the social security
tpx increase just like they pass on any other cost increase, including
higher interest rates. So it will work toward holding down unit labor
costs and to that extent will probably reduce inflation during this
period.

The higher deficit that will result, in my judgment, will not affect
the inflation rate at all in an economy that will be characterized by
extremely high unemployment and lots of excess capacity during
this period.
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So I advocate immediately a large tax cut with those two compo-
nents. If social security taxes are not reduced, my alternative would
be a significant reduction in personal income taxes as the other por-
tion of that tax reduction.

Thank you, Congressman Long.
Representative LoNG. 'hank you. Mr. Chimerine.
[The prepared statement of Mr. Chimerine follows:]

PREPARED STATEMENT OF LAwRENCE CHIMERINE

My name is Lawrence Chimerine, Chairman and Chief Economist of Chase
Econometrics. I appreciate the opportunity to testify before the Joint Economic
Committee on the Outlook for the U.S. Economy.

The reluctant recession has finally arrived, and, as is generally the case, it has
come swiftly and sharply. The economy has deteriorated very rapidly since Feb-
ruary, despite the small rise in real GNP for the first quarter as a whole. Early
indications fox May (auto sales, retail sales, insured unemployment claims) point
to a further weakening.

BA610 CAUSES

Unlike most other recessions in the post war period, the current downturn is
not being caused by a weakening of the enterprise sector, or by a postwar decline
in military spending. Declines in capital spending because of prior excesses, or
major inventory liquidation, have often led recessions-1957-1958 and 1960-1961
are major examples. While both will occur to some extent during this decline,
they will be caused by other factors, rather than leading the recession. A sharp
reduction in defense spending was a major (though not necessarily the only)
factor in the 1948-1949, 1953-1954, and 1969-1970 recessions.

It is the significant weakening in the financial position of households, and the
resulting decline in spending for goods, services,-and new homes, that is the prin-
cipal factor underlying the current downturn. The weakened financial position of
households in turn is the result of :

1. The precipitous decline in employee real income during the last fifteen
months as inflation has accelerated to nearly 18 percent. Figure 1 shows real
income per employee (after tax), calculated both with the total consumption
deflator and the CPI. In both cases, the recent performance represents a sig-
nificant change from the performance of recent years, which had already lagged
well behind the sixties and early seventies in real income gains. Since the con-
sumption deflator reflects changes in the allocation of spending, and calculates
housing costs on a rental-equivalence basis, It probably is a better measure to use.
Nonetheless, real incomes have been falling recently even using this measure.

Real incomes in the first quarter were buoyed by $10 million of additional tax
refunds which are being phased in evenly during the entire year. Higher effective
tax rates during recent years due primarily to bracket creep for personal In-
come taxes and higher social security taxes, has been a contributing factor to
weak real incomes.

2. Most household assets fell sharply in price early this year. Common stock
pres were down about 20 percent (or about $100 billion)-the recent decline
was one of the steepest ever during such a short period of time. Bond prices fell
even more sharply, affecting the value of pension funds and mutual fund shares
that many households own. Gold and silver have given back much of their earlier
gains-many individuals now have big losses on purchases made last year or
early in 1980. Prices of boats, used cars, and other consumer durables have also
weakened. Finally, and most important, existing home prices are down slightly
during the last six months, after rising at an annual rate of between 15 and 20
percent for several years.

In real terms, household wealth is considerably below what it was in late
1979, even with the recent improvement in stock and bond prices. This will not
only affect future spending decisions because of its psychological impact, but
realized capital gains through sales or refinancing helped sustain household
spending through much of last year. Declining asset values have significantly
reduced the amount of such gains.

3. Household debt relative to Income is at a record high, even with the slower
rise in consumer borrowing last year and in early 1980. Debt servicing on con-
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sumer installment loans (principal plus interest) now accounts for an increased
share of disposable Income, at a time when incomes are being further squeezed
by inflation, and refunding of debts has become extremly difficult.

4. Employment has begun to decline-a sharp rise in employment helped offset
weak real wage rates and buoyed income last year, preventing a-steeper decline
in household spending.

5. As has be:n discussed often, the saving rate was recently hovering at about
3 percent, the lowest level in over 30 years. In real-terms, households have been
increasing their savings at a rate which is below half the rate of increase in
prior years. Furthermore, this came at. a time when the real value of prior
accumulated savings fell sharply-it is unlikely that the saving rate can fall
any further in these circumstances.

6. The reduced availability and high cost of credit are making it difficult or
too expensive to increase borrowing. The Fed's credit controls come on top
of increased reluctance by lenders to make additional loans because payments
are being stretched out and delinquencies are rising, and state usury laws are
making consumer loans unprofitable in many areas. Finally, as mentioned
earlier, available capital gains to monetize or borrow against have also fallen.

Thus, households have used up all sources of funds to maintain previous spend-
ing levels-the continued decline in purchasing power is now finally starting to
bite and the inevitable reduction in household spending is occurring.

The impact of inflation on household demand is also showing up in the
housing market. Unlike prior periods of tight money, when reduced availabil-
ity of mortgage funds was primarily responsible for depressing the housing
market, the problem is now on the cost side. Inflation, and monetary policies
designed to reduce It, have pushed mortgage rates up to levels which have
priced ' any families out of the market for existing r new homes. Tie ex-
isten,!e of money market certificates, and the suspension of usury ceilings on
mortgage rates, have enabled such rates to climb in response to inflation and
the general rise in interest rates. However, the monthly payment on a typical
home purchased today at recent mortgage rates was more than twice as high
as two years ago, assuming the same financing terms, and was about four
times higher than as recently as in 1973. This created a strong disincentive for
buying and selling existing homes, even for those who could obtain mortgage
money, and resulted in the sharp decline in new construction. Declining real
income, and high fuel and maintenance costs only aggravated these trends.
Housing completions have only recently begun to fall in response to declining
starts-thus, the major impact of lower starts on economic activity and con-
struction worker unemployment still lies ahead.

Of most significance is that the factors discussed above are not transitory,
unlike the causes of many other recessions, and will be reversed very slowly.

The speed with which the economy is deteriorating has led to a dramatic change
in expectations regarding the magnitude of the recession. Only as recently as
February and early March, following the release of most of the January data the
attitude was developing that perhaps there would be no recession at all or that at
worst a very short and mild one might occur during the course of 1980. The Admin-
istration itself actually revised its projections in mid-March considerably mod-
erating the downturn built into Its forecast despite the fact that the new forecast
was presented at the same time that significant restrictive policy changes were
being announced. Now scarcely ten weeks later forecasts are becoming more
bearish by the day-while much of this represents forecast revisions of previous
relatively optimistic outlooks in our view some of the gloom appears to be unwar-
ranted by the evidence.

The big error in our judgment was the more optimistic tone to the forecasts In
February and March (as' evidenced for example by the consensus forecast)
despite major weaknesses that were developing which made a significant down-
turn inevitable. Part of the upward revision in the forecasts reflected the very
strong performance of retail sales and manay other indicators in January-some
of it appeared to be based on the anticipation of a big rise in defense spending,
or strong capital expenditures, to offset weakness elsewhere. And, finally, pure
frustration over the fact that a recession had not yet developed, despite numerous
forecasts (including ours) that one was imminent all during 1979, probably began
influencing many forecasts.

However, as discussed earlier, the underlying fundamentals were weakening
rapidly at that time; the ability of households to maintain current'living stand-
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ards was especially deteriorating sharply because of declining real incomes and
real wealth, record low savings, a high debt burden, rising interest rates, and
worsening job prospects. Furthermore, mortgage money was becoming less and
less available, and more and more expensive-both existing and new home sales
were already falling sharply at that time, so that further declines in housing
stArts were very likely. Furthermore, defense spending is too small, nor were
likely increases large enough, to offset expected declines In housing and consumer
spending; this is also the case for capital spending. And finally, overreacting to
one month's numbers is always a danger, especially in view of the seasonal adjust-
ment problems associated with January data.

Thus, much of the decline in the consensus forecast is a correction to the
unrealistically optimistic forecasts of recent months. However, the speed with
which the economy is declining has now generated fears of an extremely long
and severe recession, one that would taake even the one in 1974-1975 appear
relatively mild. In our view, this excessive gloom is unwarranted; this is dis-
cussed below, along with a review of those factors which will begin to produce
a turnaround by early next year.

HOW DEEP?

While we expect a very sizable recession-very likely the second worst since
World War II-we continue to believe that it will be less severe than the one
in 1974-1975. In fact, our current forecast of a peak-to-trough decline of about
3% percent in real GNP is little changed from our last several forecasts. It
now appears that the decline in real GNP will be about 7Y2 percent (annual
rate) this quarter. (There is a possibility that retail sales for April will be
revised downward very sharply, which could lead to a larger second-quarter
decline.) However, almost all recessions In the U.S. have included a relatively
short period during which the bulk of the decline occurred, rather than exhibiting
an evenly spread, consistent rate of decline. In some cases, as in 1948-1949,
1953-1954, and 1969-1970, most of the drop occurred early in the recessionary
period; in others, such as 1957-1958 and 1974-1975; it occurred in the later
stages. Furthermore, there is little correlation between the speed of the decline
in the early months of recession and its ultimate magnitude. Table 1 shows the
decline in industrial production in the first three months, and the total decline,
in prior post-war recessions--as can be seen, the two worst post-war recessions
(1957-1958 and 1974-1975), started out more slowly than the others.

There are several additional reasons which suggest that the rapid deterioration
in the economy thus far reflects a quick, compact adjustment rather than the
start of an extremely severe recessions:

1. Uld winter weather helped make the seasonally adjusted data, especially
for construction and retail sales, look better than they were in January and
has made the deterioration in recent months look even worse. This is especially
true because the last several years were characterized by cold and snowy winters,
especially in the Northeast and Midwest. Since the seasonals are revised an-
nually to incorporate more recent data, the poor weather of recent years has
inflated the seasonals now. This is especially significant for January, since un-
adjusted retail sales and construction activity are extremely low in that month-
the adjustment factor dominates the data. In effect, because of mild weather, con-
sumers purchased items in January that would ordinarily have been bought
in succeeding months, and work proceeded more rapidly on construction projects,
relative to recent years.

2. The imposition of consumer credit controls in mid-March has speeded up
the downward adjustment in consumer spending that was already in progress.
Retail sales already declined in February and early March, even before the
Federal Reserve program was announced. However, both real and perceived
difficulties in obtaining credit, particularly via the use of credit cards, probably
cause a sharper decline in household spending in late March and April than
would have occurred as a result of declining real incomes. However, sizeable
downward household retrenchment with reduced borrowing, was inevitable-
the psychological effects of the Fed's program only speeded it up.

3. The decline in new housing construction has been very rapid and cannot
continue at that rate. Housing starts were slightly above one million in April,
and probably were about 900,000 units or less in May-this-represents a decline
of about 50 percent in just eight months. Even at the mortgage rates which
prevailed as recently as one month ago, demographic forces, mobility (in part
financed by corpoFations who move existing or newly hired employees), and



20

minimal replacement of worn down housing, would generate a minimum level
of starts of at least 600,000-700,000. Thus, even before accounting for the turn-
around in mortgage rates and sharply declining short-term rates, which should
alleviate the deposit outflows from the thrifts, we were reaching the bottom in
housing starts.

4. Auto sales have fallen to a near 7 million rate in early and mid-May, a very
low level. This in part reflects the impact of higher gasoline prices, over and
above recession-related declines. Again, minimal replacement demand suggests
that little additional decline in auto sales is likely, however.

5. Record high interest rates are causing businesses to keep as tight a rein on
inventories as possible. In particular, most businesses appear to be reacting to
lower sales and orders by cutting production very quickly-this condenses-the
decline of production into a shorter period.

Thus, we expect very sharp declines in real output stretching through the
summer and early fall, but a recession that will be significantly less in overall
magnitude than 1974-1975 (see Table 2). Of course, some industrles, notably
housing and autos, will suffer declines almost as large. However, this reflects
factors other than just the recession. Autos are being hurt by rising gasoline
prices, which are causing greater cutbacks in driving than after the earlier
round of OPEC price increases in 1973-1974. Housing construction is reacting
more sharply than usual because of the unprecedented rise In mortgage rates,
in part the result of the suspension of state usury laws which provided for
ceilings on mortgage rates. Nonetheless, as can be seen in Table 2, most overall
measures show smaller forecasted declines in this recession than in 1974-1975.

Two major factors will prevent a more serious recession:
1. Inventories were in better shape when we entered this recession than in

1973. While we do expect significant inventory liquidation during the remainder
of the year as stocks are brought into line with lower sales levels, the more
favorable starting point will mean less liquidation than In 1974-1975. With final
sales in real terms expected to be about 3 percent lower by year end, than in
the first quarter, stocks will have-to be reduced by about $10 billion (in 1972
dollars, not at annual rate) just to keep Inventory sales ratios at first-quarter
levels. Of course, if some involuntary accumulation occurs in the next several
months, this will cause'more liquidation later in the year (and defer some of
the overall decline in economic activity until that time).

In addition to a larger buildup of involuntarily held inventories during 1974.
inventories actually rose sharply all during 1973 ($16.5 billion in 1972 prices

-for the year as a whole), prior to the recession (see Figure 2). Much of this
represented stockpiling of basic materials in anticipation of shortages, a situation
which did not develop prior to this recession. Thus, the depressing effect of
inventory liquidation will be less than In 1974-1975. As Table 2 indicates, the
decline in final sales in this recession, however, will exceed thit of 1974-1975.

2. While capital spending is beginning to weaken as anticipated, we expect a
far smaller decline than the near 17 percent drop In the last recession. Higher
energy prices are now stimulating capital formation, unlike 1974-1975.

(a) Despite weak sales. spending by the auto industry for retooling and
additional capacity to produce smaller cars will prevent a significant decline
in overall capital expenditures by that industry, unlike the last recession. In
fact, General Motors recently announced an acceleration of their capital spend-
ing program, offsetting cuts announced by other producers.

(b) Fuel costs are now over one-third of total operating expenses for the aver-
age airline, as compared with less than 10 percent in the early seventies. Thus.
expenditures for new aircraft, and to develop a more fuel-efficient generation
of aircraft, will remain high in the next several years. Some orders will be
cancelled because of falling traffic and profits, but equipment expenditures by
the air transportation industry fell in half during the last recession-a repeat
is not likely this time.

(c) Several companies are closing down highly' fuel-efficient plants and re-
locating, or are modernizing such plants.

(d) Oil drilling is up sharply and will likely stay at high levels In view of
petroleum industry profits. Expenditures for development of alternative fuels
also are rising rapidly.

Furthermore, neither capacity utilization or profits i,% likely to fall as sharply
as in the last recession which will bolster other capital spending as well.
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DOWNSIDE RISKS

There are still two major downside risks that could make the recession more
severe.

1. Our forecast implies a slow steady rise in the personal saving rate from
the near 3 percent record low of early this year (see Figure 3). However, in
view of spreading fears concerning job security, a quicker adjustment is pos-
sible. The recent improvement in common stock and bond prices has alleviated
some of the prior sharp decline in household wealth, but real Incomes are still
declining. Furthermore, no significant Improvement has yet occurred in the real
estate market to reverse to decline in the real value of existing homes, which
is a major form of savings for many households. Thus, a more severe consumer
retrenchment cannot be ruled out, which would deepen the recession. However,
such a development would likely speed the recovery relative to what we cur-
rently expect (to be discussed later) as additional increases In the saving rate
In 1981 and 1982 would likely not occur.

2. A simultaneous worldwide recession, combined with widespread protection-
tam, could slow U.S. exports and add to our decline. However, the decline In U.S.
interest rates, and in the dollar, has reduced the likelihood of tighter monetary
policies overseas, a development which would have greatly increased the proba-
bility of significant recessions overseas.

With oil demand falling and inventories building, the risk of an oil shock
causing a much more severe recession has fallen, especially since Iranian pro-
duction has declined to only about 5 percent of total OPEC output from nearly
20 percent prior to the revolution. Nonetheless, a sharp rise in oil prices caused
by supply disruptions still represents an additional downside risk.

FACTORS SHAPING THE RECOVERY

Several factors will combine to start the recovery process by late this year or
early next year.

1. The sharp decline in interest rates has Improved prospects for the housing
industry. Mortgage rates are already falling from the 16- to 17-percent rates of
early April-we expect rates on conventional mortgages to continue declining to
the 12-percent range by year end. This will have a material effect on housing
demand by dramatically reducing carrying costs for potential homebuyers. Fur-
thermore, the decline in short-term rates will likely reverse the outflow of de-
posits from the thrifts, increasing the supply of funds available for new mort-
gages-there is some evidence that this has begun In May. And the higher personal
saving rate will also increase the supply of such funds.

There is some concern that the Federal Reserve will attempt to reverse the
decline in rates because of the weakening dollar In recent days, and thus prolong
the recession. However, we expect the U.S. trade deficit to improve during the
remainder of the year as our recession takes hold. Furthermore, with Inflation
improving, the depressing effect on our currency of the large differential between
U.S. and other country Inflation rates will ebb. Foreign demand for the dollar
to finance oil purchases will remain high. Thus, there is every reason to expect
that the dollar will hold up fairly well, thus obviating the need for tighter Fed
policies.

Furthermore, the sharp decline in the money supply in April, while In part
due to the use of new seasonal factors and the Treasury's more rapid processing
of tax payments, will make the Fed cautious about further slowing the growth In
reserves. And sharply rising unemployment will also lead to easier Federal
Reserve policies, especially with the inflation numbers looking considerably
better. Thus, while interest rates may move higher In response to increased credit
demands In the next month or two, they are not likely to be pushed in this
direction by tighter credit policies.

The Federal-Reserve just recently took the first step toward dismantling the
credit controls adopted in mid-March by:

(a) Reducing from 15 to 73 percent the special deposit requirement for
retailers and others who provide revolving consumer credit.

(b) Reducing from 10 to 5 percent the reserve requirement Imposed on Euro-
dollars, large CDs, and other managed liabilities of member banks and large
nonmembers banks and raising the base from which the reserve requirement is
calculated.
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(c) Modifying its guidelines on bank loans to attempt to channel more of
such loans into autos, housing and other critical sectors.

These changes will directly affect interest rates by lowering the cost of funds
to banks by over one-half percentage point. Furthermore, when these restric-
tions are completely removed in coming months, additional downward pressure
will occur. The easing of these credit restraints will have little direct effect on
the economy because credit demands have fallen so sharply that they are in effect
inoperative.

Housing starts are likely to remain very depressed for several more months
due to recent declines in building permits and in mortgage commitments, plus
some excessive inventory. However, the decline in interest rates should start
benefitting new starts by the fall. We continue to expect only a moderate recov-
ery in starts in view of still high mortgage rates, rising unemployment, and
depressed real Incomes. Nonetheless, the rebound in housing, and Its secondary
effects throughout the economy, will help the recovery process along. And, to a
more limited extent, the decline in interest rates and increased availability of
funds will help other categories of final demand as well.

2. It appears that the easing in Inflation that was anticipated for the second
half of the year has already begun. Both producer and consumer prices moder-
ated significantly in April, with the 0.9 percent rise in the CPI the smallest in
nearly a year. And several factors suggest that this improvement will continue.
(a) Sensitive materials prices have dropped very rapidly (Figure 4), reflecting
lower demand. While the Impact on finished goods prices will not be great, there
will be some effect. (b) The decline in interest rates will have a significant effect
by lowering business Interest expense, and because of lower mortgage rates in
the CPI. (c) Energy prices will rise much more slowly for the remainder of the
year. In fact, such prices already slowed dramatically in April (see Table 3)
and accounted for much of the deceleration In the overall indexes. While gasoline
prices and other refined product prices will rise about 40 per gallon as a result
of the latest round of OPEC price increases, the increases will be considerably
less than earlier this year. Furthermore, It now appears that the import fee will
not materialize, which will more than offset these Increases.

OPEC countries are cutting production to prevent a severe glut from develop-
ing, so price cutting (as in 1975-1976) seems unlikely. OPEC prices will likely
continue to drift upwards very slowly, but no major additional increases are
expected. Figure 5 shows average oil import prices--even the relatively smell
increases we expect in the next two years represent a dramatic change from
1974-1975. Thus, while energy prices will rise more slowly than earlier this year,
even when domestic decontrol is included, they will rise more rapidly than in the
1975-1976 recovery, leading to higher inflation than at that time.

Tho slowing in inflation to about a 10 percent rate later this year and next
will end the decline in real Incomes that are currently causing sharp declines
in household spending. This will help stabilize consumer spending and end the
recession.

3. We continue to expect tax reductions later this year, or early 1081 at the
latest. While a tax rebate Is one possibility because it would not permanently
affect the deficit, we expect it to take the form of a personal Income tax cut com-
bined with accelerated depreciation on nqwly purchased capital goods. A roll-
back of social security taxes (or postponement of scheduled increases) Is also
a possibility, but the trust fund is in such terrible condition that we view this
as unlikely.

While these forces will help end the recession, we continue to expect only a
very modest recovery, with real GNP rising at about a 3 percent average rate
during 1981 and 1982 (this compares with a 6 percent rate during the 1975-1976
recovery). Consumer real incomes-will not rise much In the years ahead, thus
limiting the rebound in household spending. And, economic policies here and
abroad will not be as stimulative as In the 1975-1976 recovery period because
of higher inflation and balance of payments deficits, in part due to OPEC pricing.
The slowness of the recovery can be seen in Table 4, which shows that both
real GNP and real final sales will not return to the pre-recession peak for
over two years, In both cases comparable to 1974-1975, and longer than for any
other prior recession-recovery period.

FORECAST HIOHLIGHTS

Table 5 shows a summary of our forecast. The highlights are:
1. Real GNP will drop by 1.4 percent, on a year-over-year basis In 1980, and

rise by 0.4 percent and 3.8 percent in 1981 and 1982, respectively.
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2. Unemployment will continue to rise In the next several months and will
exceed 8 percent by late summer, and reach 8% percent by year end. A gradual
decline will occur in 1981 and 1982. Unemployment will be highest among work-
ers deepndent on housing or consumer spending, particularly for durables.
Regionally, almost all areas will experience some weakness, although increased
energy R&D will cushion the recession in the Southwest and Far West.

3 The Consumer Price Index will rise by 14.3 percent this year and 10.8 per-
cent in 1981, slightly lower than the previous forecast. These numbers include
a significant easing during the course of 1980, but also imply a near 10 percent
underlying inflation rate.

4. Corporate Profits are already declining significantly In most industries,
especially those related to housing or consumer spending. Only higher inven-
tory profits have prevented a more sizable decline thus far, but these will now
fall along with operating profits. For 1980 as a whole, pre-tax profits will drop
by &8 percent, but this masks a 19 percent peak-to-trough decline expected dur-
ing the next three quarters. Profits will rise during the recovery in 1981, but
the lov level at the start of the year implies no growth on a year-over-year basis.

5. Housing Starts will rise to 1.4 million units next year, 35 percent above the
level expected this year, and will increase further in 1982.

6. Auto Sales will recover very slowly because of slower replacement demand
in response to a decline in miles driven, and to slow growth in real income.
Sales will average 94 million units next year, and will reach 10 million units
in 1982.

7. Federal Expenditures for fiscal year 1981 will exceed the Administration's
revised budget estimate by about $20 billion. This, combined with an expected tax
cut and the absence of the oil import fee, will produce a near $70 billion deficit
in fiscal year 1981 rather than a balanced budget. We have also included an ad-
ditional tax cut In 1982 in response to still high unemployment. (Without our
assumed tax cut, the peak-to-trough decline In real (RNP would be about 4 per-
cent. 1

8. Interest Rates will ease further. especially the prime rate and longer-term
rates. The prime will reach about 11 percent by year end and remain close to
thaRL level through much of the next two years. -

ECONOMI0 POLICY

As mentioned earlier, we expect Federal Expenditures in fiscal year 1981 to ex-
coed the Administration's revised budget estimate by nearly $20 billion, for several
reasons. First, the $10 billion upward revision from the original budget request
Is not sufficient to account for the underestimation in January in that the CPI
will grow more than the 11.75 percent currently estimated by the Administra-
tion, increasing the cost of indexed programs. Second, the Administration fore-
cast contains a very mild recesion; however, the downturn is already consider-
ably worse than they forecast, which will cause higher unemployment benefits.
Third, differences of opinion within the Congress may prevent an agreement on
specific cuts; many of the reductions in the original budget proposal (hospital
cost containment, federal pay reform) have already greeted with lukewarm
response. Finally, as the recession deepens, policy may be reversed again. As a
result, it is unlikely that the budget will be balanced in fiscal year 1981, even
without tax cuts. My assumptions do imply about $8 billion of budget cuts,
however.

Despite the magnitude of the budget numbers, Federal spending levels will not
be sufficient to provide significant stimulus to the economy. In fact, in real terms,
only military spending will experience significant growth over the next two year.
Real military outlays will rise over this period by nearly 10 percent, mostly for
procurement rather than for more armed forces. In other budget areas, inflation
and population increases will account for almost or all of the expected expendi-
ture increases. Furthermore, the budget proposals include significant tax Increases
for next year.

Table 6 shows one measure of fiscal thrust; the change in Federal expenditures
(less unemployment benefits) plus changes in Federal receipts due to tax rate
changes only, as a percent of GNP. As can be seen, current policies would be rela-
tively restrictive during during 1981. The large net tax increase for that year in-
eludes both the windfall profits tax and the schedule social security tax In-
crease. This measure of fiscal thrust would be only about one-third of its value
In 1975, when substantial tax cuts were combined with sharp increases in e.
penditures for public works and public service jobs. Inflation is causing a further



204

drag on the economy by raising effective tax rates (not included in Table 6)-this
amounts to over $15 billion per year.

There has been much concern expressed over the potential effects of the de-
fense buildup in the budget. In fact, after trending down for many years, real
defense spending will rise at about a 4% percent annual rate during the next
several years and will increase as a share of GNP after many years of decline.
Much of the increase will be for military weapons and hardware, including new
missiles, and for transport planes to increase armed forces mobility.

The currently planned defense buildup should be put in some perspective, how-
ever, in order to assess its impact on the economy. First, because defense spend-
lrg is now only 22 percent of the total Federal budget, and about 5 percent of
GNP, these increases are not significant enough to dramatically alter the outlook
for economic activity or inflation, although some bottlenecks in certain industries
are likely to occur. Because of a sharp increase in orders for commercial aircraft,
the aerospace industry is operating at very high utilization rates, and is being
plagued by a shortage of skilled workers. Furthermore, shortages of some metals
such as titanium and cobalt will be aggravated by the defense buildup, but the
Impact on the overall Inflation measures will be small. Secondly, as discussed
earlier the budget contains very modest increases in spending for most nonede-
tense categories. Thus, the total increase in Federal expenditures will still be
relatively modest. Third, the expected buildup Is small in relation to the massive
buildup during Vietnam, which involved a 36 percent increase over three years In
real outlays. Furthermore, many "great society" programs were also being enacted
at that time, pushing up other categories of the budget, and the economy was
already booming in response to the 1964 tax cut. This time, we expect the rise
in defense spending to take place while domestic demand is falling, and, as
mentioned, other programs are cut back. Thus, the inflationary consequences
will not be nearly as severe as during the Vietnam period.

If the recession does develop as I expect, however, I would favor a package
of tax reduction to stimulate the economy later this year. even though it would
increase the size of the deficit. Tax reductions are preferable because of the
difficulty in curtailing spending programs In subsequent years, and because new
spending programs would Increase the size of government. I do not view a rising
deficit during a period of slack and rising unemployment as inflationary. Fur-
thermore, the current inflation is heavily dominated by cost factors rather than
excess demand-expenditure cuts or tax increases would have little effect on
slowing this type of inflation. And, as discussed above, current budget policy
would be highly restrictive in an environment of a steep recession and prospects
for only a modest recovery.

I suggest that any tax reductions be based on the following criteria:
1. A large portion should be aimed at households to offset some of the loss

in purchasing power currently taking place, especially that part due to the
increase in effective tax rates caused by inflation.

2. One-third or more should accrue to corporations in a way that would best
promote capital spending and improve productivity. In my judgment, a reduction
in useful lives which would result in faster write-offs for capital goods Is the
best method of achieving this objective. Accelerated depreciation is advantageous
because it gets directly at the problem of underdepreciation in an inflationary
environment; it would make the U.S. more competitive relative to most other
industrialized countries, who generally have shorter write-off periods than we
do in the U.S.; and it would affect the rate of return on new investment
directly. I believe accelerated depreciation is preferable to measures designed
to increase household savings, since Increases in such savings do not auto-
matically result in more capital spending. In fact, by reducing consumer spend-
ing from already weak levels, and causing a larger buildup in excess capacity,
such policies may actually discourage capital spending in the environment ex-
pected during the next several years. A weak economy with substantial excess
capacity has historically always caused a decline in capital spending, because
the expected return on new investment prospects fall sharply. Despite very high
saving rates in Japan and most European countries, capital spending actually
declined during the mid-'70s because of substantial excess capacity. Furthermore,
the U.S. personal saving rate was also low relative to other countries all during
the 1960s, but investment spending rose sharply, reflecting strong growth in de-
mand, and high utilization rates.

The recession this year will lower the expected rate of return on many new
capital spending projects, as will the Increase in energy costs, and the recent
increase In the price of capital goods. Policies designed to stimulate capital for-
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mation should be aimed at offsetting the adverse effect of these factors on
expected profitability.

8. A reduction in cost-related taxes, such as payroll taxes, would be ideal ini
the current environment because it would reduce some of the cost pressures that
are pertaining the current inflation. In my view, increases in cost-related taxes,
and other federal programs which~have raised business costs, have had a far
bigger impact on Inflation in recent years than Federal spending, or the Federal
deficit. A reversal of this pattern would be both stimulative and anti-inflationary
at the same time.

The ideal package of tax changes to meet these criteria would be a personal tax
cut, accelerated depreciation on newly purchased capital goods via a uniform
reduction of existing useful lives, and a rollback of the social security tax in-
crease scheduled for next year. Removing Medicare from the trust fund, or ear-
marking windfall profits tax revenues to finance social security benefits, would
ease the burden on the trust fund.

One big risk in the outlook is that wage rates could accelerate sharply in
response to last year's inflation and reduction in real incomes. Thus, I believe
Serious study should now be given to the use of tax-based inflation policies in
the years ahead. Rewarding those who hold down wages and prices by providing
matching tax cuts would not only slow the wage-price spiral but would also
inject stimulus Into the economy whenever required.

While I strongly applaud the efforts in the Congress to reduce Federal expendi-
tures where possible, I cannot support any legislation that would -determine
Federal spending based upon some inflexible rule such as a fixed ratio to GNP.
The current debate concerning Federal expenditures overlooks a significant
change In the prior trend during the last seve,-al years. Federal expenditures as
a share of GNP have declined in each of the last four years, by a total of about
two percentage points, from the peak in 1975. In several of those years, actual
expenditures were actually below budgeted levels. In part, this reflects the new
Congressional budget process which has helped stop the proliferation of many new
spending programs, as had been the case during much of the prior ten or fifteen
years.

It is true that the ratio of Federal expenditures to GNP has begun to rise again
and will likely continue to rise during the next year or longer. There are two
major reasons for this. First, about one-third of the Federal budget is now in-
dexed (mostly to the CPI) and much of the remainder is also directly affected
by inflation. In fact, because of the impact of imported oil prices and rising mort-
gage rates on the CPI, it appears that the cost of government programs is now
accelerating more rapidly than the price of domestically produced goods and
services-this is exerting upward pressure on the Federal expenditure/GNP ratio.
This is occurring despite the absence of any major new Federal programs. Signifi-
cant cutbacks in other programs would be necessary in order to meet a legislated
ratio, but a better solution to the problem would be to eliminate indexing, or alter
the Indexation formula. Retirees and other recipients of government transfers are
now receiving far better cost-of-living protection than most workers, as evidenced
by recent wage increases.

Second, the ratio of Federal expenditures to GNP almost always rises during
recessions, reflecting increases in anticyclical programs and the decline in private
production, and will do so in the recession that is now beginning. This legislation
would require significant cuts in governwnt spending just at the time when
stable or rising Federal expenditures may be necessary to provide some cushion
for the economy. This would likely significantly aggravate the recession. Any
assessment of the performance of these automatic stabilizers would have to con-
clude that they have been one major factor in limiting the-severity of U.S. re-
cessions in the last forty years.

In sum, which I do favor cuts in the budget where possible, I cannot support
any legislation that either does not address the basic factors which are affecting
Federal expenditures, or reduces the flexibility of the Congress to use budget
policy to impact the economy. It must also be pointed out that budget cuts and/or
a balanced budget will have only a minimal effect on inflation in the current
environment.

Only a comprehensive program of reducing government regulations and other
programs, cost related taxes, slower growth in government spending, stronger
energy policies designed to reduce dependence on OPEC (and therefore protect
the dollar), accelerated depreciation and other incentives to speed capital forma-
tion, and more creative Incomes policies will significantly reduce inflation in
the long run. No single policy, by itself, will be successful.

66-785 0 - 80 - 14
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REAL DISPOSABLE INCOME PER PERSON EMPLOYED
SOLID. LEFT THOUSANDS 1967 DOLLARS
DASH. RIGHT THOUSANDS 1972 DOLLARS
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TABLE 1.-INDUSTRIAL PRODUCTION

In percent

Recession Decline 1st 3 mo
after peak Total decline
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TABLE 2.--COMPARISON OF POST-WAR RECESSION, PEAK-TO-TROUGH

[Percent decline)

Real New Trough
fixed passenger unem-Real Industrial business Pretax Housing car ploymentGNP producers inventory profits starts sales rate

Recession dates:
1948.4 to 1949.4... 1.4 7.5 16.0 23.7 19.9 NA 7.0
1953.2 to 1954.2.... 3.3 8.0 3.9 23.7 10.1 18.1 6.01957.3 to 1958.1 ..... -- 3.-2 11.1 14.7 27.1 5.4 29.8 7.4
1960.1 to 1961.1 ..... 1.2 7.5 4.5 18.6 28.1 22.4 7.0
1969.3 to 1970.4...- 1.1 5.6 8.0 21.7 26.3 31.0 6.0
1973.4 to 1975.1 ..... 5.7 13.9 16.6 27.2 59.7 39.3 8.9

Forecast:
Forecast: 1980.2 to

1980.4 --------------- 3.5 5.0 9.0 18.7 51.6 - 39.0 8.3
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PERSONAL SAVING RATE
SOLID HISTORICAL DATA
DASH FORECAST
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CHANGE IN SENSITIVE PRICES
(PERCENT)

1977 1978 1979

Figure 4

TABLE 3.-ENERGY PRICES
[Percent change)

Producer price Consumer price
index index

December 1979---------------------------------------------2.1 2.3January 1980 ........................................................ . .
January 1980---------------------------------------------------- 4.7 4.6Me ar 1980 . . . . ." . . 4.5 7.16
Aril 198 ......... ".. ""_.............................................. 3.1 3.0|
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PRICE OF IMPORTED OIL
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TABLE 4.-QUARTERS-PEAK TO PEAK

Recession

1948.4- 1953.2- 1957.3- 1960.1- 1969.3- 1973.4- 1980.2-
1949.4 1954.2 1958.1 1961.1 1970.4 1975.1 1980.4

ReaIGNP --------------- 5 7 5 5 6 9 8
Real final sales ---------- 2 4 4 2 2 9 9
Total Employment ....... 6 8 8 6 6 6 8
Profits before tax ........ 8 7 8 10 12 6 9



TABLE 5.-CHASE ECONOMETRICS FORECAST OF MAY 22, 1980-STANDARD FORECAST-RECESSION IN 1980

TABLE 1.1.-MAJOR ECONOMIC INDICATORS, PRODUCT AND INCOME

1980.1 1980.2 1980.3 1980.4 1981.1 191.2 192.3 1981.4 192.1 1982.2 18.3 196 1981 198

Grs national product ---------------------------------- 2,516.1 2,527.8 2,543.1 2,593.8 2,669.8 2,755.9 2,825.4 2,915.2 3,002.9 3,091.2 3,185.5 2,545.2 2,791.6 3,141.4
GNP in 1972 dollars ---------------------------- 1,442.6 1,415.2 1,393.6 1,392.4 1,402.1 1,413.3 1,420.3 1,432.4 1,443.5 1,454.9 1,469.5 1,410.9 1,417.0 1,463.3
Index of industrial production, tol------------------- 152.1 146.7 144.7 146.4 148.6 151.3 153.0 155.4 157.4 159.6 162.2 147.5 152.1 161.0
Index of industrial production, manufacturing ------------- 152.7 146.5 144.2 146.0 148.4 151.2 152.9 155.4 157.5 159.9 162.5 147.3 152. 0 161.3

Consumptionexpenditures ---------------------------- 1,628.7 1,642.2 1,670.6 1,708.6 1,743.4 1,785.4 1,826.7 1,869.1 1,919.8 1,971.3 2,026.4 1,662.5 1,806.2 2,000.0
Durable goods ------------------------------------- 220.4 201.0 201.1 205.7 210.5 219.3 225.8 231.7 240.5 248.3 256.8 207.1 221.8 252.8
Nondurable goods ---------------------------------- 650.6 661.6 674.1 691.5 707.2 720.9 735.5 751.1 768.2 785.9 805.2 669.4 728.7 795.8
Services ------------------------------------------- 757.8 779.6 795.3 811.4 825.7 845.3 865.4 886.3 911.2 937.0 964.4 786.0 855.7 951.5

New car sales, SAAR ...------------------------------ 10.7 8.4 8.5 8.7 9.0 9.4 9.6 9.6 10.1 10.3 10.5 9.1 9.4 10.4
Gross private investment -------------------------------- 384.0 365.0 339.5 332.4 364.0 '394.3 410.1 434.2 457.2 478.5 497.3 355.2 400.7 487.8

Fxed investment ----------------------------------- 383.9 367.3 357.5 358.2 372.5 389.5 407.7 427.7 448.1 467.4 485.9 366.7 399.3 476.3
Nonresidential --------------------------------- 273.3 273.8 271.1 267.1 270.9 277.6 285.0 295.1 307.5 319.0 331.1 271.3 282.2 325.3

Structures --------------------------------- 103.1 102.3 101.9 100.5 101.2 104.2 107.7 112.3 117.7 123.5 129.5 102.0 106.3 126.7
Equipment -------------------------------- 170.2 171.5 169.2 166.6 169.7 173.5 177.4 182.8 189.8 195.5 201.6 169.4 175.8 198.6

Residential structures --------------------------- 110.5 93.5 86.4 91.1 101.6 111.8 122.7 132.6 140.6 148.5 154.7 95.4 117.2, 151.0
Change in inventories --------------------------- 0.1 -2.3 -18.0 -25.8 -8.4 4.8 2.4 6.5 9.1 11.1 11.4 -11.5 1.3 11.5

Total private housing starts ----------------------------- 1.26 0.93 0.88 1.13 1.24 1.35 1.50 1.54 1.59 1.62 1.64 1.05 1.41 1.63 I-
Net exports, goods plus services ------------------------- -14.0 -11.8 -9.9 -6.4 -9.6 -8.6 -9.7 -4.6 -4.3 -2.8 3.5 -10.5 -8.1 1.2 I-

Exports ------------------------------------------- 304.2 312.4 323.4 337.1 351.2 36,.2 377.9 396.0 409.5 424.1 446.0 319.3 372.6 436.5
Imports ------------------------------------------- 318.2 324.2 333.3 343.5 360.8 373.8 387.5 400.6 413.8 426.9 442.6 329.8 380.7 435.3

Government purchases ---------------------------------- 517.4 532.3 542.6 559.7 572.4 584.7 598.2 617.1 630.8 644.8 658.8 538.0 593.1 652.9
Federal ------------------------------------------- 186.2 192.9 195.7 204.6 209.3 213.5 218.4 228.4 233.5 238.1 242.8 194.8 217.4 241.5

National defense .............................. 119.6 120.9 124.1 132.0 135.3 138.1 141.2 148.2 151.3 154.2 157.3 124.2 140.7 156.9
Other ----------------------------------------- 66.6 72.0 71.6 72.6 74.1 75.4 77.2 80.3 82.2 83.9 85.5 70.7 76.7 84.7

State and local ------------------------------------- 331.2 339.4 346.9 355.1 363.1 371.2 379.9 388.7 397.4 406.7 416.0 343.1 375.7 411.3
Federal government surplus or deficiL -------------------- -21.6 -48.3 -67.0 -88.2 -65.6 -56.8 -67.4 -58.9 -70.3 -64.0 -68.6 -56.3 -62.2 -64.2
Personal income ....................................... 2 057.2 2,075.7 2,106.2 2,153.9 2,196.4 2,251.1 2,319.3 2, 383.4 2,438.8 2,507.0 2, 590.6 2,098.3 2,287.6 2, 549.6
isposable personal income ----------------------------- 1,736.2 1,758.6 1,782.0 1,838.0 1, 870.1 1,914.2 1,971.9 2,023.3 2,078.4 2,134.6. 2,204.8 1, 778. 7 1,944.9 2,169.8

Corporate profits before taxes ---------------------------- 257.1 232.3 211.5 209.1 210.1 218.0 227.1 252.9 255.0 263.8 280.1 227.5 227.0 275.6
Corporate profits after taxes ----------------------------- 155.5 142.1 130.3 129.2 129.4 133.6 138.9 153.4 163.0 168.4 178.1 139.3 138.8 175.4
Capacity utilization, percent ----------------------------- 81.9 77.4 75.3 75.4 76.4 77.4 77.4 77.8 78.0 78.6 79.3 77.5 77.3 79.0
Unemployment rate ------------------------------------ 6.1 7.4 8.1 8.3 8.3 8.1 8.2 8.1 8.0 7.8 7.6 7.5 8.2 7.7
Savings rate ------------------------------------------- 3.7 4.1 3.8 4.7 4.4 4.4 5.1 5.4 5.4 5.4 5.9 4.1 4.8 5.6



TABLE 5.--CIASE ECONOMETRICS FORECAST OF MAY 22, 1980-STANDARD FORECAST-RECESSION IN 1980--Continued

TABLE 1..-MAJOR ECONOMIC INDICATORS. PRICE AND MONETARY

1980.1 1980.2 1980.3 1980.4 1981.1 1981.2 1981.3 1981.4 1982.1 1982.2 1982.3 1980 1981 1982

Implicit GNP deflator ----------------------------------- 174.4 178. 6 182. 5 186. 3 190.4 195.0 198.9 203.5 208.0 212. 5 216.8 180.5 197.0 214.6
Consumer Price Index_ --------------------------------- 237.1 245.7 252.8 259.2 265.2 272.4 278. 7 285.1 291.1 297.5 304.0 248.7 275.5 300.7
Wholesale price index. total ------------------------------ 258.7 261.6 268.3 275.1 283.7 283.9 294.5 301.2 307.8 314.6 321.0 ZS5.9 2)2.1 317.7
Wholesale price index (ind comm) ------------------------ 264.6 272.6 277.9 284.8 293.0 298.3 30t. 7 312.8 319.5. 362.2 332.9 275.0 302.2 329.7
Money supply, no TD (MIB) ----------------------------- 391.4 390.2 403.0 410.9 417.8 424.3 432.5 441.0 449.5 457.3 466.0 338.9 428.9 461.9
Money supply plus TO (M2) ----------------------------- 1,543.5 1,554.4 1,588.4 1,620.1 1,650.0 1,679.1 1,710.3 1,742.4 1,775.4 1,803.4 1,843.7 1,676.6 1,695.5 1,827.1
Federal fund rate --------------------------------------- 15.05 13.27 10.22 9.47 19.42 9.51 9.63 9.37 9.38 9.42 9.51 1200 9.48 9.42
Treasury bill rate, 91 day -------------------------------- 13.47 10.63 8. 68 8. 42 8.44 8. 52 8.66 8. 52 8.58 8.66 8.75 10.30 8. 54 8.66
Commercial paper rate, 4-6 -------------------------- 14.25 11.31 8.96 8.59 8.83 9.03 9.18 8. 98 9.00 9.05 9.14 10.78 9.02 9.06
Prime commercial bank rate ----------------------------- 16.40 17.26 13.00 11.45 10.96 11.10 11.23 11.14 10.55 10.58 11.13 14.53 11.11 10.84
AA utility bond rate .. . . . ..----------------------------- 13.55 12.15 11.33 11.53 11.47 11.75 11.70 11.54 11.36 11.27 11.10 12.14 11.62 11.14

t



TABLE 5.-CHASE ECONOMETRICS FORECAST OF MAY 22, 1980-STANDARD FORECAST-RECESSION IN 1980--Continued

TABLE 3.1.--GROSS NAI IONAL PRODUCT IN CONStANT DOLLARS

1980.1 1980. 2 1980.3 1980.4 1981.1 1981.2 1981.3 1981.4 1982.1 1982.2 1982.3 1980 1981 1982

Gross national product -------------------------------- 1,442.6 1,415.2 1,393.6 1,392.4 1,402.1 1,413.3 1,420.3 1, 432. 4 1,443.5 1,454.9 1,469.5 1.410.9 1,417.0 1,463.3
Consumption expenditures ------------------------------- 936.0 917.7 911.6 912.9 .911.0 913.4 916.4 919.0 925.3 931.3 938. 8 919.5 914.9 935.5

Durable goods ..--------------------------------- 145.5 130. 8 129.0 129.8 130.8 134.3 136.3 137.6 140.7 143.2 145.9 133.8 134.8 144.6
Nondurable goods- ..------------------------------ 353.0 347.2 344.8 347.0 346.5 345.0 345.7 346.3 347.5 348. 7 350.6 348. 0 345. 9 349.9
Services ....... .-------------------------------- 437.6 439.7 437.9 436.1 433.7 434.1 434.4 435.0 437.1 439.4 442.2 437.8 434.3 441.0

Cross private investment -------------------------------- 202.2 190.2 174.1 168.2 178.5 187.5 190.5 196.7 201.0 205.6 203.6 183.7 188.3 207.8
FixedInvestment. ---------------------------------- 204.1 191.3 182.8 180.4 182.4 185.4 189.5 193.9 197.2 201.1 20 i. 0 189.6 187.8 203.1

Nonresidential -------------------------------- 152.1 148. 4 143.6 139.3 138.4 138.8 139.8 141.9 144.3 146.6 149.2 145.9 133.7 147.9
Structures --------------------------------- 50.5 49.1 48.1 46.5 45.6 45.6 46.0 46.6 47.5 48.5 49.6 48.5 45.9 49.1
Equipment- -------------------------------- 101.6 99.3 95.4 92.8 92.9 93.2 93.9 95.2 96.8 98.1 99.5 97.3 93.8 8. 8

Residential structures --------------------------- 52.0 42.9 39.2 41.1 43.9 46.6 49.6 52.1 52.9 54.4 55.8 43.8 48.1 55.2
Nonfarm ---------------------------------- 49.4 40.4 36.8 38.7 41.5 44.2 47.2 49.7 50.5 52.0 53.4 31.3 45.7 52.8
Farm ------------------------------------ 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.6 1.0
Product durable equipment. ----------------- 1.5 1.4 t4 14 t4 t4 14 14 14 t4 4 1.4 1.4 1.4

Change in invntories ----------------------------. 9 -1.1 -8.7 -12.2 -3.9 2.1 1.0 2.7 3.8 4.5 4.6 -6.0 0.5 4.6
Nonfarn_ .................................. -2.0 -1.1 -7.7 -11.2 -3.6 2.4 1.3 3.0 3.8 4.5 4.6 -5.5 0.8 4.6
Farm ..--------------------------------- 0.2 0.0 -1.0 -1.0 -0.3 -0.3 -0.3 -0.3 0.0 0.0 0.0 -0.4 -0.3 0.0

Net exports, goods plus services -------------------------- 24.3 25.6 25.7 28.0 28.5 27.4 27.1 29.4 28.8 28. 6 30.7 25.9 28.1 30.2
Exports- ..--------------------------------------- 130.0 130.4 130.7 132.9 135.4 136.7 137.8 141.8 143.2 144.5 149.2 131.0 137.9 147.6
Imports- -----..---------------------------------- 105.6 104.7 105.0 104.9 106.9 109.3 110.8 112.5 114.4 115.9 118. 6 105.1 109.9 117.5

Government purchases ---------------------------------- 280.0 281.7 281.9 283.5 284. 3 284.9 286. 4 287.7 288.7 289.7 290.7 281.8 285.8 290.1
Federal_ ------------------------------------------ 101.3 106.0 106.1 107.2 107.7 108.1 109.1 110.0 110.6 111.2 111.7 105.9 108.7 111.4

National defense ------------------------------- 67.0 66.4 67.3 69.2 69.6 69.9 70.5 71.4 71.7 72.0 72.4 67.5 70.3 72.4
Other ..------------------------------------- 37.3 39.6 38.8 38.0 38.1 38.2 38.6 38.7 38.9 39.2 39.3 38.4 38.4 39.1

State and local ------------------------------------- 175.7 175.7 175.8 176.4 176.6 176.8 177.3 177.7 178.1 178.5 178.9 175.9 177.1 178.7



TABLE 5.--CHASE ECONOMETRICS FORECAST OF MAY 22, 1980--STANDARD FORECAST-RECESSION IN 1980--Continued

MAJOR ECONOMIC INDICATORS (PERCENT CHANGE, ANNUAL RATES)

1980.1 1980.2 1980.3 1980.4 1981.1 1981.2 1982.3 1981.4 1982.1 1982. 2 1982.3 1980 1981 1982

Gnuspatoul - - - - - - - 10.0 1.9 2.4 8.2 12.2 13.5 10.5 13.3 12.6 12.3 12.8 7.4 9.7 12.5GNP (n 1972 dollars) .................................... 0.6 -7.4 -6.0 -0.3 2.8 3.2 2.0 3.4 3.1 3.2 4.1 -1.4 0.4 3.3Total consumption (in 197Zdolrs) ..... 0.3 -7.6 -2.6 0.5 -0.8 1.0 1.3 1.1 2.8 2.6 3.2 -0.5 -0.5 2.2Fixed nomre Investment(n 1972 dollars).---------------- 4.3 -9.4 -12.4 -11.4 -2.5 0 9 3.2 5.9 7.1 6.6 7.1 -2.0 -4.2 5.9Government purchases (in 1972 dollars) ------------------- 4.3 2.5 0.3 2.3 1.0 09 2.0 1.9 1.4 1.3 1.4 2.7 1.4 1.5Index of Industria production, total ---------------------- -0.3 -13.3 1-5.4 4.8 6.3 7.3 4.6 6.3 5.2 5.9 6.5 -3.1 3.1 5.9GNP defltor ....................... . 9.3 10.0 9.0 8.6 9.2 10.0 8.3 9.6 9.1 8.8 8.4 9.1 9.2 9.0Consumer Price Index ----------.------------------------ 16.9 15.5 12.0 10.5 10.7 10.3 9.5 9.6 8.7 9.1 8.9 14.3 10.8 9.1Corpoteprofitsbeforetaxes ---------------------- -.25.3 -33.3' -31.3 -4.4 1.9 15.9 17.8 53.7 3.5 14.5 27.1 -3.8 -0.2 21.4Corporate profits after taxes ................----....-"-..... 25.9 -30.2 -29.3 -3.3 0.5 13.6 16.9 48.8 27.4 14.0 25.1 -3.3 -0.3 26.3Dsposable personal income -------------- ------------ 13.2 5.3 5.4 13.2 7.2 9.8 12.6 10.8 11.3 11.3 13.8 9.5 9.3 11.6Disposabe Personal income (in 1972 dollars) --------------- 0.6 -5.9 -4.1 3.9 -1.9 0.8 4.1 2.2 2.8 2.7 5.2 -1.1 0.1 3.0
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TABLE 6.-FISCAL POLICY

fin billions of dollars)

Changein Federal
spending, exclud- Change In Federal
Ingunemployment receipts due to tax (3) as percent of

Calendar year benefits changes (1)-(2) GNP

(1) (2) (3) (4)

1969 _---------------------------- 7.8 11.4 -3.6 -0.4
1970 ------------------------------ 14.0 -8.6 22.6 2.3
1971 ------------- ---------------. 14.6 -7.3 21.9 2.1
1972 ------------------------------ 24.3 -3.2 27.5 2.3
1973 ------------------------------ 21.6 8.0 13.6 1.0
1974 ---------------------------- 31.9 3.2 28. 7 2.0
1975 ------------------------------ 46.8 -15.3 62.1 4.1
1976 ------------------------------ 30.1 7.2 22.9 1.3
1971 ------------------------------ 39.7 -1.2 40.9 2.1
1978 ------------------------------ 41.3- 3.2 38.1 1.8
1979 ............................... 47.3 -6.6 53.9 2.3
1980 ............................... 69.3 16.3 53.0 2.1
1981 ............................... 66.6 29.3 37.3 1.3

Representative LONG. Mr. Chimerine, your prediction, or forecast,
that the speed of the economy's decline is not necessarily central to the
ultimate depth of the recession is interesting and your arguments in
support of that are interesting. Have the figures that Ms. Norwood
presented here today, and particularly the sharp increase in the unem-
ployment rate, affected your thinking in that regard?

Mr. CHIxmiE. No, Congressman, they haven't. We expected a rise
in unemployment in May to about 7.5 percent. It exceeded that, as you
point out.

But I think it's extremely important to bear in mind that most of
the increase in unemployment in May, and in our view certainly the
increase in excess of 7.5 percent, was due to a sharp rise in the labor
force. I do not remember the last month during which we had a 700,000
increase in the labor force in the United States. It is particularly diffi-
cult to interpret at this time of year because of the influx of graduates
and students looking for summer employment, which distorts the pic-
ture frequently because the seasonal adjustment factors in May and
June often do not cope very effectively with this influx.

It would not surprise me to see a drop in the labor force the next
month. In fact, traditionally, when we do get a large rise in the
labor force in 1 month, either because of a problem with the seasonals
or for any other reason, we generally observe a decline in the month
thereafter.

So I don't think this morning's report changes anything. I still think
unemployment will rise further, at least to 8.5 or 9 percent, but it does
not mean that it will go higher than that. In fact, the Producer Price
Index report shows that inflation may be moderating more rapidly
than we expected, which reinforces our views on household purchas-
ing power and consumer spending later in the year.

Representative LoNo. What will be the leader out of this, in your
opinion, when the recovery begins? Which industries will be the ones
to lead us out of itI

Mr. CyrmFnirE. Well, there are some industries, Congressman, that
are experiencing no recession impact, and have been very strong for
cmite a while. Included in these are those that are closely related to oil
drilling, or to developing new energy sources.



216

Second, I think some of the service sectors are holding up rea-
sonably well, and they will continue to hold up reasonably well during
this period.

While we are not likely to return to 2 million housing starts for
several years, we do expect a recovery of from below a million units
to 1.2 or 1.3 by mid-1981-that's a 30-percent increase. So measured
in that way, housing will do reasonably well and some industries
that support housing will show some recovery. I think these are the
primary ones, Congressman.

Representative LONG. I'd like to pursue some of the traditional
things that might be done with respect to heading off a very weak
recovery, or stimulate the recovery that you see coming at the be-
ginning of the year.

Of course, we know the social security tax increases in 1981 are go-
ing to amount to some $20 billion. We offset that by $25 billion, as

re projecting or contemplating-a $25 billion tax decrease. What
else might done in that regard?

Mr. CHIMERINE. I would support a larger tax cut, Congressman
Long. I would prefer avoiding a massive increase in Federal expendi-
tures. I think the historical experience shows very clearly that once
these spending programs, which we claim are temporary and designed
primarily to stop the recession or speed the recovery, are initiated,
they have the tendency to stay on forever.

So I would prefer stimulating the economy primarily on the tax
side, and I think it's important, Congressman' for another reason.
One way to help slow inflation-and I think this committee would
agree with this in the long r term-is to improve productivity. One
of the most significant ways ou increase productivity is by stimulat-
ing capital spending, because of the replacement of old equipment
with more efficient, more prd uctive, newer equipment.

Not only do we need incenti es for capital formation, but the lesson
we should have learned from the 1974-75 recession, both here and
abroad, is that a prolonged priod of recession and economic weak-
ness with lots of excess capacity is the biggest detriment to capital
formation. Capital formation throughout the world was extremely
weak all during the mid-1970's, ven when the world economy started
recovering from the 1974-75 worldwide rece.sior, because of enormous
excess capacity that plamied almost all countries.

I don't think that a highly de ressed economy, with lots of unem-
ployment and lots of excess capacity, is a satisfactory solution for infla-
tion in the long term because you aggravate the productivity problem,
and we are now witnessing that.

One of the reasons why productivity is so horrendous right now is
because of poor capital formation] for the last 5 or 6 years, and for the
most part that was because the eonomy was relatively weak, with a
lot of excess capacity, at least u til 1978 or 1979.

So I think it's essential to st (nulate consumer spending and speed
up the recovery to provide ano er incentive for capital spending.

Representative LoNG. Than you. Congressman Brown.
Representative BRow. I ould yield to Congressman Rousselot.
Representative RoussEL. Mr. Chimerine, how soon should we

implement these tax cuts f which you are speaking in the testimony
and the rollback of the soci I security tax?
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Mr. ChIMERNE. Congressman, I think deliberations should begin in
the Congress, with some initiative from the administration, as rapidly
as possible.

Representative ROUSSELOT. Well, before the end of the year?
Mr. C im mtx. Absolutely. In my judgment, I would like to see a

tax relief begin as early as July, certainly for any personal tax cuts that
might be enacted. I think it's probably best to hold off on accelerated
depreciation until the start of the year in order to avoid a timing prob-
lem regarding reported depreciation. The social security tax increase
is scheduled for January, and I would enact legislation as soon as pos-
sible to rescind that so everybody would become aware as early as pos-
sible that it will not go into effect. There is no longer, Congressman,
any reason to wait. We know the recession is steep already.

Representative RoUsSEiLOr. The only reason we are waiting, as you
know, is the President says he doesn't want any. That kind of discour-
ages action here in Congress, since it's controlled by the same party of
which he's a member. So we have a little trouble getting approval.

Mr. CHIMERNE. Well, Congressman, my own feeling is that there
will be a tax cut later this year, and that the budget balancing move-
ment will fade away rather quickly when it becomes more widely
recognized that it will be impossible to balance the budget. I think
you mentioned a hope and a prayer. I think we are even beyond that
right now. There's absolutely no way the budget can be balanced.

I think when that becomes more widely recognized, and if a $40 or
$50 billion deficit is already in prospect, I think the resistance to tax
cuts will start to subside as well. Second, if unemployment continues
to rise, that too will speed the movement in that direction.

Representative RousSwr. You have described the ideal types of
tax changes in your prepared statement. How much of a personal tax
cut are you talking about and would-it be for more than 1 year?

Mr. CHIMERINE. I would make it a permanent reduction, Congress-
man. I would like to see at least a third of it in the form of accelerated
depreciation, which would mean roughly a 25-percent reduction across
the board in existing useful lives, and the remainder should be either
the social security tax cut or the personal income tax cut, or a combina-
tion of both.

Representative RousSELr. How much of a personal income tax re-
duction?

Mr. CHIMERINIE. Something that's in the $16 to $18 billion range
as an absolute minimum.

Representative RoussELOr. Would you reduce the tax rates?
Mr. CHIMERINE. Yes, I would reduce tax rates.
Representative RoussmLwT. Across the board?
Mr. CHIMFINFL In order to speed up the process, I think that's the

most logical thing to do. Otherwise, it's going to take a long time to
get the legislation through the Congress.

Representative RoussEror. Would you reduce the number of brack-
ets again?

Mr. CHIME-RNE. Congressman, to be honest, I haven't thought that
through in terms of the specifics, whether or not we reduce the brackets
and whether we should reduce the tax rate a little more in some cate-
gories than in others. I wouldn't object right now to an across-the-
bard personal tax cut, leaving the brackets the way they are simply
to make sure we get some legislation through as quickly as possible.
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Representative RoussF.wo. What percentage cutI
Mr. CHIXMaRNE. Well, if we use that minimum of $16 to $18 billion,

if my memory is correct, Congressman, that would be probably in the
range of 10 percent, and again I would not argue and would support
an even bigger one, but as an absolute minimum that's where I would
start.

Representative ROUsSFLOT. Thank you, Congressman.
Representative LONG. Congressman Brown.
Representative BROWN. Mr. Chimerine, what if we had had the tax

cut that you propose or, even better, the tax cut that the Joint Eco-
nomic Committee, Senator Bentsen and I, proposed last year? What
would have it done to ameliorate the situationI

Mr. CHxMmRNE. If everything else would have been the same, we
would still have had a recession, Congressman. It would still have been
a fairly steep recession, but it obviously would not have been as bad
as it is right now.

Representative BROWN. It would take the bottom out of it?
Mr. Cm3nmvz. Congressman, you will have-to refresh my memory.

lt's been a while.
Representative BROWN. We proposed a $25 billion tax cut.
Mr. CmMMRINE. If we had enacted a $25 billion tax cut last year,

my guess is that the unemployment rate would have been roughly a
half percent less than it's going to be.

Representative BROWN. The comments you made about the housing
industry interest me, because you said that a great percentage of
potential purchasers of housing have now been priced out of the
market, and I can't see anything in this current situation which is
going to particularly lower the cost of housing manufacturing-that
is, the production of housing-and I wonder how quickly then people-
will be able to get back into the housing market.

Now clearly, you take off interest, you knock down the interest rates,
you improve the situation somewhat, but aren't we still going to have
very expensive housing in this country in the future?

Mr. CHIMERINE. Congressman, absolutely, and as I indicated earlier,
that's one of the reasons I expect a fairly modest recovery, because
housing will still be expensive; but don't underestimate the difference
that a 12- or 11.5-perent mortgage rate means relative to 16 percent
in terms of monthly payments. That's a large, large difference and it
will allow more people to afford housing than was the case a few
months ago. But you're quite right; it will still be expensive.

Representative BROWN. If I catn make a quantum leap, earlier there
was discussion, particularly by Senator Sarbanes, that we lose in this
society production when we have a recession and unemployment but
we also lose in this society, don't we, when we have sharp inflation over
a period of time because we never quite get back to the cost levels and
the opportunities for the average citizen or below that we had before
if we don't get that inflation rate back down to very low ratesI

Mr. CHIMERIN=. Congressman. I agree with you, although I think
the source of inflation is extremely important, and has to be kept in
mind. For example, if we have an inflation which in large part is the
result of higher OPEC prices such as we have had over the last year,
that is the worst possible situation for the country because that infla-
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tion represents funds that are flowing overseas to those who collect
the oil revenues, and thus is not available to use for consumption in
the United States.

If we have an inflation which is due mostly to a wage-price spiral,
that really isn't as harmful to the system. I think the source of infla-
tion is important. Any inflation has some harmful effects on many
people, regardless of what the level or cause is, but not all inflations
are the same and the differences can be very substantial.

Representative BRowN. I certainly don't want to differ with you
radically on that and discount the impact of the higher energy prices,
but I must say that we also have some other things, and that is the
very high tax rate. The percentage takeout of the private sector that
Government now has is 22-plus percent rather than the 18 percent or
whatever it was a few years ago when I first came to Congress; and
we also are having a large impact in terms of nonproductive costs
related to regulations, not that that's again necessarily harmful to the
economy as long as we all are vigorous healthy souls and get out there
and jog and do all those wonderful things without breathing bad air
and stuff, but-I'm inspired by the fact that I saw Senator Proxmire
running to work this morning-but that is an impact or a drag on the
economy, is it not ?

Mr. CHIMERINE. Yes, it is, and as a matter of fact, Congressman, I
think you and I discussed this the last time I testified a few months
ago. I'm a little distressed about the preoccupation with balancing the
budget because, while I do not like to see any unnecessary Federal
expenditures, the biggest impact on inflation in the United States from
Government in the last several years has not come from spending or
deficits. It has come from increased regulation; from higher minimum
wages; from farm support programs; from the lack of an energy
policy; and from other policies which either directly dr indirectly
increase business costs, which get passed on in the form of higher
prices. It has in part been due to tax policy which has raised business
costs, such as social security tax increases, unemployment insurance,
and so on; and tax policies which discourage capital spending and
reduce productivity also increase costs and inflation.

These are the policies that have to be changed in order to lower the
inflation rate in the United States. Cutting $2 or $3 billion or $5 billion
from the budget is not going to reduce inflation in the current environ-
ment.

Representative BROWN. One other observation. We had Secretary
Miller in here a few months back and he said that he thought it was a
sound policy over the past years every time the cost of energy went up
to have speeded up the printing presses so we could turn out more money
to pay for that energy. The only thing I suggest with that is that the
result of that has been that we don't have less inflation: we just have
taken the decision that we will pay for the energy with dollars that
are worth less, because dollars are also worth less on everything else we
buy; and we didn't make the hard decision to substitute either more
energy for less of something else in our society or what would have
been a better choice perhaps, substitute less energy for the traditional
things in the society.
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On that point, how confident are you that the Fed will address the
money supply problems with precision and rationality within the next
few months?

Mr. CHIMERINE. Congressman, I must point out--and I think you're
aware of it-that higher OPEC prices cause a very difficult decision
for the Federal Reserve System. If they validate the oil-induced infla-
tion 'by, in effect, speeding up the money supply or the availability of
credit, they limit the adverse recessionary impact of those higher oil
prices.

If they don't adopt policiesto offset some of the restrictive aspects of
higher OPEC prices, then we experience a steeper, more severe down-
turn in the economy.

Representative BROWN. I would have to say it depends on how you
address it. If you rush out and buy a Citation perhaps rather than a
Subaru, you might really stimulate the economy just a little here and
reduce the impact of the energy. There are choices to be made.

Mr. CHImERINE. Congressman, I'm not overly optimistic about the
automobile industry for the next several years. I think they are in for
a very modest recovery, and one of the reasons is that higher gasoline
prices are causing most people to cut down on their driving. This in-
creases the life of existing cars, and reduces replacement demand and
therefore new car sales.

I do not think the argument that people will trade in their gas guz-
zlers more quickly for smaller oars is correct. Because of the recent
behavior of used and new car prices, whatever would 'be gained in
terms of gasoline saving, would be lost in the trade-in value. As a re-
sult, people are buying smaller cars when their old big gas guzzler falls
apart, but they are not rushing out to do so more quickly.

Representative BROWN. In my case, we have bought our Citation, but
we held on to the convertible.

Thank you, Congressman.
Representative LONG. Thank you, Congressman Brown. Thank you

very much, Mr. Chimerine.
The committee stands adjourned.
[Whereupon, at 12:05 p.m., the committee adjourned, subject to the

call of the hair.]
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