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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, FEBRUARY 1, 10880

Congress oF THE UNITED STATES,
Joint Economic COMMITTEE,
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 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 BextsEN. 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
ffosses. And the industries affected are heavily influenced by cyclical

actors.

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
sa}ild, “’\’?Ve 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 1t
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 tﬂe slowing of employment
g:er t};e last year, I have to wonder in effect : Has the recession finally

un
ommissioner Norwood, I hope you can clear up that\situation for
us this morning. :

Please proceed.

1)
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STATEMERT OF HON. JANRET L. NORWO0OD, COMMISSIONER, BU-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOM-
PANIED BY ROBERT L. STEIN, ASSISTANT COMMISSIONER, OF-
FICE OF CURRENT EMPLOYMENT ANALYSIS

Ms. Norwoop. 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 b{ 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 participa-
tion rate reached 51.4 [l)ercent, 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 contifmued, 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 goods-producing sec-
tor, once allowance is made for returning 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 T 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 fo, follows:] -

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11

X-11 ARIMA method method

Unad- (former
Justed Concur- officlal Rt%c
Month and year rate  Official rent Stable Total Residual method) (cols. 2-8)
()] @ (6] (O] 5 () )] ®)

1979:

January 6.4 .58 .8 . 8 5.8 5. 5.8 0.2
February . 4 5.7 .7 . 8 5.7 5. 5.7 .2
March . 1 57 .7 . 8 5.7 5. 5.7 .1
# . 5 5.8 .8 . 8 5.8 5, 5.8 .1
[} .2 5.8 . 8 , 8 5.8 5. 5.8 .1
Jun .0 5.7 .7 .5 57 5.7 57 .2
July. . 8 5.7 .7 .7 5.3 5. 5.7 .1
August..__ .9 5.9 .9 . 0 5.9 5. 5.9 .1
September. . 6 5.8 . 8 . 8 5.8 S, 58 .
b .6 5.9 .9 .0 5.9 6. 5.9 .1
November... .6 5.8 .8 5.9 5.8 5. 5.8 .1
December. . .6 5.9 .9 6.0 5.8 5.9 5.9 .2
1980: January .8 6.2 .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) Unldljusted rate. Unemployment not lly adjusted.

(2) Official rate (X-11 ARIMA method). The published seasonally adjusted rate. £ach of the 3 major labor force
components-—agricultural cmdplosmont, nonagricultursl employment and unempl?ment—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 serles for each of these 12 components are extended by a ysar at each end of the original series using
ARIMA (suto-regressive, integrated, moving average) models chosen specifically for each seriss. Esch extended serles is
then seasonally adlustod with the X-11 portion of the X-11 ARIMA program, The 4 teenage unemployment and nonagri-
cultural employment wmmnents are adjusted with the additive adjustment model, while the other comporents are
adjusted with the multiplicative model. A prior adjustment for trend is applied to the extended series for aduit male

ployment before ) adj The unemployment rate is puted b I ly adjusted
unemployment components and ca'lculatlnl that total as a percent of the civilian {abor force total derived by summing all

12 seasonally adjusted p ts. Al the lly adjusted series are revised at the end of each year. Extrapolated
factors for January-June are computed st the beginning of sach year; extrapolated factors for July-December are cgmrutad
in the middle of the year after the June data becoms available. Each set of 6-mo factors are published in advance, in the
January and July issuas, respectively, of Employment and Earnings. .

(3) Concurrent (X~11 ARIMA mni%rod). The procedure for computation of the official rate Is followed, excapt 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 datla for the
period January 1967 through Janul? 1980, The rates for the current yesr are shown as first computed, Since the revision

attern and procedure for computation of the rate are identical to the official procedure, the resuits of this method will be
dentical to the official rate at the beginning of each ysar 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 #nd then run through the X-11 part of the program using the stable option. This option sssumes that
seasonal patterns are basically constant from year-to-year and computes final seasonal factors as unweighted averages
of all the |-irreguiar p ts 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 serles are revised st the end of each year. The procedure for
computation of the rate from the Ily adjusted components Is also identical to the official procedure.

(5) Total (X-11 ARIMA method). This Is one alternative sggregation procedurs, in which total unomploozment and labor
force [evels 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 clvilian 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 luraflﬁon 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 subtracti Ity adjusted employment from
seasonally adjusted labor force. The rate Is then computed by taking the derived unemployment {evel as a percent of the
labor force level. Factors are extrapolated in 6-mo intervals and the seriss revised at the end of each yesr.

(7) X-11 method (former official method). The orocedure for computation of the official rate Is used sxcept that the serles
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 adjustment, -

. Methods of a#ustmonl: The X-11 ARIMA method was developed at Statistics Canada by the seasonal adjustment and
times serles staff under the direction of Estela Bee Dagum. The method is described in the X~11 ARIMA Seasonal Adjust-
ment Method, by Estels Bae Dagnum, Statistics Canadas Catslogue No, 12-564E, September 1979,

The standard X-11 method is described in X-11 Variant of the Census Method |l Seasonal Adjustment Program, by
Julius Shiskin, Alan Young and John Musgrave (technical psper No. 15, Bureau of the Cmqs, 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. Departmant o.E Labor reported today. Due to a rise in
joblessness among adult men, the Nation”s unemployment rate increased over the moanth from 5.9 to
6.2 percent, the highest rate since July 1978.

Total employment--as measured by the monthly survey of households--showed 1little 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 ewmployment--as measured by the monthly
survey of establishments--rose by about 300,000 in January to 90.5 million.

Unesployment

The number of per:ons unemployed increased 340,000 {n January to 6.4 million. Most of this
.upturn occurred among persons who were lald off or otherwise lost their last jobs. Over the
past year, the jobless total has risen by 610,000. (See cables A-1 and A-5.)

With the increase in the level of unemployment, the Nation“s jobless rate rose three-teaths
of a polnt to 6.2 percent. The jobless rate had remained within the narrow rsuge of 5.7 to 5.9
percent over the prior 17-month period. i

The January increase In unemployment was concentrated among adult men; thelr rate rose from
4.2 to 4.7 percent, the highest since November 1977. The increase was shared by both black and
white men. 1o 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
seasitive unemployment rates for married men, full-time workers, blue-collar workers, and
workers in durable goods manufacturing. (See table A-2.) B

There was no change in the number of nonfara workers on part~time work schedules for
economic reasons (sowetimes termed the "partially unesployed”), following large increases in the

last quarter of 1979. (See table A-3.)




iotal “mployment and the Labor Force

Total employment was little changed in January, but there were

offsetting movements

among

of 200,000 in the number of men with joba, while

adult men and  women. There was a drop
employnenl amoag adult women rose by 170,000, Employment also fell iIn the male-dominated
blue-collar occupations. Employment was up by 1.7 million from Janugry 1979, the smallest

over-the-year Increase since January 1976.

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

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

ago.  Adult

women accounted for the bulk of thege increases.

Table A. Major i{ndicatore of lador market sctivity, 'uuoully adjusted

Their labor force participation

- }' Quarterly averages |I Monthly data {
Selected categories | Il | I | Dec.-
] 1978 | 1979 | 1979 | 1980 | Jan.
{ I | T | | change
- i 1v 1 xtr } | Nov. | Dec. | Jan. |
HOUSREOLD DATA I
| Thousands of persons
Ivilian labor force...eeesvesseasess..|101,5387103,238(103,7491103,652]103,999(104,229] 230
Total employment.. vesesd 95,6531 97,231 97,665| 97,608} 97,912] 97 80“ ~-108
Uneaployment... csensanennn .1 5,885 6 008| 6,084 6,046] 6 087| 6, iZSI 338
NoL {n labor fOrcess.aisroaresersse el SB,JBlcl 53,5681 SB,BA2| 58,937} 58,810| 58,19l| -19
Discouraged Workers:«ssusveoerransnal 772: 731|| 741} N.A.l  N.ALL N.A.: N.A.
|
Percent of labor force
Unemployment rates: I I I T T
All workers..... 5.81 5.8] 5.9| 5.8] 5.9} 6.2] 0.3
4.0] 4.2] 4.2) 4.3] 4.2] 4.70 .5
5.71 5.6] 5.71 5.6 5.71 5.81 .1
16.21  16.21  16.1f  15.9]1  16.0]  16.3) .3
- 5.0] 5.1 5.1t 5.1 5.1 5.4 .3
11.5]  10.9] 11.2f 10.9} " 11.3] 11.8 .5
5.2: S.3|I S.Al, 5.4] 5.4 5.7|' .3
i I
ESTABLISHMENT DATA
Thousands of jobs

N¥oniarm payroll enployment............-l 87,7991 ©5,759150,104p] 90,100190,231p190,536p] 305p
Goods-producing {ndustries.........,| 26,1il] 26,638[26,586p| 26 533326 654p126, 705p’
sService-producing Industrfes.oeoaesal 61,688] 63,121!63,518pl 63,567|63,S77p163.831p|

| I ! l |

|

|

|

Average weekly hours: ]
Total private nonfarm..eeevessvasensl

|

|

i

Minufacturlngeseesaesas .
Hanufacturing overti{me..coeeceocnsnas

51p
254p
!
Houre of work
T I | T
35.8]  35.6] 35.7pl 35.74 35.7p! 35.7pl op
40.61  40.2] 40.2pl 40.1] 40.3pl 40.4p| 0.1p
3.7’ 3.2} 3.Zp|' 3.3} 3-2p|' 3.3}!: 1p

—‘-y-—;;r-:l iminary

N.A.=not avajlable



rate reached a nev high of 51.4 percent, while that of men and teenagers edged down over the

month.

Industry Payroll Employment

Noufars payroll employment rose to 90.5 millfon in January, up 305,000 from the December
level. Contributing to this increase was a net reduction in strike activity of spproximately
50,000. .

The bulk of the January employment growth occurred inm the service-producing industries.
Gains were registered throughout the sector, with the most sizeable increases Iin trade
{130,000), services (55,000), and transportation and public utilities (30,000).

Within the goods-producing sector, the construction industry posted &n employment gain of
65,000. Overall employment in manufacturing was about unchanged. There was a decline of nearly
60,000 {n transportation equipment, due to job cutbacks 1n 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 1increases in several other
1ndusttles,‘ primarily in the nondurable gocds sector. Employment in wining 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 remalned 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
avertime both edged up a tenth of ap hour to 40.4 and 3.3 hours, respectively. (See-table B-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 B-5.)

Hourly and Weekly Earnings

Average hourly earnings of production or noasupervisory workers on private nonagricultural
payrolls rose 0.3 percent in January and were up 7.4 percent over the year (seasonally
ad justed). Average weekly earnings 3lso rose 0.3 percent from December and were 7.1} perce t

abave the January 1979 level.



Before adjustament for seasonslity, ave age hourly earnings rose 3 cents in January to $6.41
and were 44 cents above January 1979. Average weekly earnings were $224.99, down $4.6% froam
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
sbove January a year sgo. In dollars of constant purchasing power, the Index decreased 4.5

percent during the l2-month period ended in December. (See table B-4.)
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Explanstory 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, tota! 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 Statisticy (BLS).

The establishment survey provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appeers in the B tables,
marked ESTABLISHMENT DATA. This information
is collected from paytoll 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 menth are ac-
tually collected for and relate to a particular week. In
the household survev, unless otherwise indicated, it is
the calendar w#_x that contains the 12th day of the
month, whi_n is called the survey week. In the establish-
men? survey, the reference week is the pay period in-
«iuding 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.

Coversge, definltions and differences between surveys

The sample households in the household survey are
selected 50 as to reflect the entire civilian noninstite-
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. These 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 bhenefits or public
asuistance, if they meet all of the following criteria:
They had no employment during the survey week; they
were available for work al that time; and they made
specific «.fforts to find employment sometime during the
prior 4 weeks. Also included among the unemp'oyed are
persons not looking for work because they were laid of f

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 ber u ployed. The ploy-
ment rate is the percentage of unempioyed people in the
civilian labor force. Tadle A4 presents 3 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-t, and the most com-
prehensive yields U-7. The official unemployment rate
is U-S.

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 2 larger segment of the popula-
tion; the establishment survey excludes agriculture, the
self-employed, unpaid family workers, and private
househotd workers;

----The household survey includes people on unpaid
leave among the employed; the establiskment 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 berween the two surveys are
described in “*Comparing Employment Estimates from
Household and Payroll Surveys,’” which may be obtain-
ed from the BLS upon request.

Seasons! adjustment

Over a course of a year, the size of the Nation's tabor
force and the levels of employment and unemployment
undergo sharp fluctuations due 10 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
seasonai 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 adjustung the statistics from
month 10 moath. These adjustments make nonseasonal
developments, such as dechnes in economic activity or
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increases in the participation of wnmen 1t the labor
force. easier 10 spot, To return 10 the school’s-out ex-
ample, the large number ot people entenng the tabor
force each June 15 hikely to obscure any othtr changes
that have taken place since Mav. making v difficult tn
determing if the level of ecrmont actisity hae risen or
declined. However, bhecause the ioct of students
finishing scheulin previous - ar ~ b w0 statistics
for the curiert vear cawhe s evalheos e g com
parable chiaty o bueotar @ he sesoeal o fustment 1.
made correctly, the adjusted fipure provides a more
useful 100] with which to analyze chang -« 1n economic
activety,

Measures of civilian labor force. empl-ameat, and
unéemployment contain componernts sach as age and sex.
Statistics for all employees, produ.tion workers,
average weekly hours, and average hourly carnings 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 nf the components
and combin.’p thern.. The secend pr.oodare usually
yields more accurate anfenmation and oo therefore
followed by HI S For cxample, the srasonallv ady sted
figure for the civilian labnt Torce 35 the sum of eight
seascnallv adhurte ) emnloviaaent coptnancive and tour
seasonally adjusted unempioyment comyonenis, the

total for unemplovinent i« the um ot the four
unertaley et oo et WS 0 L L Lenploy
ment rate i1s derisod by drwvi-ling the recnlune ~simate at
total anonslevmer B (e ¢t e ciodan Brbor

force.

The numet.cal Fac12rs usi 10 1ake the sravonal ad
justmentec are recalcutated rezutarly. For the houschold
survey, the factors are calculated for the Jauuary-June
period and again for the July-Decenher period. The
January revision 35 applied to data that have been
published over the previous S years For the establish-
men: survey, updated factois for seasonal diustment
are calculated only onve a year, »bwng with the intraduc-
tion of new benchmaiks whuch are discassed ot the end
of the next section.

Sampling variability

Statistics based on 1., iseho'd and establishment
surveys are subject ¢ c.ophing errog, that s, the
estimate of the numtber of peaple employed and the
other estimates drawn 11 -m * oo .o surveys pret abiy dif-
fer from ihe tigures ihat wowe s he sbat <t e com-
plete census, tven 1f the same qrc.tion 12nc. and ;yro-
cedures were used, 1n the houschold sizvey, the anwunt
of the differences can be expicssed i ternas of standard
errors. The numerical value ot a stands o errar depends
upon the size of the sample, the resit of 1be survey,
and other factors. However, the nunszricar valuc is
always such that the chances are 6% oat .f 10 that an
estimate based on the sample will et by 10 tore than
the standard error froni the resnls n1 a comolete census.
The chances are 90 out of 100 that an estiniite based on
the sample will differ by ne more than 1.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 da not mean that the
sample results are off by these magnitud.s bus, ratner,
that the chancec ate 90 out of !0 tha: e "t 1 ol
o; sate would net be expected to Jdiffe: from the
estimates by'more than these amounts.

Sampling errors for monthly surveys are reduced
when the data are cumulatedfor several months, <uch
as quarterly or annually. Also, as 4 gencral rule,
the smatler 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.
Speaifically, the error on monthly change is the jobless
rate for men is .23 percentage poini; for teenagers, it is
1.06 percentage points. -

In the estabrrbment su-vey, estimaies £, Jhe * most
current months are based on incomplete returns; for this
reason, these estimates are labeled pretiminary in the
ta les. Wher ail che rorurrs in the saisple have been
recewved, the estimates are revised. In other word. data
for the month of September are published in
preliminary form in Q2tober 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 availunle for $2.798
per issue or $22.00 per year from the U.S. Government
Printing Office, Wasningaton, D.C. 20.04 A chr b o
money order made out to the Superintendrut of
Documenis must accompany a.l erdets.

Employment and Earnings also provides approxima-
tions of the standard e:rors for the ho ischald 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. awn from Lz
establishment survey and the actual amounts of revicion
due to benchmark adjustments are provided in tables K
through P of that publication.
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Table A-1. Employment status of the noninstitwtionsl populstion

HOUSEHOLD DATA

[Mumbert In thoumnd)
- ot ey eljurted ety sljmant
—_ Eploympet s Jan. Dec. Jas. len. 3ept, oot (L1208 e, Jan,
1899 1373 1930 197) 1479 1374 RPN 1979 1990
Y2, uE ) 169,308 155,101 | To2,4ud] 168,130 164,£32( 164,A98 | 105,101
2,094 2,009 2,092 2,092 2,019 2,081
103,351 | 162,89 162,012 152,589 162,309 183,04y
100,867 123,844 109,434 10),52] 103,949 198,22y
L2, 01.8 ©).5 o, ©3.9 PN
8,018 au,047 47,508 w,408 47,912| 97,434
36,1 59.5 59.4 59,3 59. % 50
2,70 2,994 3, Jos 1,138 1,359 3,210
S1,67) ] 45,052 2,150 14,223] 94,5%1 ) 9u,550
6,471 5,81, 5,95C v, 084 6,047 6,925
L} 5.6 N 5.5 “.9 .8 5.9 0.2
S9,487| 3,925 no,A22| Sm,z92! 53,519 58,427 ss8,810| s8,7m
79,59 0,035 76,235 70,487 10,594 70,093
WA, 900 40,047 62,322 nA,R0NE 63,940 | AY,047
sa,0e6! 4,813 54,735 54,739 S54,781] Su, 55
79.3 9.1 79.5 0.5 T9.5 19.4
52,318 41,504 52,453 52,378] 52,878 52,209
74, 72.9 4.7 Tuo Tu. 3 1.9
2,292 2, 160 2,1 2,438 2,427 2,347
50,063 w3,5u43 SU,0 78 w9,936] 50,351} W9,R9:
2,01 3,19 2,2R2 2,335 2,102 2,577
b . 5.7 “a2 “. . a7
13,422 1e,27] ve,uale 11,197 19,095] 14,155 14,192
78,337 27,886 77,7730 70,337] 77,2450 17,424 1v,su7\ 00| 72,77
16,220 17,562 77,056 16,4270 17,124 77,39 17,426 77,56 77,855
34,154 4u,3571 3s,80d | 38,207 29,239 19,32 3i,uss| 39,u59| Js,a78
53 51.7 51.) 50.1 5C.5 50,9 969 51.1 51,4
35,943 ( 37,954) Lr,uer o o3e,012] 37,3750 e 17,2481 33,4021 17,57
%7.2 “E.9 GH Y 7.2 w0 7.9 8.0 98. 2 49,4
651 “ht w37 5% 628 o2 $32 Se0
35,548 37,487] 7,03¢| 5,416 34,642 6,036 15,820 17,08
2,300 2,104 L] 3, 19% 2,168 2197 2,257 2,108
6.1 5.4 6. ¥ 5. 9.5 5.6 5.7 5.
18,073 37,485 37,79 g, 02! 37,889 17,981 37,481 1,778
Soth wwe, 1610 yees
Totd noninstitutionsl popdation’ . .. .. . 10,725] te,018) 16,827 10,7250 16,8551 18,059 16,8u8| lo,el8| 16,627
Civilan rosmstiasionel popdation’ - N 16,420 16,328 e, 117 Te, 400 16,167 16,170 16,160 18,320 15,317
Ovlian tabor forom . .. ... 1,37 (ORTAl o, 115 9,001 9,52C 3,071 9,498 9,559 9,097
Particspetion ot 54,1 56.1 53.% 58.4 S8, 2 57.9 A, 1 S8, & SA.2
A . 7,3L0 1,759 7,200 8,4:1 7,878 7,919 7,986 8,032 7,952
Emglay ment sopulation ritie® ad.u L. 6 ar.3 “g.L %7.9 %74 ¥b.u %8, a8
Agradturs . vee . 220 27 215 jul 159 SRS 115 350 Te8
Monegottursl mdurmes . . . 7,10 1,522 ©, 910 7,789 7,617 7,508 7,661 7,842 7,608
Unemgtored .. o . 1,515 1,201 1,554 1,52 1,840 1,554 1,512 1,527 1,585
o . . 1. 15.3 1.4 To.u 16.2 16.4 15.9 .0 to.3
ot n febus foroe . 7,975 7,168 7,601 6,737 6,847 5,897 6,862 §,767 6,R20
whine
Tord noninstriutions! popdation 142,357 T, 207 tiw, @20 | 16z, 35 183,821 143,937 149,101 ten, 267 taw,w21
Civilen nomnstitutrons! gotukation 100,08 0| 142,685 142,006 | 140,687 | 191,941 | 142,296 | 142,861 102, €8%| 142,000
Crviien tobr foros . £1,998 | 31,303 wo,950 | 8v,973| 91,002 | ar, w7 | er,282| si,57%] 91,852
At mton e . 831 e ©3.7 LR 6.3 o4, 04,0 b, 2 o4, )
E I . 83,950 | 80,993] 85,420 85,434] Br,425] K,eSu| A6,571| do,d9n| AE,8y5
Empioyment popuiation o’ 59.9 6.1 59.1 ho.d 80,2 60.1 1 0.2 60.2
o ... 5,014 4,916 5,51 8,510 4,657 4,69 4,07 v,685 4,957
Unemmgloyment rate s.7 ERRd 6.1 S 5. 5.1 . 5.0 S.v
Notinieborfores .. .. . .. L L 51,695 51,13 31,856 50, 710 «€3,899 51,18y &1,219 51,080 50,95%
Bock ond other
Totsl noninstitutonal popdation” . 20,047 20,671 du,Ldy 20,037 J0,4r4 20,501 20,530 20,01 20,6080
Covtion romm mitvtionel posstion’ 19,6700 20,761} 20,216} 19,670 20,032 2u,070] 0,128 23,163| 20,210
rvidien lakor force .. .. viper | o2, 02,238 te,vet | o vzguoa | 12,502 12,331 12,000 12,483
Partcipation rew . I 60, % nl.e ©0.5 81,5 1.9 vl.d nl.6 81,7 el.o
RS 10,440 | 11,0541 10,725 ) 10,736 11,063 11,078 | vs,0ua| 19,026 10,97
Employment poputetion retic? 2.2 516 51.9 $3.¢ e, 3).9 537 53,4 811
1,197 1,321 1,51 1,365 1,181 1,41 1,187 1,408 1,87
Mot rem 7 10.7 12.4 1.3 1.8 . 10.9 1.3 1.8
Nox i oot fover. . 7,792 7,789 7,97¢ 7,509 7,628 7,567 7,717 7,731 7,761

! The populstion snd Armed Forom figurm sre ol sdiusted for semmngl verissers. tharetore,
el rumbens woeer in a unadhurmd wnd wasonelty et ochenen.

. * ;hum-n-—du—w..‘-*u—
orom)
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HOUSEHOLD DATA
Table A-2. Major

INOULTAY®

occupaTion®

Soth sexm, 1819 yeens
Siun, 30 yeary ored over
‘Women, 20 yas and over
Both wam, 1618 yeors
Cratt and hircied workis
Operstrves, sacect brarpoct
Trarwport squipment aper stive

P time workary
Nonag it priveme wage o0d selary workans*

ack st other, 1ol
Unempiored 16 weeki snd omer
Labor toron bme lom? ...,

Fult-ime worksey

Whata, o1l
o,

Wy indumtry sewens ouby urmployed wugs end selery warkars.
4 Inchuten mining, not Shoun epersely

? Agwegrn hours lant by ¥ unamplorsd and Benore en part e fer ek reere ® ¢
* Uneplovment by accupeton inchudes o expedenced weemploved penoms, sharss thet by

T Unemgloyment row celadewd o § peroset of civikien laher kece
ervent of powntinity evellabie labor force haun.
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Tedle A-3. 8 d employ ind
iIn o]
Nt ey tjuind Suasenetly sifwsand
Slosard evtagartes Jan, Jan, Jan. Sept., Cct. %os. Dec. Jas.
1979 19%0 1979 1579 1979 1979 1979 1980
94,430 du, 145 92,157 97,504 97,474 97,608 97,912 97,894
51,057 55,251 Sb, )26 96,710 56,629 56,580 se,71n 56,086
19,173 40,891 13,90 49,750 w0, AR5 81,029 N, 179 41,318
34,702 11,162 10,199 19,198 19,124 38,345 38,928 38,749
22,8¢ 25, 22,372 24,77 22,919 22,940 23,027 21,111
45,337 50,391 an, 304 W3, 16 «3, 728 99,912 29,911 50,313
14,076 15,890 19,734 15,180 15,057 15,121 15,272 5,337
2,32 15,619 13,312 14,659 19,639 1,617 10,35 10,608
5,852 6,271 L, 048 6,181 b, 261 €,362 ©, 346 5,852
17,257 17,951 17,200 17,781 17,802 12,758 17,915
3, 32,400 12,290 12,206 32,10 12,102 31,8E2
12,470 12,881 12,107 13,001 12,904 13,044 12,810
19,804 10,519 30,054 13,967 10,7¢3 11,042 10,678
3,08 3,509 3,651 1,59 3,629 1,635 3,816
8,294 8,211 4,10 0,63 a,590 4,58 ¥, 77
12,58 12,738 12, 17 17,937 12,399 12,970 12,979
2,187 2,250 2,788 2,895 2,M4 |, 2,69 2,660
MAJOR INCUSTRY AND CLASS .
OF WORKER

Agrcadrurs
Wage snd salary workeny PN I PR T 7 1,154 1,447 1,399 1,381 1,475 1,651 1,028
Setfemploped mortes . . ... . . 1,446 1,48 1,964 1,642 1,602 1,622 1,5% 1,558
Urowd fomdly workers L L. . 174 19) 295 128 m 210 9 293
Wog wd mlary worken 84,857 45,135 86,029 76,912 66,482 81,220 7,384

$5,43¢C 15,534 15,251 15,407 15,421 15, 358 15,197

Privee iooatres ... . ©2,427 70,820 10,778 71,505 71,559 71,662 71,987
Preoehoumboids . 1,189 1,062 1,207 1,313 1,261 v 1,228
O industoms ., . 66,258 69,738 69,531 70,992 72,1298 10,889 70,759
Saitempioved workery P 6,372 6,624 6,497 6,710 6,832 6,789 6,737
Unped famity workers e o g 15¢ 4] (T3] % "7 1)

- . PERBONS AT wORK '

Noneyr cuttr sl inuines . 37,37 49,206 87,520 #8,7:1 28,618 A%, 617 89,180 89,453
Pl oew e, . 71,048 72,857 72,170 73,159 71,204 72,397 73,117 73,223
Part tima bor seonomc masom - 1,03 1,0% 204 1,167 3,18 2,392 3,519 3,512

Unsslly work i imme L. L 1,29 1,591 1,252 1,273 1,356 1,013 1,589
Unsally work parttma . L. 1,740 1,748 1,951 1,854 1,961 1,979 1028 4,966
Part e for noneconomic ressons 12,425 13,970 12,191 12,397 12,119 12,229 2,528 12,718
! Exchuies Barions “with & Job Bul hOt st work™ dunng e auwey period for mch
eas0ng o vacatvon, dinem, Of MAUTU ol SrputeL
Table A-4. Duration of unemployment
[Nambers in thonamnch]
ot mesonalty dusted Soanncly sdpard
- Jan. Jan. Jan. Sept. oct. Wor. Dec, Jan.
- 1979 1980 1973 1979 1979 1979 1979 1980
DuRATION
Low then § wasks . . 1,93 31,506 2,151 2,170 1,955 2,919 2,916 3,108
#1014 waeks. . . e 2,102 2,128 1,501 4,015 1,961 1,089 1,968 1,907
15 wasks and over . . I 1,25¢ 1,409 1,229 1,352 1,195 1,191 1,210 1,118
fwowants . . EER 7719 871 738 (11} 674 660 m 795
Dewwawdow . ... .- . sn 516 s 508 17 N 519 539
Avorwgs (moen] durstion, in weeks . . . 0.7 10.1 th2 18.7 10.5 0.6 10.5 0.5
Medon dration, I wesks . . L L 5.6 5.9 5.4 5.8 5.9 5.3 5.9 3.2
0.0 W0.0 100.0 100.0 100.0 100.0 100.0
87.2 9,8 86.9 el 8.8 a7 €
J2.1 30.2 2.8 2.9 31.) 22.2 29.7
20.2 20.0 21.0 19.5 19,9 20.1
12.1 12.% 12.1 1. .0 ¢
a.0 7.6 B.9 8.5 8.9 8.5

66-785 0 - 80 - 2
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Teble A-5. Reasons for unemployment
i i Woysersd]
Moot sty adpustnd [
[ fap. Jan. Jan. Segt. cet. hov., Tec, Jan.
1319 1980 1975 1973 1979 1379 1979 1980
NUMBER OF UNEMPLOYED
1,008 3,709 Zouut 2,632 2, 2,710 | 2,728 2,583
1, 12¢€ 1,550 752 355 929 * m 1,018
1,902 2,179 1,089 1,11 [T 1,742 1,244 1,969
941 818 993 a2s 8)s AU 200 179
1,751 1,822 10 1,700 1,762 1,694 1L,m 1,797
see s 824 101 Aty 738 858 an
100.0 10,0 100, 3 120.9 190.0 129,90 130.0 190.0 -
av.u $2.9 1.5 @).7 L] 45.8 e, v .9
1.8 22.0 1.9 a2 15.2 1608 15,1 16.0
24,8 13,9 28.7 29.5 9.4 29.0 2.0 30.9
14,7 1.6 15.3 1.7 1.6 (I8 13.0 12,2
27.3 25.9 29.2 29.2 29.7 28.3 28,8 8.2
1.7 9.6 1.0 1.3 1.0 2.3 1.9 12,
UNEMPLOYED AS A PEACENT OF THE
CIVILIAN LABOR FORCE
3.6 3.6 2.8 2.5 2.8 2.6 2.5 9
— .9 '8 a e e s e .1
Reorcrarts 1.7 1.8 1 7 1.7 1.6 1.1 [
Newarown . ) N .8 .4 .7 . .8

Unemployment by sex and ags, seasonsily adjusted

Moriear ot
wnampioved parvens Urempiey maert roms
(1 Whononed
L2 ] -

. Jan. Jan. Jab. sept. cct. Kav. Cec. Jan.
1973 198 1979 97 1979 1579 1879 1980

5,904 6,025 5.8 5.8 5.8 5.9 6

T 1,545 16,0 16,2 15,9 16.0 16

761 764 18,6 16.9 17,3 18.0 19

m coM 13.8 15.6 a7 s 1"

1,322 1,554 8.7 8.2 8.8 9.8 10,

34032 3,126 .9 i 4.0 3.8 3

2,57 2,418 (] 4.t a3 [ ]

e 512 3.0 2.9 .7 2.7 1)

2,997 3,192 5.1 5.2 .2 $.2 5

L3 16,2 16,3 15.8 15.6 15

u2s atg 19.2 16.7 1.8 1.9 19

401 399 11.7 15.1 1.0 13.6 M

686 aso [N 8.8 3 8.8 9.0 "0

9,419 4,719 2.2 3.3 3 1.5 3.2 3

1,219 1,410 1) 1.6 3 3.8 Ja 3

262 ERLY 2.9 2.8 2 2.6 2.6 3
2,907 3,030 6.8 6.6 6.9 6.6 6.8 6.8
12 730 15,7 6.4 17.2 16,1 16.4 16.3
e 3se RN 1.2 19.8 16.7 18,0 19.1
170 k22 ] nm.a 15,9 5.6 5.9 15.5 18,2
636 €98 9.1 §.6 9.7 9.3 10.2 9.8
1,553 1,607 5.0 .6 .9 .7 7 .“s
1,371 1,408 S.8 5.0 5.2 5.0 5.1 5.2
182 198 3.2 .9 e .9 2.9 3.
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Table A-7. Range of unemployment measures based on varying definitions of unemployment and the labor force,

seasonally adjusted

Mot
Ouartarly swee spm Mnty dove
~ kN 1975 980
N Massurne 1478 1976
1Y t 11 {rir V] xv [sov. [pec. |Jen.
Ut Pary '-'M|l~ gt puroem of the
e b form e . Coaed n2 e .2 (] 1.2 1.0 1.2 1.3
U 2-~Job loswrs 43 & parcent of the civilien abor Sorce . 2.8 2.4 2.0 2.5 2.6 .6 2.6 2.9
= Unemplo af the cmihen 4
v uwo::ﬁ?-::-w”m”m R . IR 3. 1.9 3.9 3y | s.c e .2
—~Uneenpioyed FuRAume jobsesk ers g & parcen of the full 4ime lebor
frr L AR . 5.2 5.2 5.2 5.3 S.u 5.4 | 5. %7
LS Totsl wmampiored ¢ paroemt of the crien leber
»M-—n‘l“ R - -‘ ................. 5.8 Sot 5.8 S8 5.9 S.e 9.9 Rl
US—Totat full4 me pobesetars pha % part-time jobwsekars plus % total
0n pBrt i for #COnOmRC reetont 21 P aant of the lien
Iobor force bemt % of the Gmet-tume lebor foroa . . T2 7.2 7.2 7. .4 7.4 7.5 7.8
U7 —Totat hll-t1ma pobarsh s phes W purt e fobesekrs s K toral
o part tma hor economec reseont pha e a8
wwlﬂmsmmuunm.umn_
% o the part e b Fovce JESTEON 3.0 7.9 8.0 8.0 [P Y RN I AU PO Y
NA = not svasiable
Table A-8. status of the 1l by rece and Hi origin, not [} ) d
(Number )
Tow white ) Sach! Pepors crgn?
Emgoyment sute | P
Jan, Jan. Jan, Jar. Jan. Jsn, Jan. Jaz,
1519 1930 1979 1980 1979 1980 1979 1980
) TOTAL -
Creilian nonmstitutsonal pomdation 160,357 {163,020 | 180,¢8) (142,806 | 10,855 | 17,240 7,477 8,03
Coeilion abox forer 100,867 [ 103,148 | 26,983 | 90,350 | 10,088 | 10,339 o, 748 5,159
Prcent of pooulaton 2.9 3.3 63,2 037 59.9 ©C. 0 535 b2
Emplayment ML,uH6 | 96,145 AV, 950 85,020 8,822 a.wu 4,128 .,665
Agcutrure 1,702 2,182 2,498 2,51¢ 216 2 30 19
Moray cuhe sl wdustries 91,671 | 93,362 [ A1,e52 | 87,905 | 9,600 Al | €151 .
Unemotoyment 6,431 T,08) 5,033 5,513¢C 1,2ty 1,351 w23
Unemployment rau 6.4 6. 5.7 6.1 12,5 n. 2.9
Not n Lobor force 57,487 | 59,812 [ 51,695 | 51,856 | &,767 6,901 2,730

" Outa reletw % Biack worken Onty According 10 O 1470 Caneus, they comoriesd sbowt 8 per

omt of the “Ylack and saher™ popadation g

1 Dets on persore of Hisperna: orgin ant tabuleted sowrswhy, Without regerd W race, whech means
TNt ey oy 080 Inchuded in the deta for white and black worksn At e tene of e 1170 Crwe,

98 parcant of e
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Table A-9. Employment status of male Vi a ve' s and by age, not ssasonally adjusted
(Numben m thoutanda)
Chwitien labor fores
Cralan
- noninatt
Pormnt
Veween e nuvanad Tout Empioved o
nd o popuianon Number abor
forsa
Jan. Jan, Jan, Jan. Jan, Jan., Jan, Jan. Jan, Jas.
1979 1930 1979 1949 1979 1980 1979 13P9 1379 1580
VETERANS'

Towd, 20 veos g owr 1483 [ 3,588 § A,020 | 4,117 1,558 7,025 u)9 92 5.5 (]
Lo vem . 619 [T} 589 a2 L 118 Al T 138 16,0
e T 7017 | 7,207 | 6,758 | 6,928 | 6,810 6,530 328 190 [ 5] S.7

2610 20 yuan 2,010 1,825 2,002 1,718 1,869 1,55¢ 131 102 6.0 9.8
B0 H e 3,547 1 1,60 1,020 1,507 3,285 1, 19 13 154 4.0 4.
1030 ot 14371 166 | 1,335 1,699 1,276 1,625 s9 7 w e
40 vaars ond over 137 an 681 781 oSt 751 1 n w. N
NONVETERANS !

Tout 25t 39 yan 19,159 | 15,076 | 13,431 [1a,300 (12,807 | 13,50 674 " u.8 5.5
2510 0 yeny o v,ul? 6,896 6,022 6,521 5,666 6,135 15¢ 198 5.9 .1
W0 W ysan 4,064 | 4,19 1,904 | 3,175 | 3,782 3,901 152 232 s 5.6
WoMWvews . 3,678 | 3,930 3,505 | 3,005 3,399 3,483 18 152 1 “.2

' Vietnamera v e s those who served batwsen August 5. 1964 snd Mey 7, 1975,
1 Mormetsrans iy mabes who have never served in the Armed Forces Aubiiched data ra it
To thom 7530 ey of agn. the group that mort comly compponds 10 the buik of the Vetnemans

wetaran populaton
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Tobls A-0. Employment status of the noninstisutional populetion for the ten largest States
MIMI
ot wemnalty adpusend Sovcanaty mipned
Bte ond s oy mans st Jaa. Dec. van, Jas. sept. oct, 20v. Dec. Jan.
1979 1979 1980 1979 1979 1979 1979 1979 1980
Comternn -
Cimban nomiutionst pogulsnion ' 16,579 16,925 | 16,95 { 15,578 | 15,836 | 16,866 | 16,095 16,954
Comtan latuor force . 10,835 [ 11,195 | 11,065 | 10,841 | 11,08 11,123 | 11,135 11,07
10,083 | 10,521 | 10,338 | 10388 | 10,375 | 10,425 | 10,858 10,48
Unemplored 782 675 127 892 706 698 817 ]
Unemplaymant ot - . 1.2 6.0 6.6 6.4 6.4 6.1 6.1
Paride -
Comiian nonmeiiubone! popuiston s ] 6,668 6,852 6,870 5,661 5,798
Crvwian lobor force 3,780 2,768 3,757 3,816 -/ 3,813
Emgloyed 3,485 3,569 3,50 3,548 3,588 |
Unemgloyes . 5 199 213 268 bES]
Unemploymen e . s s.2 5.7 7.0 5.9
ook
Gviian norvetvunonel popuiation’ 8,21 8,205 8,290 8,2 8,266
Crevan labor fovce .| s.263 S,e18 5,428 5,303 5,371
Emglayed £,960 5,135 s, 002 5,036 5,006
Unengloed . . 303 139 .26 267 325,
Unemployment st 5.7 .2 7.8 5.0 6.1
]
Cruikan nonmsttunonsl pomiston” | 3% 4,289 4,193 4,350 8,377
Coian tobor faren . 2,902 2,852 2,00 2,901 2,930
Emgloyed N 2,681 2,703 2,648 a,m 2,743 .
e mployed 219 ws 8 8¢ 187
Unerrghoyment raw 1.5 5.1 6.4 6.2 ()
Mg
Cirlion nomestatanel popdsnon ' 6,683 6,755 6,782 6,68 6,732 €, 740 6,747 6,755 6,762
Civlan wbor lwes* ., 8,250 4,323 N, 266 %, 270 8,338 ., 383 LELLY 4,385 %,203
Emohoyed 3,909 3,955 3,027 3,957 3,988 3,978 3,987 3,968 3,875
Lnemploysd . 381 168 419 33 s 367 357 377 a0
Unemploymant cow .. 8.0 8.5 10.1 7.3 8.0 8.5 8.2 8.7 9.5
Whow Jareey ﬁ
Crkian nermin o potn’ 5,478 5,532 5,536 5,478 5,516 5,521 5,526 5,532 5,538
[ 3,505 3,590 3,579 3,536 3,546 1,585 3,526 3,568 3,597
Ergioyed . RN 3,3% 13,3 3,285 3,326 3,101 3,279 3,35 3,3
Unemplored . 262 F 258 %1 220 248 207 233 229
Unempiovment rate 7.5 €.0 7.2 7.1 6.2 6.9 7.0 &5 6.9
T Yot
Crwilian nanmtdutond popeton’ 13,260 | v3,290 | 13,298 | 13,268 | 33,202 | 13,287 | 13,290 | awmaew | 13,298
Covtlan Iabor horce 7,980 g, 4,049 8,008 8,020 8,013 8,117 8,11 8,068
Empiayed 7,363 7,546 2,376 7,837 7,438 7,551 7,525 7,040
Unempdoved 617 565 873 583 579 566 $89 624
Unemployment rate 7.7 7.0 8.8 2.3 1.2 7.0 2.3 7.7
Oy
Curtlun nonmtltutionst pagtsiion 7,889 7,944 7,949 7,889 7,925 7,93t 7,937 7,904 7,949
Covitan [obox forca - (KT 5,082 4,998 5,047 5,003 5,002 5,033 5,069 5,062
Empuoyed 0652 4,815 4, 645 v, 738 8,758 4,726 6,743 .75 ., 783
Unemgioysd 330 267 349 299 207 3t 290 298
Unemplayment vame 5.6 5.2 7.0 5.9 S.7 6.3 5.8 5.8 6.3
Peneoytvenia
Cinian fommttonat posutenon ! 8,876 8,920 8,925 8,876 8,903 9,909 8,920
Contan tabor borce . 5,213 5,331 5,132 5,324 5,307 5, 331 5,308
Emoloyed . 0,897 4,978 4,9% 4,977 8,983 «,502 v,930
Unemgioved 37 ELT ate 37 Jen 429 _ 3%
Unemglovment rave 7. 6.6 7.8 6.5 6.9 8.0 7.9
Ton
Covilian mommstitutionst population ! $,373 9,618 9,607 3,373 9,560 9,580 9,599 9,61 9,637
Covluan labor foren 5,127 6,327 6,385 6,151 6,337 6,315 6,329 6,382 6,385
Empioys 5,856 6,102 6,018 5,903 6,087 6,061 6,062 6,092 6,060
Unemployed mn 226 127 208 250 254 267 250 105
Unempioy ment case [N 3. 5.2 a0 .9 2.0 V.2 3.5 4.8
' The papuleson papuletion gurm wy NOt adid for monsl varetions, Werviors, identical rumben HOTE mm-mmvuhn-uuav-m-vuﬁmwmwmu
oo In the uredhusmd 170 e samonally sdhoned columea. letast 7878 populetion sstimetes for the States Thews reviasd axcimatss wers used to dwweion sesaonally

* Thee oe e officid Busm of Litor Sadeios” estivetr e in Sw sdrenitration of  Wharted deta for 1978 and seasonel factors W be ueed in 1960 weing the X 11/ARIMA methodalopy
Federsl fund aiecsden progreve.

~
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Table B-1. Empioyses om measgricultursl payroils by wdustry

(b thousenca
ot seasoastty sdpusd Sasvomnty sdpssted
.
Jen, N, DFC, | JON, p | I8V, sFeT, | act, anvy o
o 1979 tere | 1988 1079 1e7e | 1079 1er% 1918
B R I S — Lo
TOTAL L AT.128] 90,002 | 91.60¢] 89,17A A, 8%3 (A9, AaY 29,982 |ap,qun Jea.2n1] un.sa
G000S PROCUCING . 25, 071] 2n,829| 26,59A] 25,950|26,302 [P4,593 26,572 |2 81y n.au‘i 2h 268
MINING . . o1a ke Qs ez a7 ary ete oy Py Q04
CONSTRUCTION 3.90m]  a,AT0| a,1on| 8,305 4,097 | e.471 | 4,80 PRIT ._,..,.1 IS
,
MANUFACTURING . 20.783] 20.98n| 20,008 ) 20,077[20,050 120,009 (20,89 |50 a3e (20,8050 20,an7
abrb Veio1n| 18,050 10,0001 1a,A73 /15,085 18,997 |10,49a 1ai820 1ala1y, Yagnae
OURABL€ G008 . 12.501] 12,080 | 12,008] 12,518 12,080 112,737 [12.0880 {1g 5ay 1y 1n' 12,594
R . ainta| miennl mjans| ae22) o,nas : Sl | aiare (2NN TS0 iy
1 |
N - , Tan,9 | 758 The 1% i 7“L A
F wniturs and Hxturm 2 ane b4 aea ana
Siona ey, 30d T12,9 TR 709 i Taa 702
Prmery mcd ndustrien . 121807 [hle2%e | 1,228 12880 3,208
Fabocated metal products . 1o738,2 1a716 | 1,72) (RS 2N T
. axo0pt dectrrcal " 2,49 2,002 2,479
Emctric 80 elect one sauipmnt 2,117 24102 2%
Traraportston eauipmant 2008 2u00a1 1,987
rutruments snd re‘sted products (344 son 2a0
Miscatianecus memstacturing e asy [1¥)
NOMOURABLE 00008 . . n212 272, R27)
Producton worten . Se1 5,913, 5,987
Food #nd kindred producn 1,001 147880 1,702
Tobecco menatecturers * N |
Textde mef products ara way | L33
Appwel and cther Wxtle products 1,208 1,299 1,02
Pacw anct sied poduet e 714 1148
Printuog snd publnnng 1,285 1e2ne] 1,271
Cruvacahs ang allid products Teate tertel 1,123
Prtroburm and o prodets 218 21 217
Pt 4D . planecs Foducts 751 708 7ah
Laather and leathwe products 238,7 293 20> e
SERVICE-PRODUCING . 81.457) 86,071 68,002 83,217 82,051 |A3,210 | 83,810 43,567 (AN,S577) A3.AM
TRANSPOATATION ANO PUBLIC -

UTILITIES s S,0100 5,255 8,237 $,173[ §,071 | S.180 | S.210 1 5,229 | s.208| S.2%e
WHOLESALE AND RETAIL TRADE 19,785 20,580 | 20,923/ 20,17519,085 [20,109 | 20,203 12q,308 120,248 20,378
WHOLESALE TRADE . . Canbal €281 [ 6231 €,207) §,102 | 5,190 ] 3.200 | 5,235 | 5,222| s5.200
RETAIL TRADE . T0,899] 18,320 ] 15,688 16,483 118,979 (15,030 45,073 (15,020 15,110
FINANCE, INSURANCE, AND REAL ESTATE a,M20| 8,020 ;n3¥8| 5,030 a Men | 4,907 | S,01A | &,p3e | 5,088 5,073
SERVICES P boree3Ss] 17,21 [ 37,273] 17,0830 16,670 {17,191 [ 174257 117,298 117,30 17,418
GOVERNMENT . . 16,500 15,920 15,030] 15,756/ 15,877 115,673 [ 15,678 15,833 15,701 | 18,732

FEOERAL . . 2,730 2.tea | p.arel 2.788| 20158 | 2,702 0 2,770 L a7 | 2,770 2,72

STATE AND LOCAL 12,7700 38,188 | 17,0800 13,002( 12,710 112,911 12,900 [12,022 12,930 | 13,9%0
proretimnacy
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Tabdle B-2. Average weekly hours of production of nonsupervisory m.u.' on private
nonsgricultural peyrolls by industry

Sy
ey, | OCT, woY, OEC, Jan,
197¢ 197e 1ore 1979 ® | qenn

TOTALPRIVATE. . ... .. ... 18,7

MIMING .. 3N

CONSTAUCTION ... . . e 7,8

MANUFACTURING . . ... .

RANSPONTATION AND PUBLIC
unumgs L. . . 0,2 30,6 a0 se.e
WHOLESALE AND RETAIL TRADE . ..... 32.9 AL 32,8 32.8
WHOL ESALE TRADE .. . 39,1 34,3 30,7 38,7
RETAIL TRADE o . S1,0| 20,7 3e,6 38,
FIRANCE, INSURANCE, ANO
AEAL ESTATE . .. . ... 16,0 1.0 38,8 38,4 38,3 38,8 38,2 1,9 36,4 36,3
SERVICES . .. . N I 32,0 I2.4 2,8 32,4 32,8 29 32,8 32,7 32.¢ 32,4
' Dts relete 10 BroOUCTION WOrRe in anirng Bvd Menutacturing. 10 CEELrUCHON workers I conEtrcton. and "0 worken whohumle and
fotal trace, feance, inecrance, ore el astate, end Tervices, These Sheus scooutt for four e of on privew pryroi.
# » preliminary
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'
Teble B-3. Average heurly and weekly of p or Y werkers on privete
nonagriculturs! payrolis by industry
Amrags Mty swrving Avirngs wosky ameieg
oy g, | oeny, ec,, | o | osan, | owev, | oee, | aaw,
1ere tore ' 1980 1979 187 19707 | gone *
TOTAL PRIVATE . 226,04 5229, 88 1224
Somorally sdiased 229,90 227.77| 22m.am
MNNG L IN0. 40 3A2.81] 370 32
CONSTRUCTION e 310,%1] 306,78 354,6n! 3va,50
MANYF ACTURING . P PR 200,28) 2¥7.10] as,3] 277.%y
DURANLE GOODS PN . 2A3,43| 207.a%] 309,48 207,78
Lumoer and wood OIS ... * 222,92
Furniture end fixtures 108,52
288,00
383,74
1l

Fabricated metel procuce
Machinery. a0t e ool . s
Ewctrc and siectrones mouspman P e

Tearaportation eqwoment .

NOMOURASL £ GO008 .

Food and bindred producs . .
Tobeceo manutacturen.
Textile maft products.

TRANSPORTATION AND PUBLIC UTILITIES
WHOLESALE AND RETAIL TRADE

WHOLESALETRADE . .. . .. . . ...
RETAIL TRADE . ., .

FINANCE, INSURANCE, AND REAL ESTATE v
SERVICES fe e

312,08
158,72

237,31
133,48

148,73
180,08

188, 7t
302,80
187,23

758,87
140,08

197, 2¢
180,60

3N

170, 09|

280,81
182,68

1e0,47
123,08

2 a0
166,2%
33n, 58
180,588

255,88
188,10

208,93
1A3,06

! Sew fpotnom 1, waie B2,
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Table B-4. Hourly eamings ivdex ‘ot prode-tin-

nonagricuitural payrolls b
(1967 1001

A0 A

Industry

“TOTAL PRIVATE NONFARM

Currens dollan
Connant (1967] doacy

MINING

CONSTRUC T4ON

MANUFACTURING

TRANSPORTATION AND PUBLIC UTHATIES
WHOLESALE AND RETAIL TAADE

FINANCE, INSURANCE AND REAL EFTATE .

EFRVICES ™

I opan,m
-

D 1 2
FIY 2.,
te | yes
¥
220um V avris
pes | s
2921 | 2ns,0 |
23,8 | 223y
225,10 | 2180
200,8 | 252,
217,17 | 225,40 ‘
202,4 211,58
2%, |

21

T3 arapervisory workers ' on private
. i nalty adjusted

ESTABLISHMENT DATA

o T T T
Dsesr, {nev, [ rov. o oFc, 'i J p T T D
[EYLIN IR AT AT 1979 | 1979« [0EC. 1979«
| 1 1980 JAN, 1980
beme b i [
I ! :
: ; -
S ce e aas P oavey 2,2
1049 e ted, |‘ 13,9 1 (3]
Panat | open Jan,» ! 1.3 -t
22u,3d pra oy Loas L] -5
AVRLT 2y 200y 218,79 . 2
255.8 | 2%5,* ! 28A 9 251,0 a8 7
221,0 | 227,40 | 229.8 233,2 7.1 1.8
2184 | 20%, 1 2162 . 257.5 7.5 N
EALRCSNAFALIE SFLFIC B N N A 7.6 ..t

1 OSEE FULINITE 1, TAREF a2,

@ PEUCENT CHANGE v RS au,5 FRNY CRCFUMEL [OTR TN PFEE%RFE

B SERCENT Coannr

WA 7 ot sadable

FTCREPE A TN Y 1

1Q7R 1 pEfE ‘bW 1379,

1879, Tuf

LATFAT WNNTM BVATLARI F,
TaE L ATFSYT MUNTN AVALLAALF,

Pprelimingry
NOTE Ml.ﬂ“ﬂl'lewmldd?mnaﬂﬁln“.'hwﬂlummﬂwwn-o‘mml'tmdle M overume
Bremiumd in manutaciusing (the onty sector PwMu-..inmw-lmﬁmuwmwmmdmmmmﬁmm\w”m:
Table B-5. Indexes of aggregate weekly hours of pr or visory workers, on private
nonagricuttural payrols by industry, sessonally adjusted
[1987-100]
1979 . 1980
Industry diviwon snd oup T “‘(’_""""‘ T N R T T T T T
Jan, (FE8, | war, |apr, | way louwe |suey |aue, {semv,locr, |vov, joec.”|oan, °
TOTAL PRIVATE . |, .. 124,84 (124,7) 125,7]123.86/125,0[125,7(125,7(125,%5 (125,9(12%,8(126,3|128,7|126,7
GOODS-PROOUCING 190,3(100,2: 111,3(206,8; 1£0,3(110,1/109,9/109,a(189,7(100,0/t08,7[108,8/110,5
MINING 152,0/152,5/ 152,5/152,0) 151,6[152,5|1an, 9| 156,97 11574 156,115, 0] 182.3] 183,8
CONSTRUCTION 12,9 126,72 132,70020,9, 133, 7 138,4]135,9(178,5 [t35,4132,7(133.7{137,1 | 1008
MANUFACTURING 105,68 (109,8) t06,0/102,0/108,7[10a,31108,4;105,3 [103,a (103,01 [162,5{103,2{103,3
DURABLE GOOOS IO;.I 109, 9] 108,3(107,9{107,91106,8 (107,71 106,2(108,3{108,7 105,4
11%,9118,9 113,3{112,7 111,91112,3 /113,06 (113,3|110,1|108,9[108,7
Lumber and wood M .
Fronmar vt 10,8 tos,1 1050 M:f: s 108, (08,8 wsl: 106210604 na:g
oducty 02, ERYLL({219,00010,50019,8 111, 2:11078 110, a{111,1111,
e 100.1 |100,3 X IK) ar.al 95,91 953 | o0, ..
Fatorcated metal o oducts 107,06 [108,7! 106,86 1an,7/the, 8 18
Machnery except siectncal 115,8(117,0 1t.a 11a,0/118,2 1
Eleciric arad clect nmse squipment 108,6(107,8 (08,2 108,5 104,7 14
Trampostatinn equipment 105,9 [1n8,9 102,06 90,4,100,3/102,6 98,8
Irstruments an related products 1°8,21120,4 128, 1 (128,48 (2R, 127,2 ton,8
Miscrllaneous manulactunireg induetry [102,3(101.7) 101,7( 97,5 98,7100, !‘wo RATLEN 101,4
NONDURABLE GOOOS 100,37 oouni 10,1 97,a 99,5] sa.1] o9 y| an.2| an,1( 9a.5] «an| 90,6
Food and kindead products . | 9ALE| 97,0 9A.1| Qe A 97,0 Q6. A 95,9 93,6 | 95,6 4s,.1) %4,5| 97y
Tobacrs manatacturtrs [N 0.0 13y Tsie] TeLs 73.0] 88,7 7008 u.-Fu.: w61
Texte mull poducts 91,91 00,3 90,81 As,7. ReS AG A R9,0 | RO, 8| 90,6 01,8 92,1
Aoparel 30d olter textile products 01,0 90,3 A9,9| me.a! 29,5 A9, 5 AR, 0| A7,5 | A7,9' AT,.y| an,0
Pager and slied products o1, I‘I&l A 103,0/100,8 102, I03,2(103,11102,2{102,7 [t02,8 BAL
Prnting nd putiiinig 12,8 [10321) 103 ai101.7] 10301 1103,4(104,7 163,08 (04,3/105,9) (08,2
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Senator BEnTsEN. 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. ]

Iiow much employment is directly related to defense spending?

Ms. Norwoop. 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 REQUIBEMENTS ASSOCIATED WITH DEFENSE IN FiscaL YEARs 1980 anp 1981

At this time, the Bureau of Labor Statistics (BLS) 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 {n 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
requirements 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 BentseN. Have you looked at the budget from that stand-
point, to what kind of an early impact it would have?

Ms. Norwoon. No, sir.

Senator BEnTsEN. You have not. -

You have quite a mixed picture of unemployment gains and losses.
Would you describe that as principally concentrated in the automobile
industry rather than a general phenomenon? In other words, we have
ope:: or two industries that are really distorting this unemployment
picture,

Ms, Norwoon. I think we have a concentration of unemployment,
certainly, in the automobile industry and perhaps in some of the other
goads-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
meke 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. .



24

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. Norwoon. 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. Norwoob. 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. Norwoop. 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 incresso in unemplovment ?

Ms. Norwoop. 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 tho Mexican border, and now I guess across the United States.
And that is 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 1llegally 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 studv? And,
if not, have you had the chance to review such findings? What is your
opinion of that study?

Ms. Norwoop. 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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S(;n?tor BenTseN. Do you have any opinion at this time on that
study

Ms. Norwoop. 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. Norwoop. 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 Reuss. 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—t6 percent worse than for overall. Is that not a cor-
rect reading ¢

Ms. Norwoop. The unemployment rate for blacks certainly did go
up, and I believe that the increase in unemployment in the month of
Jgnuary 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 ReEuss. Well, we have to rely on you.

Ms. Norwoop. 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 Rpuss. There are 25 million blacks in the country.
Can’t you get a big enough sample ?

Ms. Norwoop. %’e represent blacks in proportion to their size in the
population.

The important point I wanted to make, sir, is that the increase in
unemplovment 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—6624 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. Norwoop. Well, sir, I guess the point is really that 0.3 percentage
oint that you are referring to has about the same relationship to its
g)ecember evel 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.
es, 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. Norwoop. Certainly blacks have a harder time in the labor force.
There is no question about that, sir.

Representative Reuss. 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 tKe slowdown in the economy. And it
is hard to conclude that this is a national, universal, homogenized
effect. Is that right ¢

Ms. Norwoon. Yes. I think that what you are saying is that the
regional effect is, in a sefise; 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 for&he last couple of years, and this
is very interesting because it indicates over 60 percent of 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. Norwoop. Yes.

Senator Proxyire. 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 ; 1s that right ¢

Ms. Norwoon. I agree compietel , SIT,

Senator ProxMIRE. 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 -

eye;'l }exad outside of a serious depression or recession period. Is that
right
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Ms. Norwoop. I can check that, but we certainly have had a very
high rate of inflation, and I think that it probagly‘ 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 average 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 had 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. Norwoop. 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
thesrefore 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 Egentering the labor force than have entered it in
th;{past couple of years?

s. Norwoop. 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. Norwoon. Well, I think it is very difficult to forecast what
women will do. 4

Senator Proxmrre. 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. Norwoop. 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
&%ee 1diﬁerenl: scenarios for labor force projections because of this

ifficulty.

Senator Proxmrre. My time is up, sir.

Senator BentsEN. Congressman Bolling.

Representative BorLing. No questions, Mr. Chairman.

Senator BENTsEN. 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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FRIDAY, MARCH 7, 1980

ConGRess oF THE UNITED STATES,
Joint Econonaic COMMITTEE,
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 tﬁe 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 po%cies. 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, unfortunateiy,— 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 i'obs created between February 1979 and %‘ebruary 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-

r, Chief, Division of Employment and- Unemployment Analysis.”

'd like to now defer to my colleague, Senator Sarbanes, for any com-
ments he might have,

Senator Sarbanes.

OPENING STATEMENT OF SENATOR SARBANES

Senator Sarsanes. 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 thin
it’s a welcome thing,

I think that the inflation problem can be dealt with in a number of
ways, including the breakinﬁ 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.

T 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., Marg. 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. Bregeer. 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.
g%’hile 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-11
X~11 ARIMA method method

Unad- (former :
Justed Concur- official Range
Month and yesr rate Official rent  Stable Totsl Residual method) (cols. 2—5)
) @) Q) @) (&) ®) (6] ®)

1978 6.4 5.7 5.7 5.7

5 N 3 5.8 3 5.6 5.7 0.2
, 6.1 5.7 5.7 5.8 5.7 5.7 5.7 .1
5.5 5.8 5.8 58 5.8 5.9 5.8 .1
5.2 5.8 5.8 5.8 5.8 5.9 5.8 .1
6.0 5.7 5.7 5.5 5.7 5.7 5.7 .2
5.8 5.7 5.7 5.7 5.8 5.8 5.7 .1
5.9 5.9 59 6.0 5.9 5.9 5.9 .1
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
lgsubecember_._..._. eama 5.6 5.9 5.9 6.0. 5.8 5.9 5.9 .2
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

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

NOTES TO TABLE COLUMN NUMBERS

?g Unadljushd rate. Unemployment rate not seasonally adjusted.

2) Officlal rate (X-11 ARIMA method). The ?ubhshed seasonally adjusted rate. Each of the 3 major labor force
components—agricultural amglovmenl, nonagricuttural 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 s year al each end of the original series using
ARIMA (auto-regressive, integrated, movirg average) models chosen specifically for each sariss, Each extended series is
then seasonally adjusted with the X-11 porfion 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 seasons) adjustment. The ployment rate is ted by ing the 4 lly adjusted
unemployment components and calculsting that total as a percent of the civilian labor force tota! derived by summing al
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
Jonum&and July issues, ras&octlvclv, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The procedure for putation of the official rate is followed, except that the
data are reseasonally adjusted each month as the most recent data become available, Extrapofated factors are not used at
all in this method. For example, the rate for January 1380 would be based, during 1980, on the adjustment of data for the
period January 1967 through January 1980. The rates for the current year ara shown as first wmrutod. Since the revision
ramm and procedure for computation of the rate are identical to the official procedure, the results of this method will be
dentical to the official rate at the beginning of each year when the most recent observation is December.

(ll) Stable (X-11 ARIMA mathod). Each of the 12 Tabor 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 ootion. This option assumes that
seasonal patterns are basically constant from year-to-year and computes final seasonal factors as unweighted averages
of all the I-irregular p ts for each month across the entire span of the period adjusted. As in the officlal
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. )

(53 Total {X-11 ARIMA method). This is one alternative aggregation procedure, in which totsl unemployment and labor
force levels are extended with ARIMA models and directly adjusted with multiplicative adjustment models in the X-11
part of the ptoram. The rate (s 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.

SS? Residual (X-11 ARIMA-method), This is another siternative anra?alion method, in which totsl employment and
clvitian labor force fevels are extended using ARIMA modsls and then directly adjusted with multiplicative adjustment
models, The seasonally adjusted unemployment level is derived by subtracting seasonally adjusted employment from
seasonally adjusted fabor force. The rate is then computed by taking the derived unemployment level as a percent of the
labor force level. Factors sre extrapoiated in 6-mo intervals and the Series revised at the end of each year, )

) X-11 method (former officiat method). The dure for computation of the official rate Is used except that the series
ars 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 adjustment. X

Methods of adjustment: The X~11 ARIMA method was deveioped at Statistics Canada by the seasonal adjustment and
times serles staff under the direction of £stela Bee Dagum. The method is described in the X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Bee Dagnum, Statistics Canada Catalogus No, 12-564€, September 1979,

The standard X-11 method is described in X~11 Variant of the Census Method [l 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. Layne. 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 shar
acceleration from increases in October and November which ha
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 angehome heating oil prices increased 5.3 percent.
This development is particularly disturbing if it is a sign that energy
price increases this year are going to match last year’s increase of
387 percent. A change of this magnitude would, by itself, add almost
4 percentage points to the inflation Tate 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 grice 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 Pebruary was little changed from January, the Bureau of
Labor Statistica of the U.S, Department of Labor rcported today. h

Total employment--as measured by the monthly survey of households--was close to 98 millicn
for the third consecutive month. Since February a year ago, employment has grown by a modest
1.5 million. The Nation’s unemployment rste was 6.0 percent, compared with the January rate of
6.2 percent.

Nonfara payroll employment--as measured by the wmonthly nurv;y of establishments--rose
slightly frow the January le‘vel' Payroll jobs have increased by 2 millfon since February 197%.

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

Unemployment

The number of unemployed persona in February, 6.3 million, and the unemploywent rate, 6.0
percent, were little changed from the previous month. The two-tenths difference in the rate
from January to February 1is overstated because of rounding; ¢the actual change 1s not
statist{cally significant. Unemployment had risen in January frowm a l7-month plateau during
which time t'he overall rate had fluctuated narrowly between 5.7 and 5.9 percent.

Jobless rates for moat worker categories ahowed little movement {in February. Accordingly,
unexployment rates for adult mean (4.6 percent), adult women (5.7 percent), teenagers (16.5
percent), whites (5.3 percent), and blackas (l1.5 percent) were about the same as {n Janusry. In
contrast, there were jobless rate declines for wmarried wmen and workers dn durable pgoods
manufacturing, groups which had experienced sharp incresases in joblessness f{n 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 retounded from a sharp drop a month earlier. Employment rose 1.5 million from
February 1979, the smallest over-the-year change {n more than 4 years. )

The civilian labor force was little changed from January’s level and up 2.0 millioca over the
vear. The civilian labor force participation rate was at a high of 63.9 percent for the last

three months. (See table A-l.)
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Industry Payroll Empioyment
Nonfarm payroll employment rose by 140,000 in February to 90.7 million. (See table B-~l.)
Since February 1979, ;;uyroll 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 was in trade {up 110,000). Employment in the services industry

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

and services by 700,000.

Table A. Major {mndicators of labor market activity, sesasonally adjusted -

Quarterly zverages Monthly data

| |
| |
Selected categories | i | |
1..1978 | 1979 11979 t_ - 1980 Feb.
! | | | | change
doorv LorIrr | Iv_| Dec. | Janm. Feb, |
HOUSEHOLD DATA |
- Thousands of persons
Civilian labor force...................HOL 538]103,238[103,749{103,999]103,229]|104,260]| 3t
.+| 95,653| 97,231] 97,665| 97,912} 97,804| 97,953 149
ool s,sas| 6,008]| 6,084! 6,087 6,425} 6,307| -118
..| 58,384| 58,568| 58,842} 58,810| 58,791} 58,951] 160
Discouraged workerBieuessesrsasnsnsel| 772| 7314 741] N.AJ] 0 NL.AL| N.A.| N.A.
I 4 1 1 l L J
| Percent of labor force
Unemployment rates: | | | t A 1
All workers | 5.8 5.8] 5.9} 5.91 6.2] 6.0]| -0.2
Adult men... | 40]  4.2]  6.2]  4.2] 47| 4.6) -1
Adult wooen. | 5.71 5.6] 5.7] 5.7] 5.8 5.7] -l
Teenagers... .ol 16.2] 16,21 16.1} 16.0] 16.3] 16.5] .2
Whiteesoes ol 5.00 sl 5.0 S.af 5. 5.3 -1
Black and others... ool RS0 10.9] 1l.2) 11.3] 11.8]  11.5] -3
Full-time WoTKErSeeeeseesasacascaass|  5:2]  5.3] S| 5.4] 5.7 5.6] -1
| 4 ! 1 | | 1
ESTABLYSEMERT DATA |
i Thousands of jobs
Honfarm payroll employmentessssecesssss!| 87,799] 89,759} 90,108| 90,241]90,590p(90,731p] l4lp
Goods-producing industriessesesss.os| 26,111 26,638| 26,587| 26,655(26,778p|26,771p| ~7p

Service-producing industries........| 61,688| 63,121| 63,521 63,586163,812p!63,960p| 148p
5 | | | 1 | |

|
| Hours of work
|

Average weekly hours:

| |
Total private nonfarm.. ool 35.8]  35.6] 35.7] 3S5.74{ 35.6p] 35.4p] =0.2p
Manufacturingessesvecese | 40.6] 40,21 40.2] 406.2] 40.3p] 40.1p| -.2p
Manufacturing overtimessssessessssasl 3.7 3.2| 3.2| 3.21 3.2pl 3.1p! ~.1p
| 1 | { 1 1
pepreliminary N.A.=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 emélnyment drop
of about 50,000 jobs in petroteum and coal products. On the other hand, employment in
transportation equipment nearly returned to its December level, following a drop 1n January.
This industry has been relatively weak since last sunmer and has comprised the bulk ot 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 nonsupervisory workers on private ncnagricultural
payrolls fell by 0.2 hour in Febriary to 35.4 hours; the most marked declines occurred in the
goods-producing sector. In manufacturing, the wor.week 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 veeidy hours of production or nonsupervisory workers on prisate
nonfarm payrolls fell by 0.2 percent to 126.4 (1967=100) in February but was sti{ll up l.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 earuings of production or ronsupervisory workers on private nonagricultural
payrolls rose by 0.5 percent 1{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 adjustwment 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

wonth and $14.35 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 {n the proportion of workers in high-wage and low-wage industries--was
242,2 (1967=100) 1in February, 0.8 percent higher than in January. The Index was 8.l percent
above February a year ago. In dollars of constant purchasing power, the Index decreased 5.2

percent during the l2-month period ended in January. (See table B-4.)
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Chart 1. Clvillan labor force and employment
(Seasoncally adjusted)
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Chart 3. Civilian labor force participation rate
and total employment-population ratto
(Seasonally adjusted)
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Explanatory Note

This news release presents statistics from two major
surveys, the Current Population Survey (household
survey) and the Current Employment Statistics Survey
(establishment survey). The household survey provides
the information on the labor force, total employment,
and unemployment that appears in the A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
65,000 households that is conducted by (he 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 payroli records bv BLS in cooperation
with State agencies, The sample includes approximately
162.000 c<tablishments employing more than 32 million
peurle,

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 1o the calendar week.

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

Coverage, definltions and differences between surveys

The sample househnlds i1t the household survey are
setected so as to reflect the entire civilian noninstitu-
tional poputation 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 classit =d as employed if they did any work
at all as paid civilians; worked 1z their own business or
profession or on their own farin; or worked 15 hours or
more in an enterprice operated by a member of their
family, whether they were paid or not. People are also
counted as emploved if they werc on unpaid leave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

People are classified as wnemploved, regardiess of
their eligibitity for unemployment benefits or public
assistance, if they meet ali of the following criteria:
They had no employment during thc survey week; they
were available for work at that tune; and they made
specific efforts 1o 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
restricive definition yields U-1, and the most com-
prehensive ~cids 11 =, The official unemployment rate
is U-$.

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 (wo surveys, among which are the following:

----The household survey, although based on a
smaller sample, reflects a Jarger 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
dogs 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 1he 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-tosmonth changes in
unemployment.

Because these seasonal events follow a more or less
regular paitern 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 aclivity or



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

standard error from the results of a complete census. At
the 90-p: level of confid the confid limits
used by BLS in its analyses--the error for the monthly

force each June is likely to obscure any other ch
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 ec

g¢ in total employ 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,

Q M

p errors for monthly surveys are reduced

activity.
Measures of civilian labor force, employment, and
p in comp 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 ecither 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 ty 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
P ts; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian fabor

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 § years. For the establish-
ment survey, updated factors for seasonal adjustment
are calculated only once a year, atong with the introduc-
tion of new benchmarks which are discussed at the end
of the next section.

1
yment

1
yment

Sampling variability

Statistics based on the houschold 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 probebly dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-

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

Tthah is the error Tor THE jobless rate of teenagers.
Specifically, the errot on monthly change in the jobless
rate for men is .23 percentage point; for teenagers, it is
1.06 percentage points, :

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

Additiona! 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 theck or
money order made out to the Superintendent of

cedures were used. In the household survey, the
of the differences can be expressed in terms of standard
errors. The numerical value of a standard errar 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

ts must y 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 1 of its “Explanatory Notes."
Measures of the reliability of the dala drawn from the
establishmens 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-). Employment status of the noninstitutionsl population

HOUSEHOLD DATA

[ Mumisory i thousends|
- a—y afrnd Susamlly edjostod
Rmgloyment mates  ~ rex. Jan. Peb. LON oce. Nov, Oec, Jan. rer.
1979 1980 1980 1979 1979 1979 1979 1960 1980
162,633 (165,101 {165,298 [162,63) |1¢u,468 [164,682 {166,898 {165,100 [165,298
2,099 2,081 2,086 2,096 2,081 2,092 2,089 2,081 2,086
160,539 [163,020 |t63,211 {160,539 {162,175 |162,589 162,809 | 963,020 [163,211
109,289 (103,188 | 903,257 {102,379 |10),595 (103,652 1103,999 | 104,229 104,260
63. 61.3 63.3 63,8 63.3 6. 63,9 63, .
94,765 | 96,145 1 96,258 96,456 97,478 97,608 97,912 | 97,804 | 97,95)
58.3 $8.2 56.2 59.3 59.3 59.3 59. % 59.2 59.1
2,796 2,782 2,836 3,307 3,294 3,385 3,359 3,270 3,326
91,969 | 93,363 | 93,428 | 93,189 | 98,980 | 94,223 | 94,553 | 94,534 | 90,626
6,480 | 7,043 6,993 | 5,803 6,121 6,084 6,087 ;| 6,825 | 6,107
6.4 6.8 6.8 5.7 5.9 5.4 5.9 6.2 6.0
59,290 | 59,832 59,954 58,100 58,780 | $8,937 58,810 58,791 58,951
70,655 | 70,792 | 69,476 | 70,380 | 70,487 | 70,598 | 70,695 | 70,792
69,007 | 69,18 67,816 68,697 | 68,800 68,980 | 69,007 | 69,180
. 58,613 56,789 50,389 S4,760 | 58,709 58,781 58,855 | 55,038
79.¢ 79.2 8.1 9. 79.5 79.4 79.6
51,503 51,658 82,2% ¢ 52,078 ( 52,279 | 52,531
2.9 3.0 75.1 | .3 .5 ™2
2,160 2,213 2,329 ) 2,027 2,387 2,435
49,38) 49,885 49,882 § 5 50,051 | 49,852 50,096
3,10 3,091 2,138 2,303 2,577 | 2,507
S.7 5.6 3.9 | .. .7 (9]
1,038 1 1e,381 | ,ee7 ) [ 1A59 | 392 1,102
|
i
76,880 77,029 77,547 ! 77,666 117,779 17,890
76,332 77,308 77,426 77,542 77,656
38,399 39,362 | 39,05 39,659 39,878
5043 1 $0.9 50.9 51.1 51.8
36,197  37,1t2 37,248 37,802 | 37,5M
NN 1.0 %2 %3.3
a2 a7 2% 593 st 61 58. 54
35,751 37,038 37,189 35,604 36,530 36,636 36,820 37,034
2,332 2,818 2,302 2,202 2,250 2,197 2,257 2,308
6. 6.1 6.0 5.7 | 5.7 S. 5.7 5. 5.7
37,807 37,796 | 37,776 37,933 | 37,908 37,981 37,883 31,778 17,909
Both maes, 1818 yurs
Total noniestitAmnal populson’ 16,717 | 36,627 | 16,616 | 16,717 | 16,659 | 16,648 | 16,638 | 16,627 | 16,616
Crvian nosmtmumonsl posutscon’ 16,391 16,317 16,305 16, B1 16,370 16,350 16,326 16,317 16,305
Cvilunlaor fors . E,763 8,715 8.517 9,631 9,473 9,498 9,559 2,497 9,365
Pevoprton e $3.5 S3.u $2.2 58,8 57.9 8.9 58.6 58.2 57.4
£ . .. 7,288 | 7,201 6,997 8,088 7,919 | 7,986 8,032 7,952 7,818
Employment popuiaon o’ €3.3 .3 2.1 .. a7.5 8.0 0.3 47.8 a7.1
Aoty 23 215 19 38 5% 335 5 EIT 1128
Noragrostursl mastre 7,011 6,986 6,798 7,703 7,568 7.65 7,682 7,608 7,893
Unemgioved . PRI 1,515 “51s 1,520 1,543 1,556 1.512 1,527 1,545 1,537
Unemgioyment raw 17.3 17.8 ¥7.9 16.0 16.% 5.9 16.0 16.3 16.5
Mot in labot forcn ... 7,628 | 7,60 1,788 6,760 6,897 | 6,802 6,767 | 6.820 | 6,940
Whits
Total norerstrustonsl positation’ 182,493 Naw, 021 (148,570 42,893 [ta3,937 h 148,267 (t4a,421 184,570
Chilian nomwntrtutions! papulston' 190,825 hez;806 182,951 40,825 (142,296 a2, 142,645 182,806 (142,951
Crmbion e foroe . 89,215 |[90,950 | 91,029 .2 91,187 91,579 | 91,852 | 91,977
Prtcipstion e 6. 63.7 63.7 64,1 681 64,3
Empiorsd - 28,237 | 85,420 85,500 85,786 86,458 87,081
Emptoyment populinion ratio” $9.1 59 $9. 60, 0.1 60,2
d N ‘ 4,978 | 5,530 5,450 4, 468 4,693 8,871 < 8,596
mart ra 5.6 6.1 6.0 9 5.1 5.1 3
Not i habor foroe .. .. 51,610 51,656 51,924 50,575 [S51,m9 |51,2%9 50,975
Biack srd other
Torst nonirm tutionsl populsteen! . 20,190 | 20,680 20,727 20,140 20,531 120,580 20,727
Cotion nonnstintionl pogiston’ 19,718 | 20,214 20,261 19,714 | 20,079 20,128 20,261
Crvtian Lot force . [ . 12,033 12,238 12,228 27 12,512 12,39 12,362
Prticipstion 61,0 60.5 60. 8 61,8 62, 61.6 61,0
Emgioyed . . . 10,527 10,725 10,725 10,748 11,076 11,08 10,937
Employment papulston rato’ 52.3 51.9 $1.7 53.% 53.9 51.7 52.8
s 1,506 1,513 1,503 1, 1,836 1,347 1,824
mort ok 12.5 12.% 12.3 1.8 11.% 10.9 1.5
Notinleborforms . ... .. . o 7,680 7,976 8,033 7,517 7,567 7,13 7,899

! The papuistion wd Armed Form figrm e not adasied for lamonsd veristions, therstors,

Ierent rasmburs 008 10 the wradharind snd aonalty sdhaed oshumes.

! Ovllien employment 3 percent of the 1ol Roniwtistions! papuistion [Inchufing Arted
Foror)
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Toble A-2. Major indi ity adjk d
Menbur of
pvrce Unampleyment rvme
lla Sonmandal
Selerted wwgerins
red. Peb. Peb. oce. Jov. Dec. Jas. Pebd.
1979 1980 19739 1979 1979 1979 1980 1580
5.8
. 4.3
e $.6
15.9
. S 1 5.3
. 3.7 ? .o
.9 ] 5.2
11.9 9 11.8
10.9 1.3 11.5
L] 0.6 9.2
. . 9.5 10.0 9.0
N 32.¢ n.a 3.6 7.9
PYEFIE 2.9 2.8 3.8 3.
5.0 5.0 5.2 5.4
.. 8.2 9.2 0.9
S.% 5. 5.7 5.6
.. 8.3 8.5 8 8.9
. 1.1 t.2 1.3 1.2
. . " 6.8 6.0 6.7 6.6
1,707 1,778 .8 3.4 2 33
12 2.8 2.7 . 2.3
. 21 251 2.0 . 9 2.0
267 291 %2 3.0 ? 3.8
858 L .7 4 N6
[ 2,233 2,632 6.5 7.2 S 1.2
. 12 [] 8.5 .6 .9 L3l
918 1,076 7.8 9.1 9.0 9.0
. 133) 25! $.0 5.6 5.2 5.0
51 [+1] 9.7 10.7 12,2 12.2
1,007 967 7.3 6.9 6.6 6.6
96 m 3.8 .3 “.s LP%}
INOUSTAY *
C 5.8
10.3
. 5.9
. 5.5
6.8
w1
6.8
.7
3.6
- 9.8

! Unsmgioyment rem cotuuiend @ 3 perount of eivtien lebor o by InArY soven ey vamplored waps ind aery wartens.
* Agyegrm hours lost by the unemgioyed snd perons o pert trme for sEOnGTIC NS @ § 3

Parcent of powncialy svallable ibor farce hwes. -
b Unemployment by sccupstion indude 2t experienced whemgboyed parsons, wharess et by
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Table A-3. S d emp di
{In housands]
ot aroneby sdwd Sussnny edporesd
Sdoend omparin Peb. Teb. Teb. oce. sov. bec. Jan. reb.
1979 1980 979 1979 1979 1979 1900 1980
CHARACTERISTICS
Tout wnployed, 16 rean ond over 38, 765 96,196 97,47¢ 97,608 97,912 97,804 97,853
Mo e s 55,032 56,476 56,629 56,580 56,734 56,086 56,732
39,73 40,020 40,845 1,028 41,178 4,018 at,220
28,724 39,291 39,128 1, 38,92¢ 38,749 38,935
22,587 22,522 22,919 22,990 0,027 23, 23,178
49,912 49,911 50,312
15,272 15,337
40,535 10,608
6,386 6,052
17,758 17,915
32,302 31,882
13,089 12,81
13,082 10,678
N 3,816
[T 2,778
12,970 12,979
2,694 2,660
MAJOR HIDUSTRY AND CLAK
OFf WORKER N
1,166 1,158 1,425 1,38t 1,475 1,851 1,328 1,817
1,018 v, 498 1,558 1,602 1,622 1,596 1,554 1,648
iz 180 I m 310 310 293 203
85,067 86,267 85,192 84,982 47,020 87,384 87,578 87,419
15,568 15,773 15,322 15,823 15,358 18,397 15,814 13,540
69,500 70,495 70,870 71,559 1,662 71,987 72,163 7,879
1,265 1,121 1,320 1,261 1,211 1,228 1,112 1,174
68,238 69,37% 69,542 70,298 70,481 70,759 74,001 70,702
6,886 6,796 §,591 6,812 6,781 6,731 6,752 6,099
a6 368 ass 030 ar 09 379 397
87,692 29,638 89,458 88,958
11,600 7 73,223 73,110
3,068 3,50 3,406
1,297 1,549 1,380
1,771 1,968 2,026
13,02¢ 12,153 12,7118 12,469
* Eaciudn periont “with & job but not st work” dunng The aiTvey Period for mch
resmons m vetxtion, iinem, of exduatnal dhou e,
Teble A-4. Duration of unemployment
(Numbars bn houmends)
Mot somenally alpustsd Sossoncly sdfurent
Wesks of vesrpleymens EEDE red. reb. oct. Tov. [ Peb.
1979 1980 1979 1979 1979 1979 1980 1980
2,779 2,998 2,919 2,916 2,993
1,077 1,963 1,869 1,966 2,001
1,239 1,195 1,191 1,230 1,286
78 79¢
539 517 s31 519 456
10.7 U] 10.5 10.6 10.3 1.5 1.
6.7 .9 5.5 5.3 5.9 5.2 s.0
100.9 100.0
1.2 Aty
.9 FIN )
20.9 21.0
1.5 "
7.4 9.1
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Toble A-§. Reasons for unemployment

[ R
- ot ety st oty s
RS Teb. reb. Ped. oct. IR Dec. Peb.
379 1980 1979 1979 1979 1979 1980 1980
NUMBER CF UNEMPLOYED
3,108 3,683 2,875 2,1 2,129 2,908 2,%07
1,158 1,530 79 929 987 1,018 1,931
1,952 2,113 1,696 1,802 1.1 1,96% 1,976
(33 805 828 BAS 79
1,800 1,818 1,766 1,762 1,698 1,797 1,784
789 730 858 808 736 1t 7
100.0 100.0 100.0 100.0 100, 100.0 100.0 100.¢
7.9 52.1 1.8 “w.S s, 4.3 46.9 5.9
7.9 2%.9 13.1 ¥5.2 16.4 15.3 16,0 16.3
30.% 30.2 20.6 29.8 29.0 29.0 30.9 29.6
12,6 115 4.9 13,6 et 13.¢ 2.2 2.8
27.8 25.9 9.8 20.7 28.3 20.9 20,2 28.2
1.7 10.4 "w.5 13.1 12.3 13.9 12.7 13.1
CIVILAN LABOR FORCE
1.5 2.3
8 8
1.8 1.7
.7 .8
Mot of
‘wnmmgloyed purmem v Unnmgloruest s
o tovmms
o o o
red. Pobd. Peb. (1% 3ov. Bec. Jas, feb.
1979 1980 1979 1979 1979 1979 1%80 1980
6,307 5.9 [ 5.9 6.2
1,587 6.8 9
Al . 3
Bal 5.0 7
1,058 1 3 9.6
3,300 3.9 (-4 L]
2,899 L2 i 3
a2 3.0 3.0 2.7
3,2 5.2 $.2
776 15.7 15.8 15.6 %.2
an 17.1 17.8 17.9 19,0
L3]] " 18,0
ar 9.5 8.4
1,880 3.8 3.5
1,438 .5 3.0
2 2.8 2.6
3,015 6.9 6.6
m 17.2 601
339 19.0 ?
0 15.6 5.5
L3 ? 9.3
1.6 b 8.7
1,865 2 5.0
17 L] 2.9
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Table A-7. Rsnge of unemployment measures based on varying definitions of unamployment and the labor force,

seasonally adjusted
| Porcent|
Onesrturty ovrsges oy b
1978 1379 1979 198
1Y 1 11 1rx 1y Dec, |Jan. [red.
u!~nmwm«vsmwwnn~molm
Shen tabor lorce e G .2 1.2 .2 1.y | 12 1.2 | 1.3 12
U 2= Job tawrs a5 & o cant of the oinlien ledor force . [P PR 2.4 2.0 2. 2.% .6 2.6 2.9 2.8
[ B Umﬂw’dwlﬁ"!HW'IMW'I-D"U!O”’.:MIM -
Tabox borce 29 el s 470 Suar . P 3.9 3.9 3.9 3.9 3.9 3.8 8.2 “wt
U4 Unemployed full 1ems jobuekers o » peecent of the fult ume (abor
o "o f . 5.2 S.2 5.2 5.3 5.4 5.4 5.7 5.8
U8 — Yousd unempioyed an 5 porcent of e cinlun taiver fore
el msasrs) . . . 5.8 5.8 5.8 .8 %9 5.9 6.2 6.0
U8 Totai $ull ime yobaeehors pha % dert time jabesek ory plus 4 fosal
0N Euet time 1o S00ROMMac rONS 8 4 Par onl of the avlwn
isbor force lem % of the act fime lebor force . . . . 1.2 1.2 7.2 7.3 7.8 7.5 7.8 7.6
U7 —Tatal {8 time soberek o3 Dhrt % DN 1ieme jobmel oy phus % totat
0N Dart e for #EONOMIK ranant Pl drscour sged workeYs = 8
percant of the evitien \ebor foroe dudm—! workert lew
% of the part time leber forze R 8.0 | 7.9 8.0 [8.0 {81 [|wma (Na (ra.
NA = not avalable
-
Teble A-8. status of the by race and Hi ic origin, not Hly ad) d
(Mumter i thoussnds]
Toul "how k! Musgemic origma?
Empioymoent status
rob. Peb, Teb, Teb, Ped, Fed. Feb,”
1979 1979 1580 1979 1980 1979 1980
TotaL i
Cortlan aomnstutionsl puoutanion 160,533 1 963,21t | 140,825 (182,951 | 16,888 | 17,271 7.618 8,175
Crve an b tover 301,249 (101,237 10,24y | 10,336 | &858 5,177
Peecent of popwiaion 63. 3.3 60.6 59.9 63,7 63.3
Empioyment 44,765 | 96,268 8,846 8,988 ",A56 8,675
Agcuiture 2,796 2,036 196 213 20 197
Nonag cultural ndutries 81,969 | 93,028 8,650 aLm 4,250 4,477
Unempio yment - 6,480 6,993 1,39 1,352 01 503
Unemloyment rate [ 6.8 . .0 13.6 1.1 8.2 3.7
Not i tabar Torce 59,290 { 59,954 51,610 51,921 6,643 0,935 2,762 2,998

! Deta relzw 30 black workan ooy Acoording 1o the 1970 Cenmua, ey comprmed sbovt 89 per
a0t of the “black and other” DORUIRon Foup

66-785 0 - 80

! Deta an parscna of Hispenc ongin wn Tusted moeTiny, wHhort
ot ey 1o inciued i e ARG for white and biack warkens, Al She thm of the 1070 Carma,
aporcxmenty 98 pevcent of ekt papulrtion wm whin

0 racn, which mesns
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Tabls A-9. Employmaent status of male Vi and

(Numbers in thousnds}

Chvilian laber Yorms:
Civition
waningt
wond Tout Employed
Vewewn suan
~lp
Zeb. Teb. Teb. red. Peb. reb. Pab.
1979 1980 1973 1980 1579 1980 1579
VETERANS'
Tou, 20 yaars and ower 2,476 | 9,576 7,626 263 [T1] 5.8 s.
oMym .. L (bY 1% 09 €3 | 5.0 6.6
BwRywn.. . . . .. ... 2088 | 7,219 6,588 o 393 5.0 5.7
B .o 2,090 | 1,80% 1,554 (53] 162 8.6 9.4
3010 3 yeary 3,558 § 13,608 3,339 130 150 e .3
BroMyens . ... 1006 | 1,806 1,683 39 2 2.9 a7
00 vours o over . 798 935 764 n 23 s.0 30
NONVETERANS '

Tout, 7 10 20 yours 15,188 [ 13,588 {16,370 [ 12,901 | 13,568 603 203 s 5.6
Ao 6,932 | 6,928 | 6,547 | S, 12 ELH 22 5.6 I8
WM . A,816 1 3,888 | &, 201 | 3,732| 3,998 156 213 w0 5.t
1030 yeer .. 3,800 | 3,528 | 3,613 | 3,023 3,m8 108 168 o as

At B, 1984 ord Mry 7. 1978,

! Morwswrard it mabes who Reve never werved i the Armed Forcm. Aibiiihed deta are Ivrwimd
% Som 7538 vart of age, e grous thet mom classly corresponds 1o the bulk of the

woteran pogudetion.
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Teble A-10. Empioyment status of the noninetitrtions! popuietion for the ten largest States

oumieny o shousnds)

ot wavanalty wiveted * Bosennatty sdpurmed
Beom o sployment sones LN Jan. Teo. tes. oct, *ot. vecs Jaz, veo.
- : 1579 1580 e 1979 1379 1979 1979 1SEL 1980
Calterwia -
Co 47 "ommbiutions! population " 16,613 16,556 16,579 16,613 16,066 16,29 16,945 16,979
Cwhan lgbor force 10,859 1,085 11,025 1,850 11,12) 1,138 1,178 1,013
Empioyed 19,095 10,318 [FTE) 19,149 10,425 1o, 450 Tu,udt 19,337
nemokayed To4 727 741 191 bSD €77 6% o7y
Unemglayment cate 1.0 6.8 .1 8.3 b.a 6.1 Ces ten o
Ronds .
Crvid o nommtitubonal Goplation* 6,61 6,370 (,30b 6,870 b,ote 8,034 b,05¢ 6,570 b,0de
Covlian labos force 3ouus 1,757 3,023 3,823 Seady 1,783 3,402 3,751 3,Eu
Employed 3,583 Se564 3.p31 3,599 1,605 3,570 3,398 3,560 1,046
Unemcioved 222 212 Vru 2el 248 als 04 155 IET]
Onempioyment rase S.b 5.7 5.1 5.2 2.4 5.0 E tl 5.¢
Bncks
Covtan mameatitutiora? pogulition ' by 299 5,295 9,238 3,213 0,415 04u3y [T n,09%
Covilion tabr force S,420 5,490 SedTd 5,367 2,393 2,456 £,4t0 5,401
Emdos 5,002 b,ivd 3,204 By dbu tellu £128 677 S,udl
Unemoloyed w26 407 o8 ERR) 17 343 ) 28
Unempic yment e 1.0 7.5 2.1 5.8 5.9 ba 4 7.1 1.9
Mesmschuserts
" nom Patiutonat podulition 4,353 4,993 4,398 4,153 w381 4,385 4,409 u, 491 u, 390
Covilan Tabee forca <915 2,00 2,825 2,929 2,477 vetib 876 Pyl ., 838
Employed 2,722 2,6u¢ apvbe 2,761 PTRAS] <, €07 [OFARY < tES PRRETS
Une mploved 193 181 Te1 156 158 Wy Tov 142 138
Unemployment rate t.e by 2.7 S.7 B3 L2¥] 5.6 Sev u.o
Mickgn .
Civit s Aorimtitut-ongl popuiation ©,766 0,039 Gelel L, 147 0,159 0,782 €, Ton
Coviian tabex tarce «,287 y 268 4,343 4y NS Woadd 4,273
Emorayed 3,929 3,008 3,956 3,976 3,507 1,96F 3,875 3,034
Unemplayed 151 4Bt EPL o7 a7 FRal o 43y
Unempioyment rate 8.2 M.e 1.2 4.5 B.2 4.7 5.5 16.3
e Jervey -
Covrlign nonintsitutione! poputszion” s,48) 5,510 5,54t S,4nl 5,521 5,544 3,530
Coddan latuor torce 31,540 ST 3,549 3,562 3,508 3,566 3,597
Emplopet J,dus 3,410 40322 3.9 3,301 3,31 3,48 3,m
Wemp.aved 2v5 458 ia 266 208 «u? «3) by 194
Unempioymeni rate 8.3 T.e 6.2 .5 (%] 7.0 2.5 by 5.4
e Yok
Cowiliar + on mutitanonsl popuiation 13,460 13,2% 13,300 43,266 13,257 W, avv 13,494 13,455 13,10
€ e nan labor dmce -1,%05% E,0uy 8,120 7,990 B0 8,117 (2338 ®,0t4 b,761
Emiduvedt 7,360 70470 7,462 TS 1,434 7,591 7,525 7,480 1,543
Ui et 545 673 654 544 579 566 56y tis 614
Uwonaogmealaie T.4 4.9 s.l 6.8 7.2 7.9 T4 [~ 7.7 7.6
o N
14" e tations: populaton 1,893 7,949 7,958 7,893 7,931 7,537 T.94s 7,589 7,538
Coutlian “atuw force “,vEd .,999 G,963 5,045 5,ua2 60 5,069 5,06« 5,043
Empioyed “, 543 “, 685 “, 813 u, 761 4,226 4,70 4,175 4,709 715
Unemgioven 125 ELT) IsL 244 116 450 290 i ity
Vnemplgyme: 6.5 Ty b 3.6 b.d b 5.t [T¥] b)Y
Prarrhvara
Conin AGnir ptitutong! population 8,945 ¥,929 ¥,879 8,90% 8,915 8,940
Crwilian laboy foree 5,312 S.369 5,28 5,33} £, 337 5,504
Empicred AL v, 900 w939 W,102 ., 55V 4,930
Unenploye:) AL 419 a2 L in? 174
Unemployment rare 7.8 7.8 8.8 8.0 1.3 7.1
Texm
Crartn N0 attut.onl popvlaton 9,338 $,631 9,655 9,199 9,580 9,599 5,618 9,855
Cvilenlanos toice 6,204 6,305 6,320 6,208 6,315 8,328 o, Ja2 6,158
Empiayed 5,924 6,018 5,99% 5,992 6,061 6,002 6,092 6,049
U Mployed ar a7 326 262 258 67 450 3
Urie miMoyment rate 8.5 5.2 5.4 .3 L) A2 1.9 V]

! The popuistion figrm arw not adiured for semondl varstiors, Purviore, Kanicst mumbeny
w0pear 11 (e Unedhud #7d e wasonaity adjsted echumes.

* Them w1 e officid Burses of Labor Satiets’ setimaw ueed in e adviniewton of
Fodersl Aund sfecetion programe.
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Table B-1 Employses on nonagriculturst payrolls by industry

ESTABLISHMENT DATA

11 thowranat i
Semonalty sdjurtet
— i T Sy T e T I R
i
seb. | Dec. | Jum.o. Feb.ptoeb. , Oct. o hov. iw:. Janog | reb.,
1979 197y yoso 1830 | xvry | lers | 1879 11wy ) isey 1ovy
—— - P Tl Tk STt P I P S U SR —_
' ! \ i H I
TOTAL 57,330 w1,Lu9| 85,225 bY,301 |08, 700 i“'q“ Povaaow Tsozen usuu v, 71
. | : ' i
GOODS- PRODUCING :s,ouj 26,597 26,027| 25,9321.6,448 26,572 iZb.SJ! Lh,u>5 lzu,ﬂu'u‘:n
i ( i
MINING 915 y84 985 9n7 ¥37 [ ¥y Jed f 9yl L ,003 ] Lty
| i i . {
CONSTRUCTION 3,957, «,71) «,)5\11 4,287] 4,650 ; 4,694 1 W, 714 5 4,733 {4,543 4,80l
t ; !
MANUF ACTURING 26,775, 20,9021 20,8921 2¢,e56121,025 "20,899 20,836 {20,831 Sy, Hod ) du,vuL
Produc bor wort ey 14,908, 14,EYL, 18,654 14,6&8)15,128 14,894 14,82% 14,065 “Ihau 16,602
i
OURASLE GOOOS 12,579! V2,049 ) 12,5240 12,520012,715 112.nu 12,557 ‘“.oli 12,600 ' 12,859
Aodu ton morkert 9,01¢ 8,971 b,6I0; 8,625, 9,138 ‘ H,972 ¥,9u8 10,9]1 8,875 8,93y
Lumber and wood products 737.7f 729.2{ Tle.z  6SbLL 768 ‘ 780 751 | 4o 731 11
Furniture and fixtuces 695,20 486.9 Ahe,Ul 4BULOE 49t | 482 481 | 4p) bE4 “8u
Stone, clay, end g producn . €80.6l 699.67 6749 67,3 742 Tus 206 7ce 707 7067
Primary metal it 1,246.8/1,206.6]1,199.711,189.2 1,256 | 1,228 1,223 11,306 | 1,306 | 1,410
Fabricated matal products ).7[5.&;1.7}\1.& 1,702,501, 70300 1,733 1,72) 1,726 1 1,72% 1,711 1,70
Mactenery excap electrical [ 2,646.4)2,455.012,502.2]2,509.9] 2,437 l 2,655 2,638 2,484 | 2,847} 2,50U
Eloctr < 470 €hec11004¢ #qu pment 2,071.0{2,153.0 |2,144.9|2,136.9; 2,079 2,125 2,125 12,180 2,14y 2,147
Traraportstion squipment ‘z,usz.?éz,un.u 1,963.0[1,985.5] 2,094 | 2,025 | 3,956 Z,uly 1 1,9% | 2,ule
Irairuments and related prochets Loe8L.2, 99,8 69Y.¢ 700, 6S2 (31 694 | bYo Tul T2
Mmcel Lorwout manulactunng i GLb.b)  AGb.4 436.9 s LR K4y s49 ‘ “52 w54 5
' '
1 s,196: #,253) 8,16w| 5,130 8,31u ' 8,269 5,245 6,266 | 8,204 4,281
NONDURABLE GOOOS o 11967 . : . . . .
Prociton workers i s,no;‘ 5,920| 3,840, 35,6240 5,990 | 5,922 | 5,921 ‘s.nt $,949 | 5,923
i ] i
£0o0d and kindred prodects PEL658.101,695.311,650.111,039.1 1,748 “ 1,707 Lo Laes Tazue o,z
Tobecto manalacturers 66,40 6v.7 e3¢l 8391 ou | 65 6u ! 62 bk 65
Yextie mofl produch 895,61 8Y).5| sbb.?; 8b8.] 495 | wn2? a8y 593 290 851
Appere! ad othar textie roducts 1,320.6,1,292.011,282.311,300.71 1,327 1 1,29% | 1,492 10,297 1,000 |7
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Table B-2. Average weekly hours of d or pervisory workers, on private
nonagricultural payrolls by industry
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Table B-3. Aversge howrty and weekly earnings of prod or visory on private
nonagricultural payrolts by industry
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Senator BenTsen. Mr. Layng, do you see any evidence that pro-
ducers and manufacturers are increasing prices in anticipation of
wage and price controlst

Mr. Layne. No, sir. It’s extremely difficult to discern that from the
data. About the only thing yeu 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 BENTsEN. When you say, “No,” are you saying that in effect
you can’t tell? )

Mr. Layne. It’s impossible to tell. If I look at, for example, increases
that occurred end fry 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 tﬁe 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 mo interest rate to 17
percent. Now if other lenders follow suit, what kind of an impact is
that going to have ’

Mr. Layne. 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 {)erhaps a 10-percent
interest rate and they were to rise to 11, that would be a 10-percent in-
creass in mort interest rates, The direct impact on the Consumer
Price Index of 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 & 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 2 month.

Mr. Laywna. 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. Layxg. 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? What is that and what is
the makeup of that ?

Mr. Layne. In that context, the housing component of the Consumer
Price Index and in particular the home ownership component of the
Consumer Price Ind};x 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 1s 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 goods and services, ang a variety of others—and each has its
advocate in one way or another.

BLS began a long time a%:) 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 214 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 judgments as to what is right and wrong, not with
respect to what wiﬂ give-the-highest or the lowest inflation rate; and
that's why the Commissioner has said before—and we agree firmly
with that—that 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.
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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

anJ'body ui) or down, have you looked at anything in regard to what
o}l1 erqpeop e are spending? Has there been any experiment or study
there

Mr. Layne. 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 thin
are higher. If one wants to look at the %Sonsumer Price Index for the
retired 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 tiey 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 has 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 A:nerican Assoication of Retired Persons
and T 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 sho
ping centers or the items, the specific 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 tofp 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.
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Senator Bentsen. Well, I'm convinced that’s going to become more
and more a subject of discussion.

Mr, Layne. I might add to that that there’s two potential possi-
bilities here. One is that the Bureau could produce a measure based
on ex1stm§ 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 sophisticateci 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. Qur 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 1n a recession or whether
or not this index is pointing us in that direction{

Mr. Bregeer. 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.

glt\tlr. Breceer. Exactly, and I think the results this month bear out
the reason why we tend to be conservative in making a very positive
res&)onse 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 major downturn.

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

Senator SarBaNEs. 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. BreeoEr. It’s 59.8 percent of the population,

Senator SarBanes. 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 it ¥

Mr. Bregaer. It’s very close to it. It’s a tenth below our record,

which was 59.4 percent.
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Senator SarBaNEs. When was that record set §

Mr. BregoER, It occurred several times, the most recent being in
December of 1979.

. Senator Sarsanes. 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. Breeoer. 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 SarBanEs. Now are you able to say how this figure, relative
to the proportion of the Fopulation employed, compares with other
major industrial countries A

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

Mr. Mark. I just don’t recall, Senator. -

Senator SarBanes. 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 ! APPROXIMATING U.S. CONCEPTS, 1960-79

United United
Year States  Canada Australis Japan France Germany Italy Sweden Kingdoms
6.1 9526 [0 65.7 58.6 59.4 55.8 (? 59.4
5.4 3524 (¢ 66.8 58.1 59.6 5.6 62. 59.7
555 3529 (¢ 66.0 57.1 59. 54,7 63.0 59.2
$5.4 15311 (¢ 66.3 56.3 59. 53.4 63.4 59.0
55.7 8538 57. 64.1 56.4 58 52.5 62.0 59.4
55.2 3545 58, 63.6 55.7 58, 50.9 62.1 89,
56.9 55.4 58, 63.7 55.7 53, 49.2 62.1 59.
57.3 55.4 59, 64.0 55.4 65. 49.5 60.9 8.
57.5 55.0 59. 64.1 56.2 56. 43.8 ol.0 58,
58.0 55.3 59, 63.9 55.5 6. 434 61 58,
57.4 54.5 60. 63.8 §5.2 56. 48.0 6L.9 57.
6.6 54.5 61. 63.4 5.8 56. 47.7 61§ 56.
57.0 54.9 59. 62.8 54,6 55, 4.4 6l.4 56.
51.8 56.4 60.4 63.2 54.7 54, 4.2 61.4 58,
5.8 52.3 60. 4 62.2 54.6 53. 46.6 62.6 58.
56.0 56.9 59, 61.2 53.4 51 46.4 63.8 58,
56.8 56.7 59. 61.1 53.2 50. 45.3 63.9 §8.
57.9 56.6 58. 61.2 8531 550, 46.3 63.8 857,
59.4 57.4 57 61.3 $52.8 $5], 45.0 63.8 $57.7
60.0 53.6 178 3529 151, $46.0 ...

* Civilian employment adjusted to U.S. concapts as a percent of the civilian working age population. The dats relate to
persons 16 and over in the United States, France, Sweden, and beginning in 1973, Great Britain; 15 and over in Canada,
Aul;gallz, shlg:‘n, G:Irmny, and prior to 1973, Great Britain; and 14 and over in (taly.

reat Britain only.

' Estlg;:tps by Blg based on new survey definitions. Statistics Canada revised the data for 1966 onward on the new

urvey basis,

¢ Ngl avatiable.

# Pretiminary.

Prepared by: U.S. Departmant of Labor, Bureau of Labor Statistics, Offica of Productivity and Technology, Divislon of
Foreign Labor Statistics and Trade, March 1980,
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Senator SarBaNes. I'm interestéd, 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. BREGGER. W§l], to begin with, the true change in the overall rate,
if you look at the unrounded numbers, is really about one-tenth and
quite virtually every worker up 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 SarBaNEs. What about in construction ? Can you relate that? -

Mr. BregeeEr. 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. Brecoer. 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 SARBANES. Mr. iayng, 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. Layne. Yes, sir.

Senator Sareanes, 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. Layna. Four percentage points, -

Sen?ator SarnanEs. When you say 4 percentage points, what do you
mean

Mr, Lay~ne. Well, if the rate for everything else was 5 percent, it
would add 4 percentage points to make it 9.

Senator SarranEes. So it would be 9 percent$

Mr. Layne. Not the impact of interest rates. If vou 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, Layne. 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 mortgaﬁe
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 r((i)e(aigree.

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

Mr. Layna. No, sir, not girectly. 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

ouse prices or mortgage interest rates.

Senator Sarsanes. 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 ths 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. Layna. For the year?

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

Mr. Layne. Right.

Senator SarBaNes. 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. Layxno. 32 percentage points.

Senator Sareanes. All right.

Mr. Lay~e. 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. Layna. Year to year, it was 13.3,

Sel?lator SarBanes. In the 13.2 percent, 4 percent is direct energy
costs -

Mr. Layna. About 3.2 percentage points.

Senator SareaNEs. Not indirect ; is that correct ¢

Mr. Layne. Correct.

Senator SaBranes. Now how much of the 13.2 percent is attributable
to the interest question that we were discussing earlier? -

Mr, Layne. About 2.5 percentage points.

Senator SareanEs. 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. Layng. 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 SarBaNEs. And interest ?

Mr. Layne, 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. Energy is a cost of production. They are not like
increases or shortage of fresh fruits and vegetables that essentially
focus on one or two components of consumption. Things like ener,
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 Sareanes. 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. Layne. 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 see what happened
to, for example, fuel oil prices, the relative price of fuel oil—fuel oil
relative to everything else last vear. 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 Sareangs. All right. Thank you, Mr. Chairman.

Senator BEnTsen. Mr. Leyng, T want to follow up with a couple
questions and then yield to Senator Javits.

T 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
mb(z) because the numbers I used I thought were enough to be concerned
about.

Mr. Laywne. T 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 doesf
He just automatically increases the house cost by 5 percent or 8 per-
cent immediately.

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

Senator BEnTsEN. 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. Layne. Points certainly get built into the housing structure,

Senator BenTseN. 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. Layne. One percentage point, from 10 to 11,

Senator SArBaNES. A 10-percent increase.

Mr. LayNe. 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 BENTsEN. I see. I just couldn’t understand that.

Senator Sarsanes. 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? -

r. Lay~e. Correct.

Senator SareaNEes. So that would be a 3314 percent cut.

Mr. Layne. All other things being equal, recognizing this is one
component that enters multiplicatively, the only one. We call it mort-
gage interest costs, which is influenced by house price changes and
mortgage interest rate changes.

Senator SarBanes. 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. Layne. 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 BENTSEN. 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 tots% 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. LayNe. In aggregate, for all types of food.

Senator Javrrs. %gres ust to get an order of magnitude.

Mi. Layne. Right.

Senator Javrts. 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 ¥ ‘

Mr. LayNe. I don’t have a great deal of insight into what the future
holds. Certainly this year has n with a very encouraging situation.
In the Producer Price Index weﬁd two declines, the first two in a long

66-785 0 - 80 - 5
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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

o up, but I think the overall expectation is that food prices will be

tter this year than last. -

Senator Javrrs. In their impact?

Mr. Layne. 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 Javirs. Would you saﬁ.that the energy, decline in energy
goods, as you call them, and in the cost of energy represents the big-
gest bulge for February ¢
P Il\)Ir. LayNa. Yes, sir. There’s no question about it. For January and

ebruary.

Senagr Javits. So that that pinpoints the sore spot as far as infla-
tion is concerned ¢

Mr. Layneg. Certainly a very major one directly and a major one
indirectly. Energy prices at the consumer level had been trendin
down—the rate of increase had been decelerating from the middle o
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 CPT tend to pretty much follow the same pat-
tern. 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 Javits. Now what proportion of the total index in percent
is represented by the energy factors? )

Mr. Lay~g. 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. Layne. 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. Layna. 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. Layna. 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 %]iminution 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. But you see no correlation between demand
and pricef )

Mr. Layne. I haven’t seen any real good dsta 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 Javits. The President reports that and the Department of
Energy reports that,

Mr. Layne. 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. Layne. 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 ust

Mr. Laywe. I hate to say it, but I have been trying to work with
the ]f);,partment of Energy for some time and I don’t find it very
satisfying.

Senato% Javirs. You have a very good emissary sitting right here.

Mr. Layne. In all truthfulness, we have been trying to develop a
%rice index for imported crude oil based on information from the

epartment 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 BENTSEN. I don’t, either, and I'm going to see if I ¢an help.

Senator Javits. 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 dealin
with a naked trust, without any relation to supply and demand; ang
besides, they can turn the tap up or down.

Senator Saranes. That’s right.

Senator BENTSEN. 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. Layne. We will certainly try to.

Senator Javrrs. Thank you, Mr. Chairman.

Senator- BEnTsEN. Would you provide me specifically with what you
want so I don’t have problems with communications there?

Mr. Layna. Yes, sir.

Senator Sareanes. I should say I think this has been very helpful.

Senator BenTsEN. 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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FRIDAY, APRIL 4, 1080

CoxGREss oF THE UNTTED STATES,
Joint Economrc COMMITTEE,
Washington, 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 Bolling.

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 REPRESENTATIVE BoLLiNg, Vice CHAIRMAN

Representative BoLrLing. 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

int increase in unemployment among construction workers, which
.adicates that the high interest rates are having a serious effect on
jobs 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. JAKRET L. NORWO0OD, COMMISSIONER, BU.-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY W. JOEN LAYNG, ASSISTANT COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS; AND JOHN E.
BREGGER, CHIEF, DIVISION OF EMPLOYMENT AND UNEM.
PLOYMENT ANALYSIS

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

ﬁ‘g;resentative BoLring. We are glad to have them both.

Ms. Norwoob. T 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 amonﬁ 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 survely, also declined. The employ-
ment decrease was concentrated primarily in the construction industry,
where average weekly hours also dropped significantly. Factory jlobs
decreased slightly in March, and were nearly a quarter of a million
lower than in March of last year. L

The index of aggregate weekly hours of production or nonsuper-
visory workers declined by 0.6 of & 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 2% percentage
points to 13 percent.

We are also reporting today a sizable increass in the number of
discouraged workers—persons who are not looking for a job because
they believe they cannot find one. A fter 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 quarterly 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, infamilies 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 earnin
and employment of American families, the new quarterly release wi
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 reachin
almost 110 percent. However, the movement of prices of finishe

oods other than food and energy improved considerably in March.
he 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 & 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 of
“price increases at both the crude and intermediate stages of proc-
essing is encouraging.
le'1 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
ress releases on the Employment Situation and the Producer Price
ndex, follows:]

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHOODS
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Source: U.S, Department of Labor, Bureau of Labor Statistics, April 1980,

NOTES TO TABLE COLUMN NUMBERS ~

8) Unadjusted rate. Uncm?ioxmcnt rate not seasonally adjusted,

) Official rate (X-11 ARIMA method). The published seasonally adjusted rate. Each of the 3 major labor force
components—agricultural em lozment, nonagricultural employment and unemployment—for 4 age-sex groups—males
and fomales, ages 16-19 and 20 yr and over—are seasonslly adjusted independently using data from January 1967
forward. The data serles for sach of these 12 components are extended by a year at each end of the original series using
ARIMA (auto-regressive, integrated, moving average) models chosan specifically for each series. Each extended series is
then ssasonally ldjust«i with the X-11 portion of the X-11 ARIMA program. The 4 teenags unemployment and nonagri-
cultural omolo{mon! comrononh 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 aduit male
unemployment before seasonal adjustment. The unsmployment rate is computed by summing the 4 sessonally adjusted
unemployment eommunb and calculating that total as a percent of the civilian labor force total derived by summing all
12 seasonally adju P ts. All the lly 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 middie of the year after the June data become avallable. Each set of 6-mo factors are published in advance, in the
Janua&lnd July Issues, res odlvoo%, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method). The procedurs for computation of the official rate is followed, except that the
data are reseasonally adjusted each month as the most recant data become available, Extrapolated factors are not used at
allin this method, For example, the rate for Janusry 1380 would be based, during 1980, on the adjustment of data for the
period January 1967 through Jnnua?v 1580, The rates for the current year are shown as first computed. Since the revision

attern and procedure for computation of the rate are identical to the official procedurs, the results of this method will be
dentical to the official rate at the beginning of esch year when the most racent observation Is December.

él) subu.éx-u 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 usln#nmo stable option. This option assumes that
seasonal patterns are basically constant from yur-to-{w and computes final sessonal factors as unweighted averages
of all the sessonal-Irregular components for each month across the entire span of the period adjusted. As in the official
procedurs, factors are extrapolsted in 6-mo intervals and the series are revised at the end of each year. The procedurs for
computation of the rate from the seasonally adjusted components Is also identical to the officlal procedure,

(5) Total (X-11 ARIMA method), This Is ons alternative aggregation procedure, in which totsl unemployment and labor
force lavels are extended with ARIMA models and directly |d|]umd with multiplicative adjustment models in the X-11
part of the program. The rate [s computed by taking seasonally adjusted total unemployment as a percent of seasonally
adjusted total civilian labor force. Factors are extrapolated in 6-mo [ntervals and the series revised at the end of each yesr.

(6) Residual (X-11 ARIMA method). This is another aiternative umftllon nethod, in which total smployment and
civilian labor force levels are extended using ARIMA models and then directly adjusted with multiplicative adjustment
models, The seasonally adusted unemployment level Is darived by subtracting seasonally adjusted employment from
seasonally adjusted (sbor force, The rate is then computed by taking the derived unemploymant level as a percent of the
1abor force level, Factors are extrapolated in 6-mo intervals and the series revised at the end of sach year. ’

(7) X-11 method (former official method), The ?.r:!coduru for computation of the official rate Is used except that the series
are not extended ARIMA models and the factors are projected in 12-mo intervals. The standard X-11 program Is
used to perform the seasonal adjustment,

Methods of adjustment: The X-11 ARIMA mathod was develoned at Statistics Canada by the sessonal adiustment and
times sarles staff under the direction of Estels Bee Dagum. The method is described In the X-11 ARIMA Seasonal Adjust-
ment Method, by Estela Rae Nagnum, Statistics Canada Catalorus No. 12-564E, Seotember 1979,

The standard X-11 method is described in X~11 Variant of the Census Method 1] Seasonal Adiustment Program, by
Jullus Shiskin, Alan Young and John Musgrave (technkal paper No. 15, Bursau of the Census, 1967).
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THE EMPLOYMENT SITUATION: MARCH 1980

Eaployment 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 weaployment rate
was 6.2 percent, cowpared with 6.0 percent in February and 6.2 percent in Janusry. 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-~deciined by 300,000 to
97.7 million. Total employment has not advanced appreciably since September 1379.

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 mfllion, 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 1ia March. There was an increase in the number of unemployed persons lafd off from their
last job and in the number unemployed f-or 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 (1.8
percent) all showed little or no change over the month. (See tadles A-1, A-2, A-4, and A-5.)

The number of nonfarw workers on part-time work schgd;le- for economic r;uona (sometimes
termed the "partfally unemployed") remained at 3.4 millfon %n March. Over the past year, their
total has risen dby 200,000, all of it among th..e who usually work full time. (See table A-3.)
Total Bmployment 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 chsnged over the month.

Employnent growth has been slowing for several months, and the March level was up only 1 million



from a yesr earlier.

experienced slmost no employment growth over the past year.
The civilian lsbor force was about unchanged in March and was up only 1.7 million over

year, the smallest yearly jump in more than 4 years.
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(See table A-1.)

Due in part to their employment drop of 230,000 in March, adult men have

the

The labor force participation rate fell by

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

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 sre not looking

because they believe they cannot find any.

for jobs

Because they do not meet the labor market teat--that

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

| Quarterly sversges | Monthly data |
l | |
Selected categories { | | |
! 1979 11980 | 1980 |
| | | | | | |
1 ) W ] Tt jJen. ) Feb. |Mar. |
|

BOUSEHOLD DATA

I Thousands of persons

Civilian labor forcessssesesssnrecvesss|102,315(103,749(104,194[104,229]204,260(104,094]

-166

Total employment. seess]| 96,4251 97,665} 97,804| 97,804f 97,953 97,656] -297
Unesployment. . | 5,890 6,084} 6,390 6,625] 6,307] 6,438 131
Fot in labor forcee... ««| 58,255| 58,842] 59,022] 58,791} 58,951| 59,322| n
Discouraged WOIKers.sscssnssscarsass]| 740) 741 993| N.A.| N.AJ  N.A.| N.A.
: ! [ $ 1 1 Il
| Percent of labor force
Unemployment retes: | | | | 1
5.9| 6.1] 6.2 6.0} 6.2] 0.2
Adult men... | 4.2 4.7 4.7] 4.6l 4.9 .3
Adult women... | 5.7¢ 5.71 5.8] 5.7¢ 5.7]| 0
1 16.1] 16.2} 16.3} 16.5} 15.9] =6
| 5,10 S.4] 5.4l 5.3  5.4] a1
| 11.2 b1.7] 11.8] 11259 11.8] 3
Full-time WOTrKersssesscensossveanens] Se4 5.7| S.71 5:6] 5.8! .2
[} | I | I
ESTABLISHMENT DATA 1
| Thousands of jobs
Nonfarm payroll employmentesssesssssssa| 88,726] 90,108(90,687p| 90,652[90,774p190,634p] -140p
26,587)26,684p| 26,783|26,719p)26,549p] -170p
Service-producing industries........| 62,238| 63,521|64,003p| 63,869]|64,055p164,085p| 30p
. ; | 1 1 | |
l Hours of work
Average weekly hours: | | | | | I
Total private nonfarmesesecseinseass]| 35.8]  35.7] 35.5p] 35.71 35.5p| 35.4p] -0.1p
Manufacturing.sssseences ool 40.6] 40.2] 40.0p] 40.3] 40.0p| 39.8p]  -.2p
Manufacturing overtimecicervesseersess| 3.7 3.2]  3.1p] 3.2 3.1pl  3.1pl Op
I 1 | 1 1 1 L

p=preliminary

N.A.=not availsble
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is, they sre not engaged in active job search~-they are classiffed as not in the labor force
rather than unemployed. Data for this group are published gquarterly.

The number of discouraged workers jumped sharply f{n the firet quarter of 1980 to a level of
1 millfon. This represented a 250,000 increase over the last quarter of 1979 and brought the
number of discouraged workers to its higheét level since the third quarter of 1977,
Three-fifths of the total cited job-msrket factors as the reason for their discoursgement, the
same proportion as in the previcus quarter. (See tsble A-10.)

Industry Payroll Employwent -
The number of employees on nonagricultural payrolls fell by 140,000 to a March level of 90.6

million. Payroll employaent was only 1.6 millfon higher than a year earlier.

The largest over-the-month decline occurred in the construction industry, wvhere employment
dropped by 135,000. This was the secood consecutive -on:.hly reduction in this industry, with
the 2-month decrease totaling 200,000 jobs; up through January, eoployment had been rising.
Manufacturing esployment 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 millfon, as a small job gain in the services
industry was about offser by an employment drop in retail trade. (See tadle B-1.)

Bours

The average workweek'for production or nonsupervisory 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 18 recognized as a
leading 1indicator of business cycle developments, decreased 0.2 hour in March to 39.8 hours and
wvas down half an hour since January. The construction workweek was down 1.2 hours over the
moanth and 2 hours since January. (See table B-2.)

The index of aggregste weekly hours of production or nonsupervisory workers on private
nonfare 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 fszllen

by 4.3 percent over the year. (See table B-5.)



Hourly and Weekly Farnings

Average hourl'y rarnings 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
wveekly earnings rose 0.6 percent n March and vere up 6.3 pe;cmt over the year. (See tadle
B-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 Ikr'url! Earnings Index

The Hourly Earninge Index--earnings adjusted for overtime in manufacturing, sessonality, and
the effects of changes ir the proportion of workers in high-wage and low-wage 1industries--was
245.0 (1967=100) in March, 1.0 percent higher than {n February. The Index was 8.8 percent sbove
March a year ago. In dollers of constant purchasing power, the Index decreased 5.2 percent

durfng the 12-moath perfod ended in February. (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 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 condu.wed 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 informatior. 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 déta 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 Lo reflect the entire civilian noninstitu-
tional population 16 years of age and older. Each per-
son in a housechold 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 pubdlic
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 of{

and waiting to be recalled and those expecting to report
1o a job within 30 days.

The civitian labor force equals the sum of the number
employed and the number ployed. The ploy
ment rate is the percentage of unemployed people in the
civilhan labor force. Table A4 presents a special group-
ing of seven measures of unemployment based on vary-
ing definitions of unempioyment and the labor force.
The defmitions are provided in the table. The most
restrictive definition yields U-1, and the most com-
prehensive yiclds U-7. The official unemployment rate
is U4S.

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 establish survey 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 ycar, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. Thewe adjustments make nonseasonal
developments, such as declines in cconomic activity or



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 ferce 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 .nemployment 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 daia that have been
published over the previous § 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
sstimate 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
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standard error from the results of a complcte census, At
the 90-percent level of confidence--the conficence limits
used by BLS in its analyses--the ercor for the monthly
change in total employment is nn the order of plus or
minus 293,000; for total unemployment, it 1s 185,000;
and, for the overall unemployment rate, it ic 0.19
percentage point. These figures do not mean that the
sample results are off by these magnitudrs bui, rather,
that the chances are 90 out of 100 that the “‘rrue’ level
or rate would not be expected to differ from the
estimates by more than these amounts.

Sampling errors for monthly surveys are rednced
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 speaki.g, 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, 1s 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 reiurns; 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 finat
form in December. To remove errors that buiid 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-1o-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 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 houschold 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 1ables K
through P of that publication.
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Table A-7. Renge of unemployment measurss based on verying definitions of unemployment and the labor force,

seasonally adjusted
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Tadle 8-1. Emproyess on nonsgricuttural payrolls by industry

ESTABLISHMENT DATA
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Table B-2. Average weekly bours of production or nonsupervisory wovkon,' on private

ESTABLISHMENT DATA
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'
Table B-3. Average hourly and weekly o8 of prod or visory on private
nonagriculturs payrolls by industry
Avengs bowrly wruing Avmese wekdy wrers
Mar. Jan. Fad, ¥at. | Mar. Tad, p | Mar.
1900 | 1980 | 1980”| 1879 1980 " { 190
TOTALPRIVATE . . . ... ... 26,62 | 86,46 | 96,501 6214.919225.34|8226.75|0220.80
Sosscnefty oW . . ... . . 6,42 | 6.43 | €51 z2aeasa| 229.19) 220.98] 230048
MINING ... . .. .. w08 | 8092 | .01 33a.78) 3ne.0n} 383.36] 391.03
CONSTAUCTION .. .. ... . . .. 947 ] siez | e.se| 331.89] 332.40] 342.47) 342.22
MANYFACTURING . 7.03} 286.34| 277,01 277.50] 280.39
OURABLE GOODS 3.53( 209039 297.82] 299.49] 303,48
Lumbe! 2nd wo0d protucts 6.36| 231.83 242,40 2422
Funure and hxtuwes . . ... 5.37 193.0% 203,61 | 203.1)
T.26) 117,38 205,20
9.31] 386,63 L9
Ze18 277.34
T.27 306.2¢
Electrc and shect Onac suDIment 6.75 150.71
Transponaton Kxmpment 9.02 3617
LFX 1] 249,43
3.37| 194,04
630 220,01 243.90| 243.07
s.66( 242,38 139.61( 239.74
7.56] 132,98 270.84} 205.01
a8l 1R2.6L 199.92( L9s.84
4.51 148,53 157.88) 15%.63
7.53| 293.09 317.23) 319.27
7.30f 235,23 1680.62{ 272,29
1.05{ 308.38 332.38[ 336,48
9.11| 407.78 ssa.12| 384y
. RS 242,60 249.77] 233.0)
Lonther 3 lagthee rodutts .. ... o el B 4,46 4,48 149,70 165.01] 163,71
TRANSPORTATION AND PUBLIC UTILITIES . e 2,38 | s.60 ve.a2f 33012 3et.az] 3a3.08
WHOLESALE AND RETAIL TRADE . ... .... . . ... ... N TIE N TIR AE 1] 11,38 170.38f 170.90) 172016
WHOLESALETRADE ... . .......... ... .. ... cooo. 6.2y | 6,72 .2 242.33| 258.72] 250,02 261.80
RETAIL TRADE ... PO SN | s A o 33.44f 1e2.48] 142.44) 144000
FINANCE, INSURANCE. AND REALESTATE .. ......... . . ... s.e | s.35{ s.e0| .68 187.31) 200.47) 200.28f 206.78
BERVICES . ... . . . . . .. s.2¢ 5,88 s.6% s.72) ira.an| 1R3063] 184.9))

! S footrow 1, tabie B-2. prprelwningry
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ESTABLISHMENT DATA s ESTABLISHMENT DATA
Table B-4. Hourly sarnings index for production or visory ' on private ’
nonsgricuitueat payrolis by industry division, sessonally adjusted .
19674 100]
Pormnt chorg rom—
Inbery MAR. ocT. wOv. DEC. JAN, FER. P WAN. P

1979 1878 1979 1979 1980 1380 1920 TAR. 187§~ |FPB. 1930~
WAL, 10RO ¥AR. 1920

TOTAL PRIVATE NONFARM:
Currom dolory e e e 234, 237.) 239.% 240.5 242.3 24%.0 LI3d 1.0
Constam (Y987) dolters ... 104.1 104.1 103.¢ 102.¢8 102.2 LY ) (33
WG L. L 2.0 271.¢ 273.2 176.2 170.9 .) hed
mm - 224.0 215.8 221.6 230.0 131.2 4.8 o6
ACTURING EEURE 240.0 242.1 2440 248.0 250.2 .4 )
TAANSPORTATION AND PUBLIC LTHLITIES 153.8 238.9 260.7 263.0 185.7 9.3 1.0
WHOLESALE AND RETAIL TRADE . 12744 229.5 231.3 23344 237.6 8.3 Rl
FINANCE, nnnwuxwunmul 113.1 16,2 L] 22007 223.8 10.2 .3
- SERVICES - 132.3 134.7 2377 239.7 242.1 8.5 1.0

L SEE POOTWOTE 1, TABLE B-2. T -
B PERCENT CRANGE WAS -5.2 TROM TEDRUARY 1370 7O TEBRUARY 19K0, TRE LATEST KONTP AVAILABLF,

3 PLRCERT CHANCE WAS -.3 TROW JANUARY 19%0 TO FERRUARY 1900, THE LATPST MONTY AVATLANLF.

WA © not evelabie

prprelimitery,

NOTE Al-n-nhmmmmummmmamw—dnmmnmumw—mm Fructustions w overtirns
m.nm(m-qtmmmuhm—h‘nn”!uum!nmpnﬁmﬁmnhw—umm-n

Table B-5. Indexes of sggregete weekly hours of production or tsory work ! on privete
nonagricuitural payrolls by industry, seasonsily adjusted
1987~100) o

1979 B 1980

Inttry diviion snd rovp

¥er. |Agr. | vay {sone [tely lAvk. [sepr.locr. Wov. [Dec. [lam. rev.” {mar, *

TOTALPRIVATE . . ... .. .. .. 125.7 012308 t25.a (125 2] 128 2 25,8 f125.9 (125,80 112830268 127.1]128.8(123.9
GOODSPRODUCING . . R £ T ) 106.8 520.3[110.1( 109.9]109.4|t09.7{109.0 (108.7(109.6 110.6]109,0/106.9
MINING . .\_, A R T TR I 1 20 151.6]152.9 1484 156.7[157.4 0504 158,64 {362,3(263.71161.9{141,0
CONSTAUCTION .. e i2aee| 133.7]134.4) 1339 134.3]138.4 132,72 [133.7 (337,11 142.3[136.9]127.3
MANUFACTURING .. e e s 106.0 {102.0 108.7[204.3 104.4[103.3]103.4{103.1 [102.5]102.9 103.0 ID‘)-I i01.8
DURABL € GOODS PR . 111041 [103.0f 100.5/107,9{107.9/106.8}107.1 106,2(505.1[105,6]103.3]104.9/104.1

112.4
105.9[ 108,

11t.9f112.3113.6;113.3[110.11108.3/109.0]107.0(103.8
103.3] 105.9{104.3|1ca.8{105.9{106.2]106,4{106.7]103.6)104,0
110.8
5.9
104.8
116.2
104.7
102.6
127.2
$M.7|100.3[ 108.74100.4 101.4

w
-
~

9.1 9.2 9.0
95.9| %44
73.0 7
R0 o
| 80.3] 800
103.2{103.1
103.1|103.3] 104.4]104.7
108.3{100.4/100.8]100.2
124.2{123.1] 123.0]|124.2 .
133.4[150.4] 150.51143.4 143.95
63.4| 66,0 41.3] 6.8 5.1

13s.9) 136 sf ase r[ian.e[iare2]137.5]038.5 (1984 [130.6[130.7]13%.1

uTiLmes ... ... TR ofrser(ron.d pid.afans.o) t1a.2| 0152 1149 018, 8(106.9 115.4[128.2[004.8]013.4
mmcwuwu - -

TRADE . e T 130.2|130. 130.2/130.0{ 429.9 I'"-. 190.6{030.7[031.6[130.9 0301.¢[131.5]1)1.3

; v

WHOLESALE TRADE ... e 13231900 132,812 132,712 a{0s2.5]090.4 (130 1348 [194.3]1940) 1330
RETAIL TRADE ... P R IPESIS L0 LR RN 12 120.9)029.61129,7(130.57320.7[030.5[130.4/ 03044
IFINMANCE, MIBURANCE, AND

MEAL ESTATE . .. ................ ... |168.8[045.9 2aa, 81143, 7[ 46 3 1403 1870 |140.7 14023 11 3 Illfl L4 9f 1408
SEACES . . L. istenfist.a csnarfusace] ass.sfiss.afusy.nlisa.1]1ss.2[138.5]15¢8.3 (1322

! Soe fovtretn ). wble 82 ot
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ESTABLISHMENT DATA ESTABLISHMENT DATA

Table

. Induxes of diffusion: Percent of industries in which employment! inar

Yoor snd mpmth Ower t-mpnth wpan Over 3-mguth smn Owr S-month wea Over 12mart gon

1.0

’ ) 1.3

MorcRessreranen 2.4

april. .y

. 70.3

] 8.1
0.3
37.2
§1a2
"
71,3
15,3
6.3 0.2 9.1 [
6.2 5.6 o 8.t
6.3 1.3 7.6 0.
6.0 6.4 3.3 [TH
1.8 67.2 1.7 LIRS )
646 6.6 .2 0.
5.8 6.3 1.0 .
§0.3 6.3 17.3 .2
§2.3 .2 1.7 7.8
73.0 8.2 82,3 3.5
5.9 1.1 2.3 78.2
7.4 2.3 10.3 Tt.8

76.5 7441 1.9
12.1 7.4 0.6
57.8 61.9 81.7
35.2 S84 4.0
$1.9 . 1.9
s8.4 8.t
$6.7 56.1 7.0
3.0 5.8 $1.99
2.9 37.% 32.%
Octeber..ioiisnnns sl.0 81.8

ovend 5.6 §3.4p

4. 65.7p
3.4 - 41.0p
ebreary.. $7.00 $3.0p

Mareh....

! Mmer ot emtovem, mascredy siusted. on seyros of 172 privem Meseicultral ndvatren.
» = protionenery .
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PRODUCER PRICE INDEXES--MARCH 1980

The Producer Price Index for Finished Goods moved up l.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 latge as the increases
reported for either January or February. Prices for intermediate (semifinished) goods rose
0.5 percent, less than in any month since July 1978. Crude material prices declined 2.2 per-
cent following a 2.6 perceat 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 wmuch
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 fIn 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 Intermediate goods Crude goods

| | | t |
| | | t |
| | | 1 J
| | | | Foods | t | Foodstufés| |
| | Total |Consumer} Other | Total | and | Other | Total | and ~ |Other |
| Month | | foods | | | feeds}/| f | feedstuffs| |
| | t | | ] | | | $ |
| | | | | { | | | t |
L 1 | | 1 I8 | | 1 | ]
IMar- 1979} 1.0 | L3 0.9 | 1.0 | -0.8 | 1.1} 1.9 | 1.7 1 2.3
[Apr. «.e.] .8 | -4 | 1.2 | 1.5 | a1 1.6 | -4 | -4 | =3
IMay <u-o) S -1.0 | 1.0 | 1.0 1 B 1.0 | 71 -7 | 2.7
[June +.vu] 6 | =-1.0 | 1.1 | 1.0 | S 1.0 | 1.2 | 0 i 2.8 )
[July «ov-] 1.2 | 14 1.3 ) 1.6} 4.2 | 1.51 2.2 3.0 ] 1.2
fAug. «o.4} 1.1 | 1.5 | 1,0 | 1.4 | .9 1.5 | W2 1 =5 | 1.2}
Septecena| 1.5 § 1.4 | 1.5 1 1.5 | 5 1.5 | 2.2 ) 1.4 | 3.2
[oct o 1.1 -1 1.5 | 1.7 ¢ .3 1.8 | 1.1 | .1 ! 2.3 |
|Nov. N 1.2r] 1.9 § 1.0r} .9ri -3 | -9rf 1.3 | 1.0 | 1.7}
IDect . .: -Br: .2 !I .9ri l.OrII 37 l.1r| 1.3 | 2r | 2.6c)

| | | | |
|3an. 1980 1.6 | -.8 | 2.4 | 2.8 | -2.7 | 3.0 | -9 -3.8 | 2.8 )
[Febs «uvel 1.5 | -5 2.0 1.8 5.5 | 1.7 2.6 | 2.2 | 3.2
IMat. «evel 1.6 ) 1.1 | 1.5 | S5 =3.0 g -2.2 2.7 | -1.4 |
L | | 1L | 1 i | | | |

1/ Intermediate materials for food manufacturing and feeds.

* Data for November 1979 have been revised to reflect the availability of iate reports
and corrections by respondents. For this reason, some of the figures shown above
and elsevhere 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 perceat, much less
than in efther 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 yesr, 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 capitsl 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 fncreased 9.7 percent.

Einished goods

Einished consumer g00ds. 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 sdvance at an unusually
rapid pace. Gasoline prices rose 8.5 percent, and prices for home heating cil rose
6.3 percent; both of these increases vere about the same as in the preceding month.

The index for finished consumer foods advanced l.1 percent after declining 0.8 and
0.5 percent in Jsnuary and Pebruary, respectively. Prices turned up sharply for eggs.

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

] i Changes from preceding month, seasonslly adjusted {Change f{n |
i | | finished |
| i ] |Finished consumer goods excluding foods|goods from |
| i Capital |Finished J 12 months |
| Month |Finished| equip- |consumer | ago |
i | goods ment | goods Total Durables Nondurables | (unadj.) |
| | ! |
i | | | | | |
L ! | t
IMar. 1979 1.0 0.6 1.1 1.1 0.5 1.4 [ 10,6 ]
lApr. ..o .8 1.1 .6 1.2 .8 . 1.5 | 10.4 }
May oo .5 .5 -] 1.4 N 1.8 | 10.2 t
|June ..., 6 | .7 -6 | 1.4 .6 | 1.9 [ 9.9 |
{July «oveb 102 | .8 1.3 | 1.7 .8 | 2.2 | 10.3 |
JAugs +aeel 11 | -l | 1.6} 1.7 | o | 2.7 | 1.1 |
|Septesecel 1.5 .7 1.8 | 1.9 | 1.5 2.2 | 12.0 |
octs wee-l 1.1 .9 1.2 | 1.8 | 1.6 2.0 | 12.3 |
INov. cuesl  lo2r .7 1l.4r | Tt | .9r 1.2¢ | 13.0r |
|Dec. .o..] .8r .7r I 1.0r .Br l.1r | 12.5 |
1 | | | {
[Jan. 1980} 1.6 1.6 1.6 | 2.8 3.2 lo- 2.6 | 13.0 |
[Febe «cau} 1.5 .7 1.8 | 2.9 | 1.8 | 3.5 | 13.3 |
IMar. ooou] 14 ] .8 | 1.6 | 1.9 | -4 [ 3.2 | 13.9 |
L { 1 | ] L L l |

*  Dats for Novemder 1979 have baen revised to reflect the availability of late reports
and corrections by respondents. For this reason, some of the figures shown above
and elsevhere in this release may differ from those previcusly reported,

= Trtevised.
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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 cake 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 proceuzd
poultry and roasted coffee also fell but not as much as in February.

Price_increases slewed 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 after 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 i{n February.

« The index for capital equipment rose 0.8 percent, about the
same as in the previous month. Some of the largest advances occurred for pumps and
compressors, motor trucks, generators and generator sets, machine tools, commercial
furniture, agricultural machinery, oilfield machinery, chemical industry machinery, and
industrial process furnaces.

Interpediate paterials - :

The Producer Price Index for intermediate materials, supplies, and components moved
up 0.5 percent {n March, seasonally adjusted, much less than in either Janaury (2.8 per-
cent) or Pebruary (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 preducts.

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 perceat. Lead pricea were also
lower. In coutrast. the indexes for nickel, tin, and zinc rose substantially.

The construction materials index sdvanced 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 manfacturing materials continued to rise sharply,
including industrial chemicals, paper, phosphates, and nitrogenates. In addition, the
indexes for finished fabrics, gray fadbrics, and synthetic fibers regi{stered 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 considershly. 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 incresses slso slowed
for many types of machinery parts. In contrast, large increases were registered for
plastic parts, pesticides, and mixed fertilizers.

Cxude materials

The Producer Price Index for crude materials for further processing declined 2.2 percent
in March on a seasonally adjusted bdbasis, following s 2.6 perceat increase in February.
Prices for crude foodstuffs and feedstuffs turned down sharply, following a marked increase
i{n February. and crude nonfood material prices fell 1.4 percent, the sharpest drop since
June 1977. . -

The {ndex for crude foodstuffs and feedstuffs decreased 2.7 percent, following a
2.2 percent incr2ase in February. Prices for raw cane sugar fell 26.4 percent after climd-
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 wss much less than
in February. 1In contrast, green coffee prices moved up considerably more than in the
previous month. Fluid milk-prices slso 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 {an February. Hides and skirns and
wvastepaper moved down considerably for the second consecutive month. On the other hand,
prices for aluminum base scrap and potash rose. .

Prices for cruvde energy materials rose 0.6 percent, much less than the 2.4 percent
advance {n February. Natural gas prices edged down following a substantial rise {n
February, but crude petroleum and coal prices increased more than in the preceding month.
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Brief Explanation ot
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received tn primary markets of the United States .
by producers of commodties in ail stages of processing.
These data were previously presented as the Wholesale
Price Index The name “Producer Price Indexes” s
now being used to reflect more accurately the coverage
of the dala. 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 1n the
manufacturing, agriculture, forestry, fishing. mining.
gas and electricity. and public utilities sectors The
universe mcludes all commedities produced or im-
ported for sale in commercial transactions in primary
markets in the United States

Producer Price Indexes can be organized by stage of
processing or by commodity. The stage of processing
structure organizes products by degree of fabiication
(i.e.. fimshed goods. intermediate or semifinished
goods. and crude materials) The commodity structure
organizes products by simitarity of end-use or material

composition.
Finished gouds are commodluﬁat witl not under-

go further processing and are ready for sale to the ulu-
mate user. cither an individual consumer or a business
fiem. Capual cquipment (formerly calied producer

finished goods) includes commodities such as motor
teucks, farm equipment, and machine ool Finined
consumer gouds include toods and ather types ot gaods
eventually purchased by retailers and used by won
sumers. Consumer toods include unprocessed toods
such as ¢ggs and tresh vegetables asy well as procesad
foods such as bakery products and mams  Ciher
finished consumer goods include durables such s
automobites, houschold turmiture, and eweley and
nondurables such as apparct and gasoline

Iniermediate materals supplies, and components arg
commodities that have been processed but require |
turiher processing hetore they becone tinshed goods
Examples of such senhtimished goods indude tour
cotton yarns, steel null products. belis and belung,
lumber, liquetied petroleum gas. paper baves. and
motor vehecle parts,

Crude mutertals tor further procesang inelude prod-
ucts entering the market tor the tirst iime which have
not been manufactured or tabricated but will be prog-
essed betore becoming hnshed goads Scrap materials k
are also inctuded Crude toudstutts and teedstutts in-
clude 1tems such as gramns and hvestock Examples ar
crude nontood materials ciude caw cotton. rude
petroleum, naturai gas. hides and shins, wnd ron ard
steel scrap

HNISHED G00DS

INTERMEDIATE MATERIALS,
SUPPLIES AND COMPONENTS

CRUDE MATERIALS J

AUTO'TRUCK

\/Wn METAL ' =

. \ﬁouna R T )
STEELSCRAZ. 227 D)
[

BREAD

APPAREL
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For analysis of general price trends, stage of process-
ing indexes are more useful than commodity grouping
indexes. This is because commodity grouping indexes
sometimes produce ¢xaggerated or misleading signats
of price changes 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 automobtles 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 tar all commodities at all stages of process-

ing. On the other hand. the Finished Goods Price lnddx\
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, prices 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 collected monthly, primarily by mail ques-

tionnaire. Respondents are asked to provide net prices
of to provide all applicable discounts. BLS attempts to
base Producer Price Indexes on actual tramsaction
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 reporied 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 ne.
selling value of all commodities as f 1972, The
detailed data are aggregated to obtain induxes for stage
of processing groupings, commodity groupirgs,
durability of product groupings, and a number of
special composite groupings. Each 1ndex measures
price changes from a reference period which equas
100.0 (usually 1967, as designated by the Oifice of

. Management and Budget). An increase of 85 percent

from the reference period in the Finished Goods Price
lIadex, for example, is shown as 185.0. This char ge can
also be expressed in doilars, as follows: “The priceof a
representative sample of finished goods sold in primary
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
changesare affected by the level of the indew 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 1t the current rate were maintained for a 12-
month period.

Indes Pomt Change

Finished Goods Price Indea IXS 8
fuss previnus indey IX3 8
equtbs index puint change to

brde v Poreenr Chang

10

Index puint change

disaded by the previous indey [EER
cqualy 000

resule mraluplicd by 100 Cous x 10
equals indux pereent change oS

66-785 0 - 80 - 7

A Note on Seasonally
Adjusted Data

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

For analyzing gencral price trends in the economy,
seasonally adjusted dala usually are preterred because
they eliminate the effect of changes that normally occur
a1 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 cychical
trends. Seasonally adjusted data are subject to revision
when seasunal factors are revised cach year.

The unadjusted data are of primary snterest lu users
who need information which can be related to the ac-
tual dollar values of transactions Individuals requir-
ing this informauon include marketing specialists,
purchasing agents, budget and cost analysts. contract
specialist, and commodity traders Unadjusted data
generally are used in escalaiing contracts such as
purchase agreements or real estate leases,

~.
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Table 3. Producer price indexes for selected commaodity groupings'
(196,=100)

Unadjusted 1ndex
Grouping Nov. 1979 2/[March 1980 2/
247.2 2515
282.3 277.5
MAJOR COMMODITY GROUPS
Farm products and processed foods and feeds.... 232.3 234.9
Farm products. . ................ . 260.2 239.3
Processed foods and feeds 2271 231.5
Industrial commodities............... PN 250.6 268.2
Textile products and apparel.......... 172.8 178.9
Kides. skins. leather, and related products 248.9 246 .8
Fuels and related products and power 3/...... 476.9 553.5
Chemicals and allired products 3/... 236.0 251.6
Rubber and plastic products.... 20%.9 212.7
Lumber and wood produces ...... 298.9 295.7
Pulp, parer. and all-ed products 229.5 241.6 R
Metals and metal products...... 221.1 286.3
zhinery and equipment........ 221.3 231.9
Furniture and household durables 176 .4 184.6
Nonmetallic mineral products 257.4 276.1
Transportation equipment (Dec..$9683100)..... . 194.8 193.8
Miscellaneous products................... e 221.¢4 256.2
Industrial commodities less fuels and related
products and power 226.9 238.4
OTHER COMMODITY GROUPINGS
91-9 Other farm products........ 318.3 311.5
02-1 Cnreal and bakery producu . 222.5 231.3
02-2 cats. poultry, and fish . 239.3 239.2
02-5 Suqar and confectionery........ e22.9 263.6
02-6 Beverages and beverage materials. aatr.2 226.0
02-63 Packaqed beveraqed materials... 368.0 353.1
02-7 Fats and orlds. ... .l 241.9 222.4
06-4 Other leather and related products 208.4 217.9
_05-3 Gas fuels 3/................... 637.0 720.3
05-7 Refined petroleum products 3/. . 545.4 657.9
06-3 Druqs and pharmaceuticals........ . 163.¢ 168.9
06-5 Aqracultural chemicals and products... 229.5 256.0
06-7 Other chemicals and allied products 198 .8 214.5
07-1 Rubber and rubber products 223.7 232.3
07-11 Crude rubber................... 237.2 254.9
07-13 Miscellaneous rubber products 217.1 223.4
~09-1 Pulp, paper. and products. excluding
- paper and board .... .. ...l 231 1 243.t
09-15 Converted paper and paperbaard prcducks 219.0 . 231.3
16-1  lron and steel...... 292.0 304.6
10-'3 Steel mil1l products. 288.8 295.6
10-2 Nonferrous metals. .. 284.1 320.9
10-4 Hardware................. 225.5 230.5
11-3 Metaluworking machinery and equipment..... 252.2 2641
11-4 Ceneral purpose machinary and equipment.. 264.2 355.7
11-7 Electrycdl machinery and equiprent,...... 1864.9 195.9
11-9 Miscellaneous machinery and equigment. ... 216.9 222.7
13- Concrete ingredients. .. ....ouvieiuennanns 249.6 266.0
14-1 Motof vehictes and equipmant. . . 197. ¢ <00.8
t15-4 Photographic equipment and suppl\es e 161.2 219.4
15-9 Other miscellaneous products. . ...... 293.3 352.3

1/ Indoves for these commodity qroupings are not rncluded
wn Table 2 Lecause therr components are dividad among dirfferent
stages of processing.

37 Data for Nov. 1979 have been ravised to reflect the
avarlability of late reports and corrections by
responcents. ALl data are subject to revision @
months atter orrginal publrcation.

3/ Prices of some items 1n this qrouping are lagqed 1 month.
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Chart 2

intermediate Materials Price Index and its com
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Chart 3

Crude Materials Price Indoxoand its components.
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. Representative BoLLiNg. 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 tho recession had not appeared. Then tﬁzre 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 juigment that a recession is not far off ¢

Ms. Norwoop. I don’t think that one can make any jud{nent about
o recession from these figures alone. I think we can say that the first

uarter 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 constructton
industry. A recession, as you know, Con man Bolling, is defined
%el:temlly 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 earlier? 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. Norwoop. 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
virle have had during the decade of the 1970’s some very radical social
changes,

Thg:snumber 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 on
their behavior generally. :

Representative BoLring. 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. T 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. Norwoop. 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 of_the population, when one
looks at the effect that unemplovment may have, one sees that differ-
ent families and different people may be affected in 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 axey live.

I think that will give us greater insight into social issues,

Representative BoLLing. 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 turnin%
point is developing, that unemployment will soon grow much worse

Ms. Norwoop. 'Lhe 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 BoLring, 'L'ell 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. Norwoop. '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 i1s 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 BoLring. 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. Norwoob. The difticulties 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 BoLLiNg. Have we ever gotten one of those bubbles

assed through before we got another bubble in petroleum? How

ong do the b\ﬁ)bles float ¢ [Laughter.]

Norwoop. 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, especiall
'f;asoline, were rising at the consumer level at a rate that was muc

ower 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. Norwoop. 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 BoLLiNG. 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. Layne. 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. Norwoob. I do think, however, that it is important to note the

int that I made earlier about the difference between the rise in gaso-

ine prices in ﬁarticular 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
tﬁ_cf:{m.nge, 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 BorLring. 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. Norwoop. Of course, the sale of imports is also up. Smaller
imports and small cars in general are sellin%]at a premium.

epresentative BoLLina. I don’t suppose that there was a time 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 have -
any basis for comparing their experience with increased prices with
our own experience.

Ms. Norwoop. I think that they have had an entirely different situa-
tion for gears. 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 Boruing. Well, it is an entirely different situation,
and I just wondered if there was any.hing that we could learn or speed
up our learning, because we seem to be having difficulty in understand-
ing what our policies really accomplish.

ow, back to unemployment briefly, and sort of & variation in the
standard. Have the increases in unemployment fallen more heavily on
certain groups in the labor force, such as blacks?

Ms. Norwoop. 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 BoLLiNg. But basically, their high relative rate of
unemployment continues ? B i

Mas. Norwoop. Yes. -

Representative BorLing. Nothing happens to change that funda-
mental set of figures? '

Ms. Norwoop. Well, you know, Congressman, that depends upon the
1tlime pe:(iiod at which you look. Certainly over the last year that has

appened.

If you go back several vears, 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. Norwoop. 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.

R?resentative Boruing. During that plateau it began to go back
up? A relative discrepancy—if that’s the right word.

Ms. Norwoop. The relative situation has really not changed much.
What has happened is that everything moves, the whole scale moves.

Representative BorLing. Well, now, if there were any last-hired/
first-fired syndrome, that would show up a little bit later. It hasn’t
shown up yet.
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Ms. Norwoobp. 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 BorLing. 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 are fairly volatile. These can slow significant
rﬁversals 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. Norwoop. 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 BorLrLing. 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

rices§ Or were there special factors in March that held the increase
low 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, anid the evidence on the other end of the pipe it
that they must be going up quite substantially, or something must
be 'hap%amng' . .

Ms. Norwoop. We are working on that. We would like very much
to produce an index of the prices of imported oil. There are some diffi-
cuit,ies in getting the data. We’ve discussed that with the committee
before.

Representative Borrina. Well, I missed that, and I won’t ask you
to go over it a.gain. .

Foods and feeds fell signnificantly in March, at both the interme-
diate and crude levels. I-ﬁ)nw will this affect food prices at the con-
sumer level, and when ? )

Ms. Norwoop. 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 much more than the other
indexes. ) -
resentative BorLring. 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. Norwoob. That is really an extremely interesting question, and
one that I have thought a lot about. And I think the answer is that it
depends upon the particular series; for example, you’ll noté 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 compaie 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 mmportanily, at the 3-month spans compared to previous 3-
month spans, or 6 months. It depends in part on what we know is go-
ing on.

e also have to look, of course, at all of the other data that are put
out by the Government, things like factory orders, 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 BoLLING. I’m not really going to get into seasonal
adjustment, but I am tempted—years and years ago, I did chair a sub-
committes on economic statistics of this committee. And the disease,
I think, has always been endemic to be interested in more and more de-
tail, and less and less willing to accept any month as proving much,
b}e:cause 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 so 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 monthl;
figures, and not seriously enough the long-range trend figures.

Ms. Norwoop. Well, I think that is certainly true. I would like to
point out that I was pleased to see that in our seasonal adjustment
table on the unemployment rate that we attach to the statement, that
ever;i 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 cffect on construction.

On the other hand, it is extremely difficult in construction to be sure
that, in the preliminary numbefs, 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 ouc 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 pol-
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 Borring. 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 no::ﬂg'ust 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. Norwoop. We try not to.

Representative Borrinag. That, after all, is one of your charges. 1
guess ours is a little different. : .

-If you have nothing to add—1I 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 a.m.. the committee adjourned, subject to
the call of the Chair.] “
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Congress oF THE UNITED STATES,
Joint Economic COMMITTEE,
Washington; D.C.

The committee met, pursuant to notice, at 10 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; Mary 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 unemployment—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 lot 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 we’ll 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,
gixl'len the depth of the fall, you might agree with me that the recession
1$ 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 prmw£

(109)
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BU-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, AC-
COMPANIED BY W. JOEN LAYNG, ASSISTANT COMMISSIONER,
OFFICE OF PRICES AND LIVING CONDITIONS; AND JOHN E.
BREGGER, CHIEF, DIVISION OF EMPLOYMENT AND UNEM-
PLOYMENT ANALYSIS '

Ms. Norwoop. 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. Norwoop. 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 an(;) supervisors
to try to give continuity to the business? Does what you see happening
to blue-collar workers bear this out ¢

Ms. Norwoop. 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 tmnséportation equipment, which was hard
hit by recent auto industry layoffs. Construction employment declined
for the third consecutive month. This industry has {

300,000 jobs since January.

The workweek fell for the third straight month both in manufac-
turing and in non?'ricultural 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—Decause increases in consumer prices outstripped compen-
sation growth.

Senator BenTsEN. 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. Norwoop. Certainly the two-earner family has had an effect
on the receipts of family. I don’t have information here——

ost more than
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Senator BENTSEN. You don’t have that number?

Ms. Norwoop. But I can supply that for the record.

Senator BExTsen. All right.

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

New BLS data on famlly 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 § percent.
For married couple families with two earners, the constant dollar decline was
about the same—4 percent.

Ms. Norwoop. Real hourly compensation has now declined for
eight consecutive quarters in the nonfarm business sector.

rices 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. Norwoop. But the information relea.sedp 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 iarge 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 Ms. Norwood’s statement, together with the
Employment Situation press release referred to, follows:]
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UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11

X-11 ARIMA method method

Unad- (former
justed Concur- official Range
Month and year rate  Officlal rent Stable Total Residust method) (cols. 2-‘)
(¢} @) (O] ) ) ®) (0] (8)
5.5 5.8 5.8 5. 8 5.8 59 . 8 0.1
5.2 58 5.8 . 8 5.8 .9 58 .1
6.0 5.7 5.7 .5 5.7 ./ .7 .2
5.8 5.7 5.7 .7 5.8 . 8 .7 A
5.9 59 5.9 .0 5.9 .9 .9 .1
5.6 5.8 5.8 . & 5.8 . 8 X S
5.6 5.9 5.9 . 0 5.9 . 0 .9 .1
$.6 5.8 5.8 .9 5.8 . 8 .8 .1
5.6 5.9 5.9 .0 5.8 .9 .9 .2
6.8 6.2 6.1 . 2 6.2 6.2 .2 .1
6.8 6.0 6.1 . 0 6.1 .9 . 0 .2
6.€ 6.2 6.2 . 2 6.2 . 2 3 R
6.6 7.0 6.8 .9 7.0 .0 .0 .2

Source: U.S. Department of Labor, Bureau of Labor Statistics, May 1380,

NOTES TO TABLE COLUMN NUMBERS

21 Unad{ustad rate. Unemgloxmont rale not seasonally adjusted.
2) Officlal rate (X-11 ARIM thod). The published lly adjusted rate. Each of the 3 major labor force
components—agricultural om‘fhsmont, 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 (suto-regressive, integrated, moving average) models chosen specificaily for each series. Each extended serjes is
then seasonally ldjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and nonegri-
cultural employment commnonts are ad‘umd with the additive acuustment 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 seasonai adjustment. The ployment rate [s puted by ing the 4 ally adjusted
unemployment eornfononls and calculating that total as a percent of the civilian labor force total derived by summing all
12 seasonally adjusted P ts. All the lly adjusted series are revised at the end of each year. Extrapolated
factors for January-June are computed at the beginning of each year; extrapotated factors for Jul{—Dmmbcr gre computed
in the middle of the year after the June data bscome available. Each set of 6-mo factors are published in advance, in the
Janu:&and July issues, m&octmly, of Employment and Earnings,

(3) Concurrent (X-11 ARIMA method), The procedure for computation of the official rate is foliowed, except that the
data are reseasonally adjusted each month as the most recent data become available. Extrapolated factors are not used at
alt 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 hnuary 1980, The rates for the current year are shown as first eomrmd. Since the revision

attern and procedure for computation of the rate are identical to the offiial procedure, the results of this method will be
dentical to the official rate at the beginning of each ysar 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 a3 in the
official procedurs 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 hinal seasonal factors as unweighted averages
of sll 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 serles are revised at the end of each ysar. The procedurs for
eorn;uhtm of the rate from the sessonally adjusted components is also identical to the official procedure.

(5) Total (X~11 ARIMA mathod&. This is one alternative aggregation procedure, in which totsl unommfmnt and labor
force levels are extended with ARIMA models and directly adjusted with multiplicative adjustment ols in the X-11
part of the program, The rate s computed by taking seasonally adjusted totsl uremployment as a percent of ssasonally
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 auro?tlon method, in which total employment and
civillan labor force fevels are extended using ARIMA models and then directly adjusted with multipicative adjustment
models. The seasonaily adjusted unemployment level is derived by subt ”? seasonally adtjumd employment from
seasonally adjusted fabor force, The rate is then oomfu!od by taking the derived unemployment level as a percent of the
labor force fevel. 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 for computation of the officiai rate is used oxcegt that the serles
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 adjustment.

Methods of adjustment: Ths X-11 ARIMA method was developed st Statistics Canada b&tho 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 Csnada Catalogue No. 12-564E, September 1979,

The standard X-11 method Is described in X-11 Variant of the Census Method 1| Seasonal Adjustment Program, by
Jullus Shiskin, Alan Young and John Musgrave (technical paper No. 15, Buresu of the Census, 1967),
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THE FMPLOYMENT SITUATION: APRIL 1980

Unemployment rose sharply in April and employment declined for the second month in & row,
the Bureau of labor Statistice of the U.S. Department of Labor reporte.d today. The April
unemployment rate was 7.0 perceat, up from 6.2 percent {in March. The number of persons
unenployed 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 ia 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 .pclnt 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 rosc 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-l.)

Unemployment increases were particularly large for workers in construction and durable goods
manufacturing. Similarly, unemploymeat rates {n the'blue-collar occupations were up markedly in
April, with operatives and craft workers registering the most sizeable increases. {See table
A=2.)

Job losers (including persvns on lavoff and those whose Jobs were terminated) led the
unemployment increase and, 1in April, constituted half of all unemployed workers. There were
smaller, though substantial, increases in the number of uunenployed who had -vulunurily left
their 1last job and fn the number who were reentering the labor force after 4 perind of ahsence.

Average dutration of unemployment was about unchanged, as increases occurred not only {n the
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aunber of workers recently out of work but also in the number who had been jobless for longer
periods of time. “(See tables A-5 and A-4.)

The numdber of nonfarm workers on part-time work schedules for ecconomic reasons (sometimes
termed the "garuauy unemployed") increased by 400,000 in April to 3.8 million. More than 60
percent of the increase was anong those who usually worked full time- (Sce table A-3.)
Emplovnent -

Total employment fell by 500,000 in April, and the 2-month decline totaled 800,000 workers.

These decreases were most pronounced among adult men, whose employment 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

ESTABLISEMENT DATA

| Quarterly averages | Monthly data !
| ) !
Selected categories | | | | Mar.-
| 1979 1_1980 | 1980 | Apr.
| | ! | | t | change
L ¥ | 1v | 1 | Feb. ! Mar. | Apr. 1}
HOUSEHOLD DATA | .
| Thousands of persons
Clvilian 18bOr fOrCeessesssoveessaessss|102,315/103,749/104,1941104,260/104,094]104,419] 325
Total employment... ees| 96,425] 97,665] 97,804 97,953] 97,656] 97,154] -502
Unemploymentessss «ee] 5,890{ 6,084| 6,390f 6,307] 6,438} 7,265| 827
Not in labor force.v.s voo| 58,255| 58,842] 59,G622{ 58,951) §9,322{ 59,182] -140
Discouraged workers. eoel 7401 241 993!  N.AJ[  N.A.] O NL.AG NeA.
Il | 1 1 l i |
! Percent of labor force
Unemployment rvates: | | 1 | [ | [
All workers. .l 5.8 5.9]| 6.1 6.0| 6.2) 7.0} 0.8
Adult men... «l 4.0) 4.2} 4oy 4.6} 4.9 5.9] 1.0
Adult womeneeseeses . 5.7¢ 5.71 5.71 5. 7¢ 5.7} 6.3] 6
Teenaget8eaersvae o 15.9] 16.1] 16.2] 16.5]{ 15.9]| 16.2) .3
Whites ssesenass o 5.0] 5.1 S.4f 5.3] 5.4 6.2] .8
Black and other.. . 11.4] 1.2} 11.7} 11.5¢ 11.8] 12.6} .8
Full-tine WOrkerseisesssssavecanssnal 5.2] 5.4] 5.7! 5.6 5.8) 6.6]| .8
| ] I 1 i | L
|
|

Thousands of jobs

88, 724| 90,108/90, 765p] 90, 845[90,799p90,320p] =479

26,486] 26,587]26,704p| 26,732126,597p!26,189p]  -408p

62,238| 63,521(64,061p] 64,113164,202p|64,131p]  =71p
| ! L i | 1

| | | { ) 1

|
|
Average weekly hours: !
| 35.8] 35.7] 35.5pl 35.5] 35.4p] 35.3p| -0.1p
!
i
L

Totsl private nonfarm.
Manufacturingeeaeesscese
Manufacturing overtimersesssosseeas

40.6]  40.2| 40.1p)  40.i| 39.8p| 39.6pf  ~.2p
3.7 %2} 3.1pt 3.1 3.1pl  2.8p] -3
1 i l | {

p=preliminary N.A.=not avallable
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over-the-month employment decline occurvred among blue-coller workers. Since April 1979, total
enployment has risen by only 890,000 or less than 1 percent. {(See tables A-l and A-3.')

With the large decline in employment, the oversll employment-population ratic fell 0.4
percentage point over the month to 58.6 percents The corr;-ponding ratio for adult men dropped
from 73.8 to 73.1 percent.

The civilian labor force rose by 325,000 in April to io&-k million. The labor force
participation rate edged upward, to 63.8 percent. Most of the labor force increase occurred
among adult womea.

Industry Payro. loyment
Nonagricultural payroll employment declined by AQO.DOO in April to 90.3 nfltion. 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 coastruction bearing the brunt of the cutbacks. Employment in the durable goods induscries
fell by 265,000, with over half occurring in transportation equipment, mainly in automobile
production. Sizeable declines were also posted in fabrlcated metals, lumber and wod products,
and atone, clay, and glass products. Employment changes in the nondurable goods industries were
generally small. (See table B-l.)

Employment in construction dropped 140,000 in April following a decline of like mg;ximdt 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, govermment
employment was up 75,000 in April, on top of a 60,000 increase in March; both gains were due

primarfly to the hiring of temporary workers for the 1980 Census.

Hoyrs of Work

The average workweek for production or nonsupervisory workers on private nonagricultural
payrolls edged down 0.1 hour to 35.3 hours in April; average weekly hours have fallen for 3
consecutive months. The manufacturing workweek, at 39.6 hours in Apr{l, dropped 0.2 hour over
the month and was down 0.7 hour since January. Factory overt[m declined 0.3 hour in April to

2.8 hours. (See table B~2.)
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Mainly due to the large eaployment cutback, the index of aggregate weekly hours of
preduction or nonsupervisory workers on private nonfarm payrolls fell 1.3 percent to 124.5
(1967=100) in April. The manufacturing index droppad 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.) N
Hourlv and Weekly Eacnings

Average hourly earnings of production or nonsupervisory workers on private nonagriculcural
payrolls were unchanged over the month and were 7.9 percent above the Aprtl 1979 level
(seasonally adjusted). Average weekly earnings decl!ned> by 0.3 percent from March but were up
7.9 percent over the year,

~Befon adjusctment for seasonality, average hourly caciuings were unchanged over the month at
$6.51, B cents above April a year ago. Average weeckly 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 Bourly Earnings Index--earnings adjusted for overtime {n manufacturing. seasonalicty, and
the effects of changes in the proportion of workers in high-wage and low-wage ladustries--was
245.6 (1967=100) in April, G.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 ctable B-4.)
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Chart 1. Clvilian labor force and smployment
(Secsonally odjusted)
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Chart 2. Unemployment rate——all clvllian workers
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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 thai appears in the A tables, marked
HOUSEHOLD DATA. It is a sample survey of about
65,000 h holds that is ducted 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 payrolt 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 adjusiments, 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.

and waiting to be recalled and those expecting 10 report
to a job within 30 days.

The civilian fabor force equals the sum of the number
employed and the number ployed. The 1ple
men| 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-1, and the most com-
prehensive yields U-7. The official unemployment rate
is U-S.

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 agricultute, the
self-employed, unpaid family workers, and private
household workers;

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

----The household survey is limited ro 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 cnly 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

Coverage, definitions and differences b 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 enlerprise 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 1o find employment sometime during the
prior 4 weeks. Also included among the unemployed are
persons not looking for work because they were laid off

Other differences between the (wo 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 93 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
devel 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 tikely to obscure any other changes
that have taken place since May, making it difficult to
determine if the leve! of economic activity has risen or
declined. However, because the effect of students
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 seasona! adjustment is
made correctly, the adjusted figure provides a more
useful tool with which 1o anaiyze changes in economic
activity.

Measures of civilian labor force, employment, and

ployment contain ¢ 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. Alt
these statistics can be seasonally adjusted either by ad-
justing the total or by adjusting cach 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 pl ts; the
total for unemployment is the sum of the four

ployment comp 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. Fer 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 $ 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.

yment comp

Sampling varisbllity
Statistics based on the household and blish
surveys are subject to sampling error, that is, the
sti of the ber 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-

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 unempioyment, 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 quarterty 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 (o 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 poinls.

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, & 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 and other |

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 BL.S. 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

cedures were used. In the houschold survey, the
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 that an estimate based on
the sample wili differ by no more than 1.6 times the

Dx § TRust acc y 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 benchmark adjustments are provided in tables K
through P of that publication.
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HOUSEHOLD DATA

Toble A-1. Employment status of the noninetitutionsl poputatien
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HOUSEHOLD DATA
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HOUSEHOLD DATA HOUSENOLD DATA
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HOUSENOLD DATA MOUSENOLD DATA
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HOUSEHOLD DATA

Tabie A-7. Raenge of unempioyment messures based on varying definitions of unemployment and the lsbor force,
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Employment 95,675 | 96,566 84,997 | 8BS, 866 8,967 8,606 4,798
Agcutvare 3,0m 3,089 2,816 2,631 208 amn 108
Honay cultursl mdus 92,601 93,885 82,18% 83,053 8,763 PRI A,691
. + 361 6,046 ., 198 5,359 L,an 395 52.
.- - 5. 6.6 .7 5.9 2.1 7.9 9.8
Not  tebor forar $9,690 | 60,188 | 51,928 | 52,000 | 6,709 2,964 3,048

! Dute rebens 10 black warkers anly. Assording e the 1970 Cormas, they sumprited s 08 por-

e of B “Werk s other” supdetion Poue.

66-785 0 - 80 ~ 9

' Do on parserw o Huganie orign o1 whadvisd mparvady, nprd »
St oy 73 s insbudied i the o for W nd sk wuarirs. Az e e of the 1470 Cnnat,

when racn, which mesre

Sprenimanty 8 pret of Duit papuiston wa whin.
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Tabie A-9. Employment status of maile Vi ond by age, not seasonally adjusted
Mil“-‘l
Cheilion lnbver foren
Chllgn
ony- Porvt
woaed Tout Englopd
Ve motn o
pubytey popubion b abor
Saren
- AEL. Afr. [TIN spr. Apr. Agpc. AjTe Apr. ApE. apr.
1979 1580 1979 1980 1979 1980 1979 1980 1979 1960
7,139) 7,048 3a3 aa0 w2 .9
506 29 3] 50 8.5 (IS
6,55|  €,503 268 sos
18121 t,a8) 18 15
83| 3,30 16 178
vl 1,787 n 11
658 [ 28 a1
w9 1 13,0919 13,579 511 911 6.3
6,608 | 5.89u] e,000 280 54 .5 8.2
6,207 | 37e3|  w0an 125 243 EN 5.7
3,600 | 3| 3% 106 13 3.0 37

! Viewwrners wiren v tham who mrved btwien Aug @ §, 1904 el May 7, 1975,
> Nomwtres wv matn whe heve never wrvet in e Amed Forces. Autliched dew are feniwd
™ o 2000 va of ap, $u greup tat Mo tiauely Sormeponcs 1 P buk of the Vieemers
o pupdston. -
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Tabls A-0. Employment status of the acninstitutionsl populetion for the ten largest States
Nymers & Shoutencs|
oot munsady adpustes”
oste st ewptuymant e apr. . ipr. Wr. pec ipe,
1979 1380 1933 1978 1979 1900
o
Cvian nombMstonel posmdation . 16,679 | 172,007 17,038
Covan latoe foron A 13,218 | 11,085 1,112
Engloved - - 10,058 10,305 12,18
Unempioyed . B 1t 700 190
Unoryrymentrem o - BN 6.2 6.3 !
Praride
Contian nommitiudonst poptenon’ . ... . 6,712 5,920
Croduas lobar form . i . 3,085% 3,918
Emptoved .. . S| 3682 3,701
Unemptored R . 223 21
Unemploymertrite - . . . . 5.3 5.3
L)
Cvdan nomesttvoonsl poovistion’ . . 8,200 9,330 »,305
Cooian tabor forca . coe e | se208 s, 411 5,881
Urgoped . . . 1,918 5,058 5,057
Unemployed . . . m 373 ans
Unemploymant caw o 5.2 [%] 7.8
Masmetvnste
Cran nomnsutstions! posulateon ' . 2,360
Conan o force . . 2,880
Emplowd BN 2,727
Unemployed . 152
Unemplayment rat . 5.3
Wishigon
Coran nonemtitutional posasiation ~ 6,70%
Comloan tobox farce | we2en
- Employed 3,879 3
Unempioyes . 385 31 521
Unemployment 1ot C 8.8 1.0 12,8 8.5 8.7 9.5 0.3 Ww.z2| - 2.2
Sow sorsay
Clan nammetiutions! popuistion’ 5,385 5,549 5,512 5,538 5,581 5,508 5,500
[ 3,533 3,493 3,568 3,597 3,563 3,508 3,568
Empioved 3,286 3,215 3,338 3,348 3,371 3,339 3,312
Unemptoved 247 218 233 29 192 209 234
Unemoloyment rate 7.0 6.2 5.5 6.9 5.4 ) 6.5
o York
Cirilian nominlitutona) posmiation ' c| 120270 [-a3,303 | w330 | 1,270 | 13,298 13,300 | 13,303 [ 13,308
Comlon fsbor force 7,933 7,931 7,199 7,938 8,114 8,161 7,936 7,807
Employed . . 7,401 7,350 7,262 7,378 7,528 7,583 1,391 7,200
Unempsoyed . . 533 1324 37 560 589 €18 s 356
Unemptoyment rare 5.7 7.3 6.9 7. 7.3 7.6 6.9 7.2
Ons
Comiian nonntitutions! poslation ! 7,901 7,960 7,968 7,901 7,948 7,908 7,958
Civdian lobor trce 490 4,928 8,957 5,023 5,069 5,062 3,083
Emptoyed . 0,670 802 A, 593 138 8,778 8,703 2,133
Unempioyed 278 m 363 205 294 s 310
Unemgloyment ram 5.5 5.5 7.3 5.7 5.8 6.3 5.1
Ponvay s
Comlion nomnsituboRal poglation' 8,938
Coman Lot fovce 357
Empioved ¥, 981
Unempioyed 815
Unemployment st 7.3
Tom
Corlan nonimttitionsl populetion! 9,008 9,673 9,637 9,655
Comteon tpbar force 6,152 6,310 6,365 6,358
Empioved 5,910 5,960 6,060 §, 009
Unemgloyed ann 350 {11
Unamgloyment rave 3.9 5.6 () 4.9

' The papuioion figure are not sioned S msond veristend Tredors, identinel mumben
ppaar In O wianliurind and $ha teesenelty sdhested sehamen.

* Thew e Do officid Gurem of Liber Susioter’ estimons wmd in the sdmirisrstien of
Fodurd und dioetion pregreon.
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on o Re by industry
Mot semmmenlly mipusaed Sassonglly sdpesend
Sodyaery

Ayr. Feb. Apr.p 1 Apr. Dec. Jan. Nar., Apr.g
1379 1980 1980 1979 1979 1980 | 1980 1950 190y
A bu, a2y 89,417) 9,9420 $0,111] 89,036 (90,201 | ¥0,032 |vu, 843 [90,7v9( yu,320
26,252 26,009, 26,565 125,058 | 26,700 (26,732 {26,397 26,20y
232 [T 995 veo ” 1,000 | 1,009 | 1,010 1,014
a3 4,201 8,309 4,389 4,893 [ 4,831 [ a,eve 4,532
o1 2u,907 20,ea8] 20,711 20,462 21,068 20,090 |20,892 (20,889 20,018
o 15,002 14,615 14 14,431( 15,134 16,840 J14, 826 (14,8221 14,554
12,697 12,523 12,382[ 12,7352 12,401 {12,638 (12,458 12,398
9,108 8,81 2.6320 ¥,148 8,804 | v,020 | 8,934 4,072
710.4 137 1au 729 s

o su1

J08 709

1,208 | 1,210

1,012} 1,724

2,812 | 2,511

2,108 | 2242

1,88 1,980

100 103

433 430

8,138 9,289 8,237

3,934 | 3,000

1,707 | 1,708

o2 " 0

) »i [

1,297 1,309 1,12

n 71 1

1,263 | 1,223 | 1,278

L1 1,123 | 1,121

E3L) 219 163

745 745 144

242 240 24l
SERVICEPRODUCING . 82,368) 83,522 63,933] sa,230 ez, 001 63,506 | 63,869 [sa, 113 (68,202 04,101

TRANSPORTATION AND PUSLIC :
UNIUTIES ... ....... .. P 4,959 3,142 3,158 5,430 5,028 3.2 5,212 3,210 s,02 5,186
PMOLESALE AND RETAIL TRADE . 19,937| 20,041 | 20,111 20,235(20,088 (20,254 | 20,428 (20,521 (20,493 | 20,347
WHOLESALE TRADE . . S,ML2| S, 221 5,243( 5,224 3,138 | 5,218 | 5,249 | 5,274 [ 3,240 3,250
RETAL TRADE ...... . .. ... ..o 14,865| 14,020 ) 216,063 15,00124,950 [£3,03e | 15,20¢ |15,247 (15,218 15,817
FINANCE, INSURANCE, ANO REAL ESTATE . | 4,9000 3,051 | 3,074] o,uv3| 6,913 | 5,050 s,uel [ d,urd | 3,103 | 5,108
dove,eer| a7,aea [ 17,452 17,564 (30,800 127,357 { 17,442 (17,522 17,340 | 17,540
v
..... . 13,023] 15,994 | 16,043] 16,008 015,364 (15,696 | 15,708 [is, 200 [is,aa0 | iy, 024
»

1,750 2,803 1,882 1,904 2,752 1,71 1,1 2,82) 1,884 ¢ 2,902
13,075] 13,191 13,276 13,244 11 o 12,925 12,919 12,943 12,983 | 12,972
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N )
Table B-2. Average weekly hours of proch or visory on private
nonsgricultursl payrolis by industry
L Sowuenlly st
‘ncunry T
Apr. Fab, Har, Apt, Apx, Dec. Jaa. ITTH Rar. avte
197y 198y 1980% | 1980 1979 197y 18y 138y iveu®| 1esu
TOTALPRIVATE ... .o, .., .} 3801 3.2 5.2 5. 3503 357 33.7 3.3 HIN) 3.0
MINING . . L 2.6 | 02 43,0 6.9 | ads | ava | an7 433
CONSTAUCTION .. ... RO I 18 3.8 P 33,3 EEY 3. .7 36.2 6.
MANUFACTURING .. . 33.8 391 40.2 .y | aul 3. FEN)
Overvme howrs 1.3 2.9 2.7 32 2 2 3 2.3
DURABLEGOODS . .. .. ... . ... ..[ 3%.3] 40,3 3.5 “0. 4.8 | 406 .l
Owrsmedows . . . . .. ... 1.0 3.0 .7 33 E) 31 2.8
Lomber snd wood produess . 383 9. 3.0 3.3 FINY
Furnaturs snd fistum o 8.3 3.1 39.0 3.0 39.0
one, cloy, nd ghom producs 40.1 4.2 a6} a1 41.0
Prrvary mewst industries 40.7 “l.8 “0.e 40.» [}
Fatricated matsl products 404 39.1 al.0 40.9 “w.s
Mechrary, pase shocwical ... aLLs 40.8 [ AL.e | 1.7 als
Elc c and shoctronic suament | 40,27 9.0 | A0S d0.e [ Aol
Trorsgartstion AN 40,4 37.8 1 sl an0f 4oy
40.7 40.3 Avau [ ALY 4oL
34,8 8.8 3.8 39.2 .| 392

36.9 3%.0 .7 38,0 9.4 9.5 39,4 3%

.8 2.9 1.7 2. 3.1 3.1 3.0 1.
1r.0 10 3.9 3.y A0.v 39.6
Js.0 3s.5 3.7
4.0 41.2 41,1
B 35.9 36,0
41.9 42,5 2.9
3. 7.8 7.4
4.7 42.0 al.9
41.% 6.0 40.4
iR Y A0.e 1.9
3s.9 3.2 .y

TRANSPORTATION ANO PUBLIC

uTiuTIES . . L L e N R L A TS S T VY R TP 39.0] 39| v asef 39
WHOLEBALEAND RETAILTRADE . ... ...} 32.3 | 3t.s| sz.0] 9| oz.e) 32,6 23] 23] 23] 22a
WHOLESALE TRADE 3e.6 | k4| sl deaaf a2 e sesi searf sas| e
RETAILTRADE .. ... 30.4 1.0 .9 e 0.9 0.6 0.5 30.3 3.3 .
FINANCE, INSURANCE, AND

REALESTATE ................ [EESTRIoN BRI 364 . 36 3.5 364 6.2 36.4 3.8 36,4
SEAVICES . ... ... a2l 2.3 32.3 2.3 n.a .y IR T na 2.7
! Dets riaty 10 procuction workert in [ "0 nd wholems oné

"l trady, Rnmce, insurance, end resl seesms, end services. Thew groves ssceunt b Tour-800s of e totsl on privetr

#° prelimanasy
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. ducti ' "
Table B-3  Average hourly and weekly ol o pervisory on private
nonsgricultural payroils by industry
Avsrag howty srung. Avregs waity wring
™ Apr. Feb. Moo | Apr.g i oapr. Peb. Ker. | agr. o
197% 1980 980 1980 1979 1980 1980 1580
TOTAL PRIVATE PN . Lo eelod | aeian | sesy | se.st]sann.es s227.39 js22y.35 fs22e.50
Sasonaly adbemd . . o T €.08 .40 $.52 6.52{ 213,21 [ 229.33 [ 230.81] 23018
MINING “ . PP . . PR .54 2.0 .00 3880 | 383,62 ) J97.10 | 387,00
CONSTRUCTION . PN . 9.02 y.60 9.6V | 20,21} 340,30 J48.00 | 35130
MANUF ACTURING e e . P 6.54 6.9% AT 7.0 154,410 | 270,20 | 28U.99 | 278.58
DUAABLE GOOOS 1.5) T.54 27308 | Juu.24 | 0421 J0V. 8
Lumbet anc wood roducts . . . PR P - 3 6.)5 6.28 230,69 | 244,09 | 243,21 23424
Furndurs and fixtures. . e . e L9 $.39 3.40 193,25 206, 203.74
Stone, ciey. end gom producs 6.73 7.2% T.32 276.60 293.00
Primery mesal industrs . PR . N 8.92 S04 9.54 371,96 303.51
Fobrcated mewt produets . .. G e P 6.62 1.21 1.21 256.0¢6 28%.12
Machinery, recest vecrical oo 1.77 | 7.80} 286.13 320,58
Elactre and viecy one equipment .11 6.7 6. 81 137.07 289,00
Trarmporisnon equ pment .20 9.02 .98 313.05 Jl l'
irstruments snd rlated producn f $.03 s. 61 b.65 241,20
Macel wwout meriacteing . . L e 4.9 3.8 3.41 Les.5u | 20¢. uu lﬂl 4 207-)0
WONDURASLE GOOOS . 3.90 6.0y a3t 225,00 | ¢nd.yu | 2ed.7u 240000
'ndnllmm . . . . 6.19 b.b4 6.6d .73 241.41 | 238.96 261.19) 241,00
Tobacco . . [E— 6.80 7.41 7.2 r.77 ian.alan.n
Ynuvulm . . . . 4,68 4.5 4.92 4,94 19y.92 IMI 1)
menmh-m - . hly A48 (5] .8 158.33
Paoer and silved produemy. . . 6.92 7.31 7.53 7.40 318,42
Prnting snd pubittieng . 6,72 2.2% .29 1.5 168.15
Crarmacait and silad products .. 71.50 1.99 .00 3.09 33.0 33656
and cosl products . . 9.44 9.40 9.2 9.8l 372.24 410.08
Aubber and mesc. plastcs products . D - . 5.82 .25 6.1 6.18 249.)8} 150.57 [ 248.06
Lasther ond lesther grodhecrs. .. . . B B P s 4.4 4,51 4.3 147,35 | Lod. 86 | 264,10 ) 100,24
TRANSPORTATION ANO PUBLIC UTHLITIES e res | suse | oeles | aies | 307032 31.02 34z.61) 3esaz
WHOLESALE AND RETAIL TRADE .. . . . ., FRTE .00 3.3¢ 3.39 5.37 142,50 [ 170.90 | 172,48 L72.30
WHOLESALE TRADE e o] e300 | oeare 6.03 | 24310 ) 259,58 | 203.09 | 262,27
II(YAII.I'IADI PR 4.4 4.7 ATT L 237.3% ) 182,04 183,22 142415
FINANCE, INSURANCE, ANO REAL ESTATE . .0 s.62 3,68 | 190.37 | 204.57 | 207.49| z04.10
SERVICES . . . L EEETT . 3% | s.70 | s.ral .73 | a7i.e3 | nas.2s | 1ee.23] 106,23

' S leotnote 1, ke 82 Popretimnery
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Tebie B-4. Hourly earnings index for p o v "on privete
nOnagr by y division,
(19871
At angp Srom-—
Iy arx. | wov. bEC, Jan. FEu, KAR. P [ APk,
1973 | 1979 ) 1979 Jisw0 1980 ] 1980 [ 1380 | APk 1979~ [Man. 194u-
- APK. 1930 larm. 198y
TOTAL PRIVATE NONFARM:
Corramn dntens . . 26,8 | 237, | 23905 3.1 2856 03 0.2
Comesmm (1671 dofan - 107.0 [ 1os.1 | 103, 1019 | H.a. ) [t}
e . . . 260 | 2nee 213 270.8 |21 63 ..
CORSTRUCTION o 2183 | 223.8 | 2420 . |21 .0 W)
MANUS ACTURNG 31,0 | 2421 | 2443 250, 252.2 9.2 ..
TRAMMORTATION AYO PUBLIC UTILITYES ... . | 24k.7 [ 238.9 | 260.7 26 188.7 10.3 .
WHOLESALE AND RETAIL TRADE 220.9 | 229.3 [ 2313 a3 2 7.3 -2
FIMANCE, INBURANCE 216.2 | 2183 Y] 2230 1.3 -3
services 2367 a7 202, 2.7 7.9 )

1 SEE FOOTNOTIE &, TABLE B-2.

2 PENCENT CKAMGR WAS ~3.0 FEOM MARCH 1979 TC HAKLH LY
) PLRCENT LKANGE WAS -.3 FxOM FEBKUALY 1980 TO wamCH

4 LESS THAN 0.03 PERLEWT.
A= non peaiable
pryrhamivary

NOTE AX st ors I curvent doilers eacept whore indiavid. The indes exchudes offect of Two Iyes of changst thet ors Unrelraed 10 Wndertying
Promere w mardRctunng {the onty sector ke whech swr¥ens @ ry svistsble! Ind Sue offech of dhangse 1 the BrOOTIOn of WOrers I Righ-weg Ind low-wags intriss.

Table B-5. Indaxes of sgoregate weekly hours of mmum&o«wﬁm: on privete

nonagricultursl payrolls by industry, ssssonaily adjusted

10071

THE LATLOST MO4TH AVAILASLM.
0, THE LATEST AONIH AVALLASLE.

age-ew Gorslegmerts Fluctuations in peertine

Inury diion sred gous

10

Ape.

L

June

July |avg.

Sopk.

Dec. |Jam.

1236+
106.9
152.0
12¢.%

H13.4
130.3]
151.%
133.7
104.7

123.7
i10.3
152.5
134.4
104.3
107.9

125.7
109.%
1408
133.9
104.4

107.9

1.3
136.7

1189
10%.7
157.4
13%.4
103.4

107.1

125.9
109.¢
1581
12,2
103.1
106.2

1283
108.7
1350.¢€
1.7
102.3

103,1
110.1

.
138.8

126.6 (127,

1[1as.0 82820124,

109.6120.4{109.4[107.6[105.}

162.9 (183,
137.1 j142.
102.9 (103,
103.4 |105,
Los.

143,
3.

109,90

T{188.4183.5|168.0
Si137.4]229.5]|128.2
0(102.5[101.7| 9%.3

3)105.3|108.27

7

2033

138.4 [130.6 [130.3[130.0/187.9

115.00004.2/135.2 2109 {113.8]016.9 115.4 115.2 }113.1{125.3]0L8.8

1306 190.0[129.9/129.6 [130.4 [130.7 [132.4 [130.9 [131.¢ 1313 [130.0 320,12

0

131, 132.8]132.7| 1334 [132.3 1133.4 [134.3 [134.1 [134.9 [134.3 [234.0[133.2

130.3 120.9120.9/129.5{029.¢ [129.7130.9 [128.7 [130.3 [130.3 [129.9]12716

145,35 0%0. 3] 163, 7|5a6.3] 1as.3[107.1 11447 [140.3 11403 11401 [Lan. 8 [130.7[ 18002
SWNCES IR ItITET 151.0 151.7 152.6[133.5)133.4]133.8 184 11%¢,3 134,21 RUTTAUTINS
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Table 8-6. Indexes of diftusion: Percent of industries in which employment® incre

Your and month Over 1 momh spen Over 3-month spen Ovwer B-month san . Owe 12 month
1917
Janudey. 73.0 0.2 06,3 7 80.%
February. 87.2 34,3 84,0 Bi.4
NArchoson. 2.4 2.6 84,0 82.4
Ti.5 81.7 82,3 84.6
70.3 76,5 9.1 85.2
85.1 12.7 1.6 86,6
Julysees 70,13 70.) 5.3 84,9
Augu 57.8 10.9 76.7 83,1
September. 87.2 1.7 9.7 83. 1
Ocgobder.as 64,2 76.2 80,5 82.8
November 73.) 79.7 84.0 81.1
December.. 15,3 19.4 82,3 82.0
1978
January. i 66,3 80.2 83.1 al.4
Februsry.. . 69.2 75.6 79.1 83,1
Matcheiservnne EREREER 69,5 17.3 7.6 a1l
e 68,0 69.38 73.5 82.0
ereess 57.8 67.2 2.7 a1
66.6 66.6 1.2 82.3
64,5 69.5 73.0 8l.4
60,3 67.2 7.3 78.2
62.5 7.2 79.7 ° 72.9
71,0 82.3 73.5
75.9 81.1 82,3 76,2
Ta. b 8 80. 5 1.8
Januaty... 70.3 76.5 T4, 71.8
Fedruary.. 65.1 72,1 67.4 70.6
Marcheoune 0.5 57.8 61.9 .7
LRy} 35.2 58.1 64,0
56,7 3.5 50.3 61.9
57.0 8.4 46.8 58.1
61,6 ) 56.7 $6.1 37.0
48.8 52.0 55,8 54,4
Septembar. 46,8 52.9 51.8 51.2p
October 69.8 61.0 61.6 A4
No EEETTR 39.9 66.6 65,7
Decembar.coicesnarvacaranennes 59.0 64,5 62.2p
,
19380
E IS TT 3 . 63,4 42,5 45.6p
february 55.8 Sh.4p
AS.lp 36.3p
27.9p
Seprembar
Ocrobersasasansasnns
Wovambar PR
Dacembersescesaas

¥ Number of smployess, sesonally adyuated, on payroihs of 172 privets nonegriewitural indust
P " primenary
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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. Norwoop. We did have, in the 1974-75 period, a 1-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 Bentsen. Well, it happened to go up 2.8 percent in §
months in that period of time.

Ms. Norwoop. Yes. .

Senator BENTSEN. Here you've eight-tenths.

Ms. Norwoop. 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. Norwoop. First of all, we do have, as I've indicated, some im-
Eggtant changes in the durable manufacturing industries. There has

n 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-
a%:a of domestically produced smaller cars. So some of those people
who hava 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
ean.

Senator BENTseEN. 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 thev fonnd out that there had been more stock on the
shelf. Their nurabers weren’t very solid.

Ms, Norwoop. Well, I think that’s why I was careful to say “gen-
erally speaking,” T 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. Norwoop. 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 thin
T’ve learned is that you can have an awful lot of water in the capita
spending and the board of directors can turn that off very quickly.

Ms. Norwoop. 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 BEnTsBEN. 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 right.-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 tv something that may be moving up? Is
there something that is moving up ¢

Ms. Norwoop. 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 BEntseNn, Well, that’s just a Band-Aid. That’s curing the
symptoms.

Ms. Norwoop. 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. Norwoob. 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 tl.e auto-
mobile workers will certainly go back to the automobile industry. If
interest rates continue to go down and mortgage interest rates drop,
theve 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 T think reflects the effect of credit restraints.

Senator BenTseN. 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. Norwoob. That'’s right.

Senator Bentsen, That’s what people can put cff 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. Norwoop. It’s gone into wholesale and retail trade.

Senator BENTSEN. Then it’s much more pervasive.

Ms. Norwoon. 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

2
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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 reiuctant to buy some of the big ticket items, the
appliances and so on, that are sold by the retail industry.

enator Benrtsen. 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 problemn 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. Norwoopn. Yes, Sgenator 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-
clin'mﬁ for many months. So I think that there is a better realization
now that conditions have changed and that that extension of credit is
perhaps too large.

Senator BENTSEN. Let me ask you from your data where unemploy-
ment has increased, who’s hardest hit : the zlacks, the whites, the adult
men, ilic adult women, full-time workers, household heads? Where is
it the toughest

Ms. Norwoop. Any person who’s unemployed is, of course, hard hit,
but the chan,

Senator Bentsen. It’s like if your brother-in-law is unemployed,
it’s recession ; but if you’re unemployed, it’s depression.

Ms. Norwoop. 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
problexlns of balancing the budget become beyond our rt}elacllll. With the
unemployment rate going up—suppose it gets up as high as 8 per-
cent—do you think itgs feasible thenpt(:) balar%:e the budgetg ] b

Ms. Norwoop. Well, Senator, I think that’s something that you’re
much more expert at than I.

Senator BenTseN. 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. Norwoop. Thank you very much.

Senator BENTSEN. The committee stands adjourned.

l[lWhereu on, at 10:30 a.m., the committee adjourned, subject to the
call of the Chair.] ’ ,
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OPENING STATEMENT OF REPRESENTATIVE LONG, PRESIDING

Representative Lona. 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
gercplnt. That is down from the 6.2 percent annual rate recorded in

ril. . -
he April and May figures could be good néws for American con-
sumers, especially when compared to the 18.6 percentage rate registered
in the first quarter of 1980, _

Since the beginningof the recession, over 1,700,000 Americans were
added to the unemployment rolls. ‘ L

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 srospects 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. -

ome areas of tiie 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

ing on in the economy and how much the unemployment rate is

ikely to rise and how much the inflation rate is likely to fall.

Representative Lona, Congressman Brown.

(137)
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OPENING STATEMENT OF REPRESENTATIVE BrowN

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 be}])ieve 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 became obvious 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 actir _, 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 u{) for lost time. It should adopt
the JEC recommendations for a sizable tax cut, half for individuals
to encourage work effort and (i)urchasing power, and half for business
to lower production costs and encourage investment and hiring. We
also need to phase in ai;ersonal 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 recession 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 gears from now.

Representative Lonae. 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. Norwoop. Congressman Long and members of the committee, 1
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 miorning 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 mil-
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 & 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 ﬁn(f 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-

pl(gment.

ur 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
acoount 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 inc 0.3 percent in May, the sec-
ond consecutive small rise and a marked deceleration from the average
gll(_)nthly increase of 1.5 percent registered during the first quarter of

is 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 of production, price in-
creases were also very moderate in May. Ove, rices of intermedi-
ate materials increased 0.4 percent, the third moderate increass 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 feedstufts turned up. Prices of nonfood crude materiais increased
only 0.1 percent. Crude enerlgy 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

ress release, to be published July 3, will reflect the new benchmarks. .
pdated 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.

ﬁe resentative LoNa. Thank you, Ms, Norwood. .

[The table attached to Ms. Norwood’s statement, together with the
lelllployr]nent Situation and the Producer Price Index press releases,

ollows:
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" UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

! X-11
X-11 ARIMA method method
Unad- (former Range
Justed Con- officlal (cols.
Month and year rate  Officlal  current Stable Total Residual method) 2-7)

() @ (O] w ®) ®) m ®

5. 5.8 .8 .8 .8 . 5.8 0.1
6. 5.7 .7 .5 .7 . 5.7 .2
5. 5.7 .7 .7 . 8 3 5.7 .1
5. 5.9 .9 .0 .9 . 5.9 A
§. 5.8 . 8 .8 .8 . 6.8 e
5. 5.9 .9 .0 .9 . 5.9 .1
5. 5.8 .8 .9 .8 3 5.8 .1
5. 5.9 .9 .0 . 8 N 5.9 .2

1980:
Janvary. ..ol 6. 6.2 .1 ¥ .2 .2 6.2 .1
February. 6. 6.0 .1 . 0 .1 . 6.0 .2
March 6. 6.2 .2 .2 . 2 6. 6.2 ceceiaans
- April 6. 7.0 .8 .9 .0 ) 1.0 .2
ay.. ... 7.0 7.8 1.6 7.8 7.8 2. 1.8 .2

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

NOTES TO TABLE COLUMN NUMBERS

8; 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 com-
Poncnts—urlcuuuul empioyment, nonagricultural employment and unemployment—for 4 age-sex groups—males and
emales, ages 16-19 and 20 yr and over—are Hy ldéustod independ ’u using dats from January 1967 forward,
The data series for each of these 12 components are extended by a yesr at end of the original series using ARIMA
(auto-reqressive, integrated, moving average) models chosen speci l‘l{for each series. Each extended series is then
seasonally adjusted with the X-11 po-tion of the X-11 ARIMA program. The 4 tesnage unemployment and nonsgricultural
employment components are adjusted with the additive adjustment modei, while the other components a-e 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 civitian 'abor fo-ce totsl derived by summing all 12 seasonaily
adjusted ponents. All the Ity adjusted series are revised at the end of each year. Extrapolsted 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 afier the June data become available. Each set of 6-mo factors are published in advance, in the January
and February issues, mxoctlvely, of Emplﬂmnt and Earnings.

(3) Concurrent (X-11 ARIMA method). The procedure for comEmtion of the official rate is followed, except that the
data are reseasonally adjusted esch month as the most recent data becoms available. Extrapolated factors are not used at
all in this method, For example, the rate for January 1380 would be based, during 1980, on the adjustment of dsta for the
pericd January 1967 through Janulg 1980, The rates for the current year are shown as first computed, Since the revision
ramrn and &rocodwo for computation of the rate ase identical 1o the official procedure, the results of this method will be
dentical to the official rate at the beginning of esch {ﬂr when the most recent observation is December.

é‘? Stable (X-11 ARIMA method). Each of the 12 labor force components is extended using ARIMA models as [n the
official ure 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- gur and computes fina! seasonal factors as unweighted averages of
all the sessonal-irregular components for each month across the entire span of t:a pe-lod adjusted. As in the official
procedure, factors are extrapolated in 6-mo Intervals and the se:ies are revised at the end of each year. The procedure for
computation of ‘he rate from the seasonally adjusted components is also identical to the officiat procedure. -

(5) Total (X-11 ARIMA methodz. This is one alternative aggrecation procedu-e, in which total unemployment and Iabor
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 unempiovment as a percent of seasonally
adjusted total civilian labor force. Factors are extrapolated I 6-mo Intervals and the se-ies revised at the end of each yesr.

ﬁs? Residual (X-11 ARIMA method). This is another alte-native aggreration method, in which total employment and

lian labor force levels are extended using ARIMA models and then directly adjusted with multiplicative adjustment
models. The sessonally adjusted unemployment level Is desived by subtracti .nd( saasonally adjusted employment fom
seasonally adjusted labor force. The rate is then computed by taking the de ived unemployment level as a percent of the
labor force level. Factors are axirapolated in 6-mo Inte-vals and the se-fes revised at the end of each year.

(@) X-11 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-11 program Is used
to perform the seasonal ld(}ahstmenl. R

sthods of adjustment: The X-11 ARIMA method was developed at Statistics Canada by the seasonal adjustment and
times sories staff under the direction of Estela Bee Daqum. The method is described In the X-11 ARIMA Seasonsl Adjust-
ment Method, by Estels Beo Dagum, Statistics Canads Catalogue No, 12 564E, September 1979,

The standard X-11 method Is described In X-11 Va-lant of the Census Method |1 Seasonal Adjustment Program, by

Jullys Shiskin, Alan Young and John Musgrave (technical paper No. 15, Buresu of the Census, 196

clvl
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THE EMPLOYMENT SITUATION: MAY 1980

Unemploynment rose sharply for the second straight month and employment continued to decline
in May, the Bureau of labor Statistics of the U. 5. 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 employment--as mcasured by the monthly survey of households--edged down in May, as a
300,000 decline 1in nonfarm employment was partially offset by an over-the-month gain in
agriculture. Total employment hzs declined by nearly 1 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 1in manufacturing.
Average weekly hours fell for the fourth month in a row.

Unemployment

The unemploynent rate rose 0.8 pe_rcentage point for the second month in a row and stood at
7.8 percent 1in May, the highest rate since November 1976. The number of persons unemployed
increased by 900,000 to 8.2 million. lMost of the May increase can bAe traced to layoffs and job
terminations; job loscrs now comprise more than half of the unemployed total. In the past 2
menths, the number of unemployed workers ‘has risen by 1.7 million. (See tables A-l 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 men and women continued to rise; each
stood at 6.6 percent in May. Joblessness among adult men has been climhbing at a faster pace
than that for adult women in recent months, and May marked the firat time in 2 decades that the
rate for men has been as high as that for women. Whites, blacks, and iuil-:me workers also
registered markedly higher rates than those posted in April. (See tahle 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 hedules for fc reas (often

referred to as the “partially unemployed") 1increased by 530,000 fn May to 4.3 million.
Jobholders who usually work full time sccounted for two-thirds of the increase. {See table
A-3.)
Employment

Following a drop of 800,000 in the February-April perfod, there was a small decline in total
employment in May. Over the past 3 months, the overall employment level decreased by nearly 1
million; about three-quarters of the decline occurred samong adult men. The precipitous drop

during recent months wiped out about two-thirds of the employment gains which had occurred since

Table A. Major indfcators of labor market activity, seasonslly adjusted

| Quarterly averages | Monthly data [
| | l
Selected categories |- | | | tpr.-
| 1979 |_1980 1980 | May
1 I 1 I o ] change
L1 | v ] 1 Mar. | Apr. | May |
HOUSEHOLD DATA |
Thousands of persons —
Civilian labor forcessseesss. .»+|102,3151103,749(104,194[204,094|104,419]105, 42| 723
Total employmentecessscoss veo] 96,425| 97,665 97,804] 97,656] 97,154| 96,988 ~166
Unemploymentesscoses e 5,890] 6,084] 6,330] 6,438] 7,265] 8,154 889
Not in labor forcee.ssees seese| 58,255| 58,842| 59,022} 59,322| 59,182| 58,657| ~525
Discouraged workers.sesss e 740 74k 993| N.A.| N.Al  N.A.| N.A.
: I 1 1 |
| Percent of labor force
Unemployment rates: ! ] f | | | ]
All workers.. 5.8] 5.9]| 6.14 6.2] 7.0 - 7.8} 0.8
Adult men.... 4.0 4.2| 4.7| 4.9 5.9 6.6| 0.7
Adult women.. 5.7 $.71 5.7 5.71 6.3] 6.6} 0.3
Teenagersecasscee 15.9 16.1] 16.2] 15.91 16.2] 19.2} 3.0
White sveesscscnsos .l 5.0 5.1] S.4] S.4] 6.2] 6.9| 0.7
Black and other.... | 11.4] 11.2] 11.7] 11.8] 12.61 13.9} 1.3
Full time workerSesessessasssasaoses]| 5.2} 5.4 5.7] 5.8} 6.6 7.51 0.9
| | 1 1 i 1 1
ESTABLISHMENT DATA
Thousands of {obs
Nonfarm payroll employment....e.e......| 88,724| 90,108 90,772| 90,819}90,508p|90,328p| ~180p
Goods~producing industries... <1 26,486| 26,587] 26,705| 26,600{26,210p]|25,963p] =247
Service-produc ing lnduatn.es..--....l 62,238] 63,521) 64,067 64,219|64,298p|64,365p( 67p
| l | | [ |
|
| Hours of work
Average weekly hours: ] | | f | |
Total private nonfarMuececsrescssvanal 35.8]  35.7]  35.51 35.4f 35.3p| 35.1lp) -0.2p
Manufacturingesoecase ol 40.61 40.2] 40.1] 39.8] 39.6p| 39.4p| -0.2p
Manufacturing overtime. .: 3‘7l| 3.21 3.21 3.2]  2.9pl 2.6p] -0.3p
I 1 I

1 L.
N.

pepreliminary A.enot available
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Hay a year ago, such that total employment was up only about half a nillion over the past vyear.
The employment-population ratio was 58.5 percent in lay, the lowsst it has been in 2 vears.
(See table A-l.)

There were sharp contrasts in April-to-May movements among the major occupattoral groupa.
The number of blue-collar workers fell by 450,000, continuing the steep declines wh.ch have been
tegistered in recent months. In contrast, white-collar employment was up 200,000 in Mav ana has
maintained a moderate growth pace. (See table A-3.)

The civilian labor force swelled by 725,000 {a May to 105.1 nillion, as a disproportionately
large number of persons under 25 years of age entered}he labor force; they accounted for rore
than half of the over-the-month growth. The May labor force activity brought the overall laber
force participation rate to a record 64.2 percent, up 0.4 point from April.

Indystry Payroll Employment

tonagricultural payroll employment fell by 180,000 in liay and was down more than 500,000
since February. At 90.3 million, payroll employment has grown by less than 1 million over the
past year. (See table B-l.)

The over-the-month decline tock place almost entirely 1in nanufacturing, where ecmployment
fell by 275,000. Most affected by the cutbacks were the durable goods industries, particularly
transpertation equipment and fabricated metals, each of which lost about 5/0,00¢ jobs. The
number of Jjobs in the transportation equipment industry has fallen by about 175,000, or ¢
percent, in the past 2 months. Substantial over-the-nonth declines also were registered in
primary metals, lumber and wood products, and stone, glass, and clay products. Enmploment in
nondurable goods nanufactur‘lng generally showed only small changes, except for a decrease of
35,000 in rubber and plastic products and an increasc of about the same magnitnd © 1n netrolenn
and coal products, where striking workers returned to their jobs.

Elsewhere in the goods-producing sector, mining employment rosc over the =onth  and
construction jobs were about unchanged. Conastruction enploynment had dropped dy 300,000 bHetueor
January and April.

In the service-producing sector, there was slow cenployment growth.  ‘last  af  ghe o000

advance was accounted for by an increase {n scrvices industry jobd, althoueh finance, 1n.nrwee,
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and real estate also showed a gain. An B5,000 decline in Federal government jobs primarily was
due to reductions in the number of temporary workers for the 1980 Decennial Census; Federal
enployment had shown a rise of nearly 300,000 between February and April.

Hours of Work

The average uorkveek‘.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
nonfarm- 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 produczion 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 & 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 oser the year. (See table B-3.)

The Hourly Earnings Index

The YHourly Earnings Index--earnings adjusted for overtime in manufacturing, seasonality, and
the effects of chanpes in tae proportion nf workers in liigh-wage and low-wage {industries--was
247.3  (i8KT=1M0) in May, 0.6 percent hisher than in April. The Index was 9.0 percent above HMay
a rear a;0.  In dollars of constant purchasing power, the Index decreased 5.2 percent during the

12=moath perlod ended in April.  (Sce table B=4.)
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Chart L Clvillan labor force and employment

(Seasonally adjusted)

- : 'm b foros
T RonouRurel payrol employment %
» %\ e
iy
N
1 _,,a""'".’“ -
o1 - -
A TP P P S T Y U
196 190 191 @3 1973 04 @S (@8 w7 198 199 1980
Chart 2. Unemployment rate——all clvilan workers
T e i ates \&ﬂ ™
7.0
‘ \_r'lt )
¥
S T TN P TS T
1900 1X0 IWL (@02 193 W4 1M 1WS 7 X8 199 190
Chart 3. Clvilan labor force rarﬂclpcflon rate
and total cmplo{mml-populu Ton ratlo
(Seasonally adjusted)
o Dreloymantopopdiation refo Q "
§ L
X ‘\
Pl <9 ,_~,-1"’“.§ ¢v-.-"'-“ o
P N l...l...l...‘}%..l...l..ll.LLl,..x...
1900 190 101 102 197 04 WS S W7 I8 0% 1%
ST TRl i e o

110000

BREE

PERCENT
11.0



Expianatory Note

This news releasc presents statistics from two major
surveys, the Current Fopulation Survey (household
survey) :nd 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 h holds 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 inctudes approximately
162,000 establishments employing more than 32 mi'ion
people.

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

The data in this release are affected by a number of
technical factors, including definitions, survey dif-
ferences, scasonal adjustments, and the inevitable
variance in results between & 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 h holds in the h hold 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
mote than one job are classified according to the job at
which they worked the most hours.

Peor'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 tabor
and management, or personal reasons.

People are classified as unmemployed, tegardless 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
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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

ployed and the b loyed. The iploy

men! 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-1, and the most com-
prehensive yields U-7. The official unemployment rate
is U-S.

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

----The hcusehold survey includes people on unpaid
leave among the employed; the establishment survey
does nat;

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

----The Fousehold survey has no duplication of in-
dividuals, because each individual is counted only once;
in the establishment survey, employe:s ‘vorking 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.

Sessonal adjustment

Over a course of a year, the size of the Nation’s labor
force and the levels of employ and ployment
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 euter the job market. The effect of such
seasonal variation can be very large; over the course of a

year, for e lity may 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 adj s make onal
develop s, such as declines in ic activity or




in the participation of women in the labor
force, easier 1o spot. To return to the school's-out ex-
ample, the large numbcr 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
detcrmine if the level of economic activity has risen or
d. H , b the effect of students
finishing school in pre'ious 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 provldu & more
useful tool with which to analyze changes in
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standard error from the resuits of & 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 expecied to differ from the
mumles by more than these amounts.

activity.
Measures of civilian labor force, employment, and
ployment contain 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 ple, the 113
figure for the civilian labor force is the sum ol‘ cight
seasonally adjusted employmenl components and four
seasonally adjusted yment cc s; the
total for unemployment ls the sum of the four
ment P and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total loyment by the esti 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 $ 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 variablility

Statistics based on the h and
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-

hald (AT N

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 of the b loyed.
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
1.86 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, daa
for the month of September are published in
preliminary form in Oclober and November and in final
form in December. To remove errors that build up over
tlime, 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.

Additiona! 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 theck or
money order made out to the Superintendent of

cedures were used. In the household survey, the
of the differences can be expressed in terms of standard

D must accompany all orders.
Empl and Eammgs also provides approum-

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

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

blishment survey and the actual amounts of revision

the standard error from the results of a census.
The chances are 90 out of 100 that &n estimate based on
the sample will differ by no more than 1.6 times the

due to benchmark adjustments are provided in tables K
through P of that publication.
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HOUSEHOLD DATA
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HOUSEHOLD DATA HOUSEHOLD DATA
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HOUSEHOLD DATA
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HOUSEMNOLD DATA HOUSENOLD DATA
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HOUSEHOLD DATA HOUSEHOLD DATA
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HOUSEHOLD DATA
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R seo| 1,007 1,030 sesl 1,000] 1,008 [ 2,010 | 1,016 1,004
CONSTRUCTION a,662] 4,303 a,aae| s,018( aees| 4,893 4,031 | a0 | 4,591 6,801
) R , .
20,988} 20,703 | 20,448 20,256 21,083 2u
wsv| 20,892 (20,8
15,001 16,662 14,358 14,175 t5i012] 14,868] 14,826 |L6) 1 {:";g: g
12,739 12,509 12,344 212,049 12,739] 12,601
. » N 12,635 |12,63) [12,396] 1
9,120 8,830 . R . . 3331
: . eso| bi620| 6.,399| 9i119| mrese| eleas | slvza | 8,e58) 8,393
168.3| 671.1 7 1
3 0 73u (11 s
s80.7 475.1 .
s R 404 (11 L1} a1 L1}
L suns | ers 708 08 703 647 o
HE R 1,208 1,210 | 2,205 {1,068 1,857
Loolilere.s 1zt 12s | 10123 | Liear| 1e2e
1333 jausus. 2.002f 2,311 | 2,313 | 2,503| 2,507
21042012 20090 2,007 | 20188 | 20148 2a22
e [ R R R R
o 4449 (RSN ) 4490.7 4 H H % e
: . 33 36 v A 36
0,209| B,140! <,104
IXTH RN 5.8 HE HEH BHEH
X Laeh| 5,833
Food and Aindred rodhcn 1,669.0{1,832.501,615.7
6109 " elan | seue B Rt O
%]
l::z: a1 82y [33]
Ml o)
:::;:: 1,278 1,218 1,27
1.0 1,121 Lize| 12
i I
. 703
v.2 H 238 1]
SERVICEPROOUGING ........oo oo oo o evnarf eaes0] 6e,a8 62,787 | 62,869] 60,113 (64,219 [ea,290] 84,363
TRANSPONTATION AND PUBLIC
BB .. r e s,a2s| sase| s,re s, sa0| s,212) s,2t0 | s,an | sk 5,102
HOL AND
ESALE AETAILTRADE ... ... | 20,119] ~%.112] 20,217} 20,361 [ 20,129 20,428} 20,521 |20,499 [20,149) 20,371
WHOL ESALE TRADE 5,146) 5,241] 5,2
moLe , . 12| s.ar) os,ase| s,aeaf s,2re | s,
TRADE 14,973 140871 [ 137005 | 13144 100873 | 1500m0] 13247 [150220 Y liitu
FINANCE,
| INSURANCE, AND AEAL ESTATE ..} 4,936 3,07v| 3,092 3,031 &,936f suer| 5,092 | 5,007 | 5,007] 503
BERVICES ..o cye o] 17,039 17,40 . -
= i | az,sse | ar.aef 1, | ar,ee2] 12,522 {17,508 17,370 12,080
QOVERNMENT ............ccoonnn. b ases ae,aae | 1,000 16,209 us, 508 13,706 13,768 [13,852 [1e,075] 16,020
PEDERAL ... 213 2,060 30| O
e . Noa| 2,770 2,1m
STATE AND Wewe o baresisaisasacnaneen l’.n' . . . . ' ,..z’ : I i+
LoeaL Tons 13,2331 13260 12,828 | 12,913] 12,943 |12)96¢ [12)963 ] 13,000

13,277

Peoreliminery.
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.
Tabie B-2. Aversge weekly hours of p: or Y on private
nonsgriculturs! payrells by industry
Vot sy affmted Sesmorally nijumed
Soubastry
Lay Bay May sar. Apr. Lay
1973 190u® | 1979 1590 1980 % 19ev
TOTAL PRIVATE PR 35,5 35.2 35.0 B0 3%.7 1.7 35.% 3.4 5.3 3341
MINING N 42.8 4).) 42.9 2.0 42,8 LR 43,7 3.5 43.2 a2k
CONSTRUCTION 3tz se.u | 3b.s | el :7.1i e | 387 36 3.3 | 3.
MANUFACTUA NG - o ULl 39.8 9.4 1.4 40.2 43 wa 39.8 I7.e Iv.6
Overtoms houry L] 3 iR 2.7 2.5 1.3 32 EN 2.2 2.9 20
DURASLE 00008 40.8 406 19.9 3.8 40.9 40 9 .6 uLh 40,10 ..
Overvne howry 1.6 3. 1.7 2.5 3.8 33 B RS b .0 2.0

Lumber s woed Sreduce 3v.e &, 37.) 9.4 3¥.5 3% 37.1 7.1

Fumndurs and § stwm 8.2 Ju.3 3.4 8.5 3%.0 19.¢0 3.0 3.5

Stone, ciry, el gom poducw . R “tes [ oeca? win| | anl oale] wle| aels| owlr

Primary mesl s . 4.6 U, 7 39.8 Al l\h.’ 40,0 0.0 Lt 39,8

Fatwcated metss products tau,? 40.6 19.9 4.7 4.y 40,0 e 40,5 29.9

. emogR %1.7 4.0 4i.0 42,0 Gl.'[ al.s wl, e LINY) 41.2

Ehcw € et et One sguipment . AuL 2 40w 39.3 ‘0.4 du b 4u. 4 LY 398 3.7

TeMpOrtion et a0 LION) 39,7 41.5 ey V.Y 4u. e 3.7 3v.e =

Itroments snd ralated producty 4U. 8 “0.6 “.s “W.s 1.3 4U.9 490,35 4u.7 .8

3b.5 8.y 0.4 8.6 9.5 192 3.7 ld.e TR
NONDURABLE GOOCS o] 33 8.9 s 39.2 39.5] 39| a9,

Owartwme Aowry . . 1.9 4.9 i.% 2. 3.t 30 3.

Food 1t indred orothuc 3.6 | d9.u 19.7 39.8 |  sv.0| 3%.e( 39.4

Todecre mertecturies 3.9 | 77 3.9 38,9 Jes| 3Ty 37

Texvis mell praduen 4u.l Auv.9 400t 4u.0 a7 Al 40.¥

Aoparst and othar (v xitiy products . 35.1 35,5 35.4 35.2 35.9 36.u 35,5

Prour and i producws . A2.4 2.4 4l.6 42,0 4l AZ.y “2.b

Prontumy and publuiing 3741 3t.2 3.7 I7.4 a1.e 37.4 1.2

Chemecah and afind peoducts I 41,4 I N 62,0 a9 ar.e

Potroleurn snd sosl products 4.7 394 2.4 «l.7 36.6 4u. b 39.0

Rubionr ared Mt PLastcs DrOducts vl 4oLy 391 «0.9 4u.o 19.9 .y

Laother ond taurher prodrm Yo.4 36.4 36.9 361 3.2 F1 OS] 38,6
YHAWVA"DNWML'C -

UTiLiT FLNY 39.3 9. 9.1 3.8 vy €398 9.7 3v.s 9.3
WHOLESALE ANO RETAIL TRAOE 3.6 3z vl auls sz.e 38| | a2 sz I
WHOLESALE TRADE 8.y 8.4 iTY 34,5 19.0 0.8 6.7 e[ dels| o swee
RETAIL TRADE . 304 9.9 9.4 19.8 0.6 . 30. 303l el 29.9

€ INSURANCE. AND

"‘"-“"" . seaa | deef 383 3s.3] der|  3e.z|  aeaed aeas| e el
SIRVICES 2.8 | sz | aaus| 23 33,70 3300 a2 saar| 33| a2y -
' Dura relate fo pruGuchion wovkers in myning and " worken ndto worker and public utilitws wholesale sod

el tade, finance, ingrance, and rem #slate, and servicet These ynuu account for approwimataty lout i of v (otal employment an g (v

Ppreliminary
cecorracied

66-785 0 80 - 11

»omm-cuuwi payrolls
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Tabie 8:3. Aversge hawty and weekly ol duction or isory on private -
nonsgricuiturel peyrelle by industry
anid Hay May, Lay Na,
1979 1980 197% 1950
TAL PRIVATE R Lo oseaow | oseusa | owesd ) ge.37] gais.z0fa229.08] sa28.55] s229.95
m_“*“ . . .09 | 6.5 [ e.se .57 217,40 231.16) 230,88} 230,41
NG .o e .43 | 92 9.03 | 9.03( 362.68] due.24) dse.2s] 38204
CONSTRUCTION. [N - G 9.1 .60 9.64 .68 340.0:] de7.re] 3sL.88] 332.0
MANUFACTURING . . . .. . . T s.43 1.06 | T.08 ) 7.12] ze3.56 290.99) 278.98| 200.33
DURABLE G008 . SN B X' J 7,34 1.3 7.39| 2es.48| d04.62{ 301.23] 302.08
Lumber ot woced modutt [T oo e D sse | oeaan ] | 236.asf 200,59 232,99 230,35
Furmturt snd hatwe. . PR . iS4 205.9%
Seone. clay. and g producn . . s.78 LI
Provary rwul ndre . s.0) 2
Fabncomd mesl oradecrs 6.77 s
Mecherer exceor elecy ol . . 7.2% 1
Elecirc o ey ane equpren: .21 8| 2 0
¥ . 6.38 u| 3se.08
Inowwmanty and reloted producy .. . ... .. N I N T e | .83 [ 6.71] 249.29 3t 271.7¢
Macstlrwos mertactung . ... L el T 3.00 | 3.30 | s.40 ) 3.47] iva.s0 sf 230,08
NOMDURABLEQOODS . . ... .. . .. . . oees s oeen 3.9 | 630 | &3 s.42] 231.08| tes.u7| 240.32) 249.10
Food ard Lindrod produce . 822 | 6.0 S.02) 24031 2s0.91 270.73
Tohame munstuctursn. . [ 7,70 9| 206.90 291.43
Trache woll products . L e ” 13| 201,84 197.2%
Appwrel s ether taxtile producn 4,20 147.42] 139.4y 156.2)
Papwr 00 Miod wroduets . 6.9 293.10] 319,70 321,36} 316.50
Promiog s pubdrbing . . . 5.83 234.7¢1 271,58 260.64] 271,93
Chomacebs s elend producs . 7.47 312,251 334.88] 337.38( 337,41
Powviowm and cool products .38 s10.34] 367,21 101 430,78
Rubbor ond . pladiocs prodhcts L seee 238,951 250.80| 250.32] se7.11
Lonther ontimtrr e . L. o] sae ] aesz |oagss ] ausr| 152.35] 1ee.s3| 165.80] 1em.63
TRANSPORTATION ANO PUBLIC UTILITIES . . . o] e L7 4] 31aaaz] 28| 3a200] a7
WHOLESALE AND RETAIL TRADE .. .. . e 5.00 | 3.40 $.40 | s.42| re2.00) 1v2.80( 171.72] 172,90
WHOLESALETRADE . ... .. ... ... 4.2 | e.02 244,08 202, 60) 24408
RETAIL TRADE . . . a0 an 136,30 143,34 14393
FINANCE, INSURANCE, AND REAL ESTATE .. ... . . ... ... s.ar [ s.es 180,44 207,22 206,00} 206.91
SERVICES .. . T o e 5.37 | 3.7 171,008 306,53 136,00} 104.49
i
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Toble B-4. Hourly 98 Index for prody - P y on privete
el poy by industry divisien,
Ul
ot g rew—
Laaid nay | ooec, | aau. reu. IKAk. | ark. p|mar 2

1979 )I!l' 1920 1830 19580 1980 1m0 naY 1979 |aPx. 1
NaY 1930 [hHav I‘IO

TOTAL PRIVATE MONFANM:
221.3 1)9.3 40,3 245.) 2464 41,9 .0 0.0
106.) 10).3 102.9 102,90 101.3 A 1) 1)
162.7 | 223.2 274.0 278.4 | 2833 né. "l -3
120.4 | 227.¢ 215.1 131.% | 232.0 | 23,5 3.5 .2
132.3 2843 243, 230.1 132.) 154.3 9. -8
2437 | 280.7 1.2 266.2 | 267.4 1.8 10.3 .5
1.0 | 1.3 1 D7 2)3.0 | 238.4 139.9 1.3 N
107.0 | 219.3 | 218,06 116.¢ [ 2200 | 225.8 14 =
EEITS ) 12.7 l)l.ﬂ 243.1 4.4 45,4 9.4 o7

——
' SLE FOUTMOTE 1, TAMLE -1,
PEACEAT CUAKGE wAS ~3.2 FAOX APEIL 1979 T0 APRIL 1980, THC LATLST NORTU AYARLAMLE.

9 PARCEKY CLAMLL WAS =.3 FXON MARCE 1980 TO APRIL 1980, YUE LATESY [IOATM AVAILABLE,

LYY
Pwdebery.
NOTE: Al wrie. e 1 owvend Gulws snmgt where indimted. The iovten sndhed Fivsnuations in ovursiome
Srumiumg n muwierring Mhw wmh“—hﬁn“ﬂn“awnt*a-ﬁhwnb—m
Table B-5. Indenss of sgprogate weekly howrs of p o Y on privete -
" " by industry, y odis
ey
1979 1900
laduury Sutsine st poep

Koy {une |Judy fawg. | sapr.{oce. |wev. [Dac. [ssn. [rew. fHae. [ape®| nay

123.7 23.7/225.5 123.9[123.31126.2/0224.6 l‘”-l 126.7|128.0[124.3)123.»
10,1 109.9[199.4] 109.7[109.0[208.7{109.0{110.4{10%.41107.5[103.1]103.)
A52.5 140.4[236.2[ 1574198, 11150.4(162-21165.7[104.8]160.7]004.2] 2049
I)lq 193.90004.8 135.4[192.7[033.71 1371 [142.5(137.4 12050020, 211287

104.3 104,4§103.3203.41103.1{102,5/102.9[103.0[102.3/104.7
3107.9102.9/106.8/107.1/104.2]2053.17105,6/10%.3/103,3/104, %
nng 113.3|t10.1|104.3|10%.9 2002
105.3 105.9[106,2/506.8104.71105.9
13, 110.4]109.¢
”. 2.1 9.2
107,13 105.1103.7
117.& 117.5[118.8
100.% 109.21100.7
109 90.7} 12.9
o 128.1 130.4 129,48
<y to0.7 102.2 100,53
%.1 $9.7( 98,3
3.9 .
13.0
"0
9.3
103.2
104.4 .
i08.8 108.2
121.0 126.3 114.4
130.5% 140.91143,6 {140.7 139.%
1.3 849 85,0 €3.2] 65,3 o4, 9.

136.% 136.7[134,4 130.4800.6 1138.0(138.9[130.0(137.7
105,00 10421308, 20 2049 LIS 0| 116, 9[J28. 4 0102004, 2|114,9F123.3[312.)
130.G129.8/129.8/ 130.4 1_)0.1 132.60430.9{40E.6(131.3[1D1.0F129.41128,0

.
132.8 l“‘-' 132.60132.3/133.4 [134.3(134,5 [134.3(336.5]134.0[132.7[233.7
120.9 120,9(128.5|2129.6[129.7 [13¢.3)129. 7 [130.5 1303 124012811278

26 (150.4{150.0)150.4

ll)." BAGL S LA6. 3} 14712340, [140,0 1403 1400
182,60 153.5)153.41159.8/056.3(133.2]556.5]156.2237.10457.4]137.8]437.3
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Table B-0. Indexss of ditfusion: Percent of i ies in which lincreased
Yoot 00d sath Over 3-momh O oot wme Ot 12mewh e
177
3.0 8.3
$7.2 84,6
2.4 - 2.0
7.5 82,3 -
70.3 .1
€s.1 7.6
70,3 70,3 75.3
s1.8 70.9 6.7
87,2 81,7 79.7
64.2 76, 80.
13.3 9.7 8.0
5.3 7.4 02,3
Jasuary.iee 8.3 0.2 9.
Fedruary 69.2 75.6 9.1
Marcho.onos 9.5 7.3 .6
Aprilesises 8.0 .8 73.5
Nayeroon 57.8 67.2 12,7
June.... 86.6 66.6 T2
Jelyeses 64,5 69.3 73.0
Aoguete 60.5 7.2 77.3
Seprander.. 62.5 .2 9.7
October. 1.0 78.2 2.3
%o 5.9 81,1 02.3
7404 02.3 00.3
0.3 76,5 1401 71,8
§5.1 2.1 67.4 70.6
0.3 s1.8 6. 63.7
[N 33.2 58.1 64,0
34,7 51,5 0.3 61.9
s7.0 38.4 46.3 58.1
56,7 sé.1 $7.0
52.0 35.8 54.4
32.9 $1.6 51,8
610 $1.6 47.4p
6.6 3.7 al.0p
[T 63.1
i 6.4 61,5
N 35.8 33.8
Mareh.:s . 46,3 34y
Apedliieess 9.7 .ty
34.0p

1 Mumber of smptoyem, sssoretly elusaed, on payroly of 172 privem nonegricutursl industries.

» * profiminery.
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PRODUCER PRICE INDEXES--MAY 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 i{n Septemdber 1977. Prices for {ntermediate
(semifinished) 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 {n both March and April. (See table A.)

Among finished goods, the cipital equipment index showed no change, follo;aing a
large April advance. Energy prices rose 0.8 percent, far less than in any recent month.
Food prices edged up O.! percent after falling sharply in April. Prices for finished
Table A. Percent changes from preceding month in selected stage-of—precessing
price indexes, seasonally adjusted*

Intermediate goods Crude goods

| 1 | | |
| | | ! |
| | : | | |
| { | | Foods | | | Foodstuffs]| |
| | Total {Consuwer| Other | Total | and | Other | Total | and |Other |
| Month | | foods | | | feedsl/!| | | feedstuffs| |
I | | | I | | | | | |
| ! i ! | | | | 1 | |
1 | | | | ! | | | | 1
[May 1979] 0.5 ¢ ~1.0 | 1.0 | 1.0 | 0.1 | 1.0 | 0.7 | -0.7 | 2.7}
{June +.4.] 6| -1.0 | 1.1 | 1.0 } S 1.0 | 1.2 | 0 | 2.8 |
{July «eeel 1.2 | .7 13 1.6 4.2 | 1.5 ) 2.2 3.0 | 1.2
lAuge seee 141 | 1.5 | 1.0 ] 1.4 | .9 1.5t 2 -5 | 1.2
ISepteenaal 1.5 | 1.4 | 1.5 | 1.5 | .5 1.5 | 2.2 | 1.4 3.2 )
[0cte soeal 1.1 | -1 | 1.5 1 1.7 | 3 1.8 | 1.1 g 2.3}
[Nove wevel 1.2 | 1.9 | 1.0 | 9] -3 9 1.3 1.0 | 1.7
|Dece weudl 8t 30 1.1 | 1.1} .3 1.2 | 1.1 | 2 | 2.2 |
| | | | | | | ! | | |
|Jan. 1980| 1.6r} -9 | 2.4r| 2.7 | ~2.6r] 3.0r| -7 | -3.8 | 3.2}
|Febe vaea] 1.3r| =5 | 1.9r] 1.8 | 5e4r| 1.6r] 2.6 | 2.2 3.2
IMar. ooee] 1.4 | 1.1 | 1.5 | S =30 O -2.2 1 =207 ] =146}
[ | S =2.8 | 1.6 | D =207 3] =3.5| -6.1 | -=.5]
.3 Q0 3 4] - 6.1 | A 1.3 2.4 ] .1

| | | | | | ) | !

IMay ....]
| |

1/ Intermediate materials for food marufacturing 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 th{s release may differ from those prevlously reported.

r= reviged.
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consumer goods other than foods and energy increased 0.4 percent, somewhat less than ia
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, coa-
sumer food prices rose 1.5 percent, the index for finished consumer goods other than foods
and energy increased 11.C 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.

Edoished goods

. e b 4 » The Producer Price Index for finished consumer goods moved
up 0.4 percent in May on & seasonally adjusted basis after showing no chaage 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 sire 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 ai1so registered in May for

fresh fruits, dairy products, eggs, flour base mixes and dougha, and packaged cocoa. 1In

Teble B. Percent changes in finished goods price indexes, selected periodst

| | Changes from preceding month, seasonally adjusted |Change in |
| | | £inished |
| t |Finished consumer goods excluding foods|goods from |
i |Capital |Pinished| | 12 months |

Month |Finished| equip- [consumer| | ] | ago i

| goods | ment | goods | Total | Durables | Nondurables | (unadj.) |

| | | | | | | |
| | | | | | | | |
| | | | ! 1 | | i
May 0.5 | 0.5 | 0.5 | 1.6 | 0.6 | 1.8 | 10.2 |
June 6 .7 6 | 1.4 | .6 | 1.9 | 9.9 |}
July 1.2 | 8 | 1.3} 1.7 | 8| 2.2 | 10,3 |
- lAug. 11 | -b | 1.6 | 1.7 | 0 | 2.7 | 11.1 |
|Sept. 1.5 ¢ g1 1.8 | 1.9 | 1.5 | 2.2 | 12,0 |
|oct. 1.1 | 91 1.2 | 1.8 | 1.6 | 2.0 | 12.3 |
Nov. 1.2 | <17 1.6 | ta1 | .9 | 1.2 | 13.0 |
Dec. .8 { -9 } -9 : 1.2 } 1.2 : 1.2 ! 12.6 ||
{Jan. l.67 | 1.6r | 1.6r | 2,9 | Juar | 2.7r | 13.1 |
|Pebs evee|  1a3r J6r b 1.6t | 2.7r | 1.3r | 343r | 3.3 |
cene] 1.4 | 8 | 1.6 | 1.9 | -4 | 3.2 | 13.9 |

5 1.9 1§ 0 | 1.6 | .2 | 2.0 | 13.5 i

-3 | 0 | Y | 0| -3 i -9 | 13.3 1

| | | | | | |

*  Data for January 1980 have been revised to reflect the availability of late reports
and correctionr by respondents. For this reason, some of the figures shown above
and elsewhere in this release may differ from those previously reported.

r* reviged.
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wontrast, roasted coffee prices fell for the sixth consecutive month. Declines were also
recorded for whole black pepper, fish, milled rice, and vegetable nil end products.

Prices for energy goods rose 0.8 percent in May, wuch 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 ofl advanced l.l1 percent, following a
rise of 3.0 percent in the previous month.

The fndex 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.

+ The index for capital equipment was unchanged from April to May,
after rising 1.9 percent in April. Prices for motor vehicles and m:tal forming machine
tools turned down after increasing in the previous month. Substantislly 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.

JAntermediate materials

The Producer Price Index for intermediste 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 | percent or more during nearly all of 1979 zad
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
sloved for commercial jet fuel, diesel fuel, and lubricating oil materials. On the other
hand, electric power rates increared more than in April, and liquefied petroleum gas
pric?s turned up after edging down the month before.

The {ndex for {ntermediste materials less foods and energy also rese (.l perceat,
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 shaxply.

The construction materials index edged down 0.] percent, following a similar
decrease in April. Prices fell for nonferrous wire and cable, millwork, softwood lumder,
gypsum products, clay tile, and asphalt roofing. Kowever, large incresses 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 8all 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 f{n April. Price increases sloved for several items, including woodpulp,
plastic resins, synthetic rubber, and processed yarns and threads. Prices turned down for
gray fadbrics and phosphates, and the indexes for leather and inedible fats and oils both
declined for the fourth consecutfve month. On the other hand, price increases accelerated
for sndustrial chemicals, synthetic fibers, paper, and paperboard.__

Among other interrediate nonfood nonenergy goods, prices fell for photographic
supplies, metal forming machine tool parts, and wooden pallete. Prices rose less than in
the previous month for mining machinery parts, metal cutting machine tool parta, abrasive
products, paper boxes and containers, and mixed fertilizers.

The intermedlate foods and feeds index climbed 6.1 percent, following sizable
decreases in March and April.- The upturn in May was due in latge part to a 25 percent
advance in prices for refined sugar used in food manufacturing. Feed prices turned up
after a sharp drop in Ajril. Prices also rose after declining in the previous month for
flour, crude vegetable oils, and animal fats and oile. Corn syrup prices continued to
rove up, but not as much an ‘n April. :

rude materials
fhe Produrer Price Index for crude materials for further processing increased

1.3 percent in May on a -easonally adjusted basis, following a 3.5 percent decrease in

Aasril. Foodstuff prices turned up after falling for 2 months, crude energy material prices

continied to rise, but prices for other materials fell for the third consecutive month.

The index for crude foodstuffs and feedstuffs increased 2.4 percent inm May, in
contrast to a4 decrease of 6.1 percent in the previous month. Prices for raw cane sugar
Jusped 62,5 prreent after climbing 16 percent in April. Prices for grains, green coffee,
and soybeans turned up after falling in the previous month. Prices for livestock, live
poultry, and 1ocoq Yeans noved down but not as much as in April.

Prices for crude cnergy materials rose 1.6 percent, slightly less than the
cel pereeat advante in April. Natural gas prices increased about as much as in the
previas montt, but czude petroleun prices rose less.

fer crade nonfood materials less energy declined 2.7 percent. This index

ne iy

it % percent dn each of the 2 preceding months. Prices for iron and
‘1 hase scrap, and hides and skins all fell wore than 10 percent.
roprines o lined substantially after rising sharply in April. Crude natural

tres e uned ter the third consecutive month. Cotton prices increased but not
froLo preneding monti.
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Brief Explanation of
Producer Price Indexes
/7
Producer Price L aversge ch in goods) includes commodities such as motor trucks, farm

prices received in primary markets of the United States
by producers of commodities in all stages of processing.
These data were p 1y d a3 the Wholesale Price
Index. The mme “Producex Price Indexes” is now being
used to reflect more accurately the coverage of the data.
The sample used for calculating these Indexes continues to

- contaln neady 2800 commodities and sbout 10,000 such as
p the of prices

oflﬂ ilﬁel, duced in the fi ing, agricul-

ture, forestry, fishing, mining, gas and electricity, and

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 ss eggs and fresh vegetables,
as well as processed foods such as bakery products and
meats. Other finished cansumer goods include durables
il hold fi and jewelry,

and nondunblu such a3 nppuei md gnoune

dities that have been proeused but requixe ﬁmhcr

public utilities sectors. The universe includes all com-
modities produced or imported for sale in commercial
trnsactions in primary markets in the United States.
Producer Price Indexes can be organized by stage of
processing or by commodity. The stage of processing
ducts by degree of fabrication
@e., ﬂnkbtd goods, inunmdhte or semifinished sood-%.
and crude ials). The dity g

processing before they b finished
of such semiflnished goods include flour, oouon yanu,

steel mill products, bdelts and belting, lumber, liquefled
petroleum gas, paper boxes, and motor vehicle parts.

Qude materials for further processing include products
entering the market for the fint time which have not been
mtnuhctured or fabricated but will be processed before
b ig finished goods. Scrap materials are also Included.

d

products by similarity of or material pOsiti

Crude foodstuff and feedstuffs include items such as

Finished goods are commodities that will not undergo |
further processing and are ready for sale to the ultimate
user, either an individual or ab fiem.

Capital equipment (formerly c f ducer finished

gnains and livestock. Examples of crude nonfood materials
include raw cotton, crude petroleum, natunal gas, hides
and skins, and iron and steel scrap.

INTERMEDMTE MATENIALS,
SUPPLIES AND COMPONENTS
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For analysls of general price trends, stage of processing
indexes are more useful than eommd:ty ;rouym; ludexu.
This is ¢ dity

spondenu are asked to provide net prices or to provide
all applicable discounts. BLS sttempts to dase Producer

produce exaggerated or misludlng llpnl: of prlee clunpt
by reflecting the same price

Price Ind on actual transsction prices; however, tist
or beok prices are used if transaction prices are mot

stages of processing. For example, suppose that & pdce
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.
Price Index and the Industrisl Commodities Price Index
would reflect the same price movement three times—once
for the mel wrap, once for the steel sheet, md oace for

The All Commodities |

ilable. Mest prices are obtained directly from pro-
ducing companies on a voluntary and confidential basis,
but some prices are taken from trade publications or
from other G jes. Prices g ly are
reported for the Tuesday of the week containing the 13th
day ol’!h: monlh.

In Jating Producer Price Ind price changes for
!hevanout dities are d together with weigh

the This ing occurs b the
weighting structure for (he All Commodlues Index uses
the totaf shipment values for all commodities at all stages
of processing. On the other hand, the Finished Goods

g thelr importance in the total net selling value
of all commodmes ay of 1972, The detailed data are
aggregated 0 obtain indexes for stage of processing
goupings, commodity groupings, durability of product

Price Index would reflect the change in bile prices,
the Intermediate Materials Price Index would reflect the
steel sheet price chanpe, 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 cakulating
Producer Price Indexes apply to the fint significant com-
mercial transaction in the United States, from the produc-
tion or central marketing point. Price data are genenily
collected monthly, primarily by mail questionnaire. Re-

groupings, snd a ber of special ite groupings.
Each index price changes from a ref
period which equals 100.0 (usually 1967, &3 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 finished goods sold in
primary markets in the United States has risen 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 index in relation to its buse pexiod

A Note on Seasonally
Adjusted Data

Because price data are used for different purposes by
cu!fmm gxoupa, the Bureau of Labor Statistics publishes

while percent changes are not. The followi
illustrates the computation of index point lnd pereenl
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 rite were maintained for a 12-month period.

Index Point Change

Finished Goods Price Index 1855
less previous index 184.5
equals index point change 1.0

Index Percent Change
Index point change 1.0
divided by the previous index 184.5
equals 0.005
sesult multiplied by 100 0.005 x 100
equals index percent change 05

d as well as unadjusted changes each

month.
For analyzing general price trends in the economy,

seasonally adjusted data usually are preferred because
they eliminate the effect of changes that normally occur
at about the same time and in about the same magnitude
every year—such as price movements resulting from
normal weather patterns, regular production and marketing
cycles, model chang X | d and holidays.
For this reason, seasonally adjusted data more clearly reveal
the undetlying cyclical trends. Seasonally adjusted data are
subject to revision when seasonal factors are revised each
year,

The unadjusted data are of prlmary interest to users
who need information which can be related to the actual
dollar values of transactions. Individuals requiring this
information include marketing specialists, purchasing agents, -
budget and cost analysts, contract specialists, and com-
modity “traders. Unadjusted data generally ate used in
excalating 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

Grouping Jan, 1980 2/ May 1980 27
All Commoditi@s......coivivrvienrronnnnnns e Cenene 254.9 263.7
All Commodities (1§57-59=100)...........c0tvuiinnnn P 270.4 279.8
MAJOR COMMODITY GROUPS
Farm products and processed fcods and feeds 231.9 233.9
Farm products........... 236.4 233.6
Processed foods and fcod: 228.5 233.1
Industrial commoditias........ 260.6 271.2
Textile products and apparel. 175.2 181.%
Hides, skins, leather, and re pr 255.7 240.7
Fuels and related productc and powar 1/ . 508.0 571.9
Chemicals and allied products I}/...... 246.0 261, ¢
Rubber and plastic products B 207.8 215.1
Lumbaer and wood products.. 290.0 271.6
Pulp, paper, and allied pr 237.4 248.9
Metals and matal products. 284.6 281.9
Machinery and equipment. . 227.6 2%7.0
Furniture and household durablos 183.4 136.1
Nonmetallic minaral products..... 268.4 282.9
Transportation equipment (ch..l% =100). 198.7 20%. 4
Miscellaneous products...... Cesasncennas 242.9 . 250.9
Industrial commoditias less fuels and related
Products and POWRF. ...t cvsursrstareontnrrerastiaecns 234.7 239.9

OTHER COMMODITY GROUPINGS

01-9 Other farm products. Ceeeans 301,10 311.0
02-1 Cereal and bakery products e 225.4 233.5
02-2 Meats, poultry, and fish.......c.o0.vn 239.6 224.8
02-5 Suqar and confactionery........cecvuunns 235.0 327.4
02-6 Baveragas and baverage natcrials ....... 224.0 231.4
02-63 Packaged beveraged mataerials........... 360.8 355.5
02-7 Fats and oils.... ... .0 iiiiinnnianann 225.1 212.1
04~4 OQther leather and related products 213.4 217.5

~05-3 Gas fuels J/..... . it . 672.5 7464.8
05-7 Rafined petreleum product! 3. eaaen 583.3 680.6
06-3 Druqs and pharmaceuticals............. 166.5% 171.8
06-5 Agricultural chaemicals and products.. 261.9 258.3
06-7 Other chemicals and allied products.. 209.4 225.0
07-1 Rubber and rubber products.......... 226.3 235.3
07-11 Crude rubber........... .00 252.7 263.0
07-13 Miscellaneous rubber products 2159 227.5

=891 Pulp, paper, and products. excluding building

- paper and board. ... ittt ittt vee 239.2 250.3
09-15 Converted paper and paperboard produc!s .. 227.7 236.1
10-1 1Iren and steel................ .. 297.¢ 304.7
10-13 Stenl mill produc!s . s 293.48 305.5
10-2 Nonferrous metals. . 326.3 289.8
10-6 Hardwar@................ ‘e 228.2 238.2
11~3 Metalworking machinery and cquipm.nt aese e 258.9 272.6
11~-4 General purpose machinery and aquipmant. . 251.0 262.3
11-7 Electrical machinery and equipment...... . 190.6 | 195.2
11-9 Hiscellaneous machinery and equipment.. . 220.3 226.9
13-2 Concraete ingredients.. Cereraras .o 265.¢ 271,14
14=1 Motor vehicles and cquipmnnt.. ..... e 200.7 203.1
15-4 Photographic equipment and suppli-s 165.9 200.0
15-9 Other miscallaneous products.............. PP 35¢t.6 339.9
1/ Indexes for these commodity groupings are not included

" staqas of processing.

27 Data for Jan. 1980 have baeen revised to reflect the
availability of late reports and corrections by
respondants. All data are subjact to ravision ¢
months after original publication.

in Tabla 2 because their componants are divided among different

3/ Prices of some items in this grouping ara lagged f month.
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- Chart 1
Finlshed Goods Price Index and {ts components
' 1970 - 80 .

3-month annual rates of change
(Seasonally adjusted)
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Chart 2
Intermediate Materials Price Index and its components
1970 — 80

3-monih annual rates of change
(Seasonally ad[usted)
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. Chart 3
Crude Materlals Prl,go Index and Its components

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, te]ll 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. Norwoop. 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 o shrinkin%]jobs.

. e also, of course, have had a conciderable downturn since Janu-
ary in construction industry employment and that too has hit pri-

marily a predominantly male labor force. L

Representative Lona. Commissioner Norwood, how severse is this
recession in comparison to the recession of 1974-75¢

Ms, Norwoop. There has 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 precedinﬁ 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. Since-January 1980, however, there has been
a steep drop, but I think that it i3 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 & 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 haﬁpened 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 geople unem;iloye 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 thin%etgmt 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 Qak Grove 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 growing are very, very dis-
turbing to me.

Congressman Mitchell.

Representative MircueLL. Thank you, Co 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 quéstions. 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. :

Tha root cause of the explosion in Miami was the permanent unem-
E{lpyrqent that has been permitted to exist in the black community in

iami,

In my further replies to their quéstions, 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. :

f'ghis 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 monetary policies, is pursuing policies
and practices that will exacerbate blalg( 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. i

Are we going to continue our same fiscal policy and monetary policy ¢
My prediction, based upoen 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
thess 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
nulling out. Whenever we do, the black and minority communities will
be thx;%ast to pull out long after the white communities pull out.

My community was just beginning to upturn from the impact of
the 197475 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 unemployed ? Wien are we going to stop selectively

ressurin% the same group of Americans to the point that they become
esperate .

Congressman Long and members of the committee, this committee
has the singular and sobering responsibility of demanding a reassess-
ment of our present fiscal ang 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. 1 hope to God they don’t. But, if we
continue the present i)olicies, as this silly balanced budget that isn’t
balanced at all, it will bo 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 %oing 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 not have any questions for the witnesses. The ques-
tions are before all of us. We don’t have to articulate them. Thank you.

Senator SarBanes. Would the Congressman yield {

Representative MrrcHELL. Yes, I shall. :

Senator SarBaNEs. 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 momin%.

Representative MircrerL. 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 Brow~. Thank you, Con man Long.

Ms. Norwood and my colleagues, while I agree with my colleague,
Congressman Mitchell, that unemployment falls most cruelly on the
blacks and the teecnagers 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 f'ust 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—that we don’t
force ourselves into a long-range unemployment/high inflation picture
by following stupid policies now, the same policies that have created
is 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 problem. ‘
e cannot have this continue indefinitely in this way. Steps should
be taken now to cure the problem.

Representative MrrcueLL, Would the gentleman yield f

Representative BrowN. I would be happy to yield.

Representative MiTcHELL. 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 MitcHELL. It is ?od politics to personalize this
issue. I am convinced that the President has made many serious mis-
takes, Hlowever, we have three branches of government each sharing
equal power. The Congress, comgrised 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 MrrcHELL. 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 80 percent minority unemployment
In this country. Now that’s not a good situation and we were both
concerned about it, and the problem 1s 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 Sroud 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 controﬁ;.!

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-higher
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.

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 i8 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 refer%@cg 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 Lona. If the gentleman will yield to Senator
Sarbanes for a time, then we will come back o you.

Senator Sarsangs. Thank you, Congressman.

Commissioner Norwood, £ months ago the unemployment rate was
6.2 percent. Toda;' you report to us the distressing information—and
I appreciate you're only the messenger—of 7.8 percent. That is an
increasg in unemployment of over 25 percent in 2 months; is that
correct

Ms. Norwoop. Yes; it was an increase of about 25 percent.

Senator Sarsanes. When was the last time this Nation’s economy
exg{e:ienced such a-sharp jump in unemployment in a 2-month period

. Norwoop, We have never had such a sharp jump in a specific
2-month period, sir.

Senator Sarsanes. This is the largest jump in unemployment the
Nation’s economy has ever experienced within a 2-month period; is
that correct ¥

lMs. Norwoop, Yes, sir, At least since we have been measuring unem-
ployment. ' : .
enator SArBANES. 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. Norwoob, 1.4 percent.

Senator SARBANES. Over a 2-month period ¢

Ms. Norwoob. Yes, sir. ‘ -

Senator SarBaNES. And that in percentage terms was what? Because
I think we started from a lower unemployment rate, did we not ¢

Ms. Norwoop. 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 Sareanes. Now in 1974-T5—was it August of 1974 when
the unemployment rate first started going up noticeably? That re-
cession ran real!%ilfrom\August 1974 to May of 1975; is that correct

Ms. Nogrwoop. Thst/is a good point ; yes, sir. -

Senator SarBanes. What was the rate in August of 19741

Ms. Norwoop. 5.4 percent.

Senator SarBanes. And in May of 19751

Ms. Norwoop. 9.0.

Senator SArBaNES. And that was the highest it reached?!

Ms, Norwoon. Yes, sir. ‘ '

Senator Sarranzs. 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. isthat correct

Ms. Norwoop. Yes, it is.

Senator Sarsanes. Now. would the latest report he encompassed
within the survey conducted for arriving at this unemployment figure,
or were those unemployment claims subsequent thereto?
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Ms. Norwoop. The initial claims for unemployment insurance were
at & 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 SarBanEs. Now how much of a predictor is that? 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. Norwoop. 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. :

ormally, in the month of June, we expect a large increase into the
labor force of peogle coming out of schools. Some of that may have
occurred this month. ‘

Senator SarBanes. Well, going back a month ago, did the unemploy-
ment insurance claims increase at that point

Ms. Norwoob. Yes, sir; they did.

Senator SarBanEes. In other words, the prospect is very bleak. We
have these figures, the lJargest 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. Norwoob. 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 jump 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 SareaNES. One of the trends that is very marked in this
unemployment re[iort you’re submitting this morning is that full-time
workers are being laid off ; is that correct f

Ms. Norwoop. 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 eob because
the family breadwinner is out of work. Isn’t that correct
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Ms. Norwoon. 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 Sarsanes. Well, 1 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 ﬁot 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 attri utable to that factor.

Ms. Norwoop. Well, certainly, that is an important development.
I think that at least equally important is the fact that the unemploy-
ment or the dx"og 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,
only 44 percent of the families in the United States—the husband and
wifz families—were dual earner families, and now we have over
half. So there has been a big increase even before the increase-in
the unemploymnt rate.

Senator Sarsanes. 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 thoge par-
ticular sectors? 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 sctivity, although I very frankly
don’t reﬁ?rd unemployment wherever it is as being at the fri
there will be a ripple effect from these figures that would lead one
to conclude that this rate is going to continue to climb and climbf -

Ms. Norwoob. 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. Inventoriés are not yet out of line as
tﬂeyﬁllmve 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 SarBanes. Well, I see my time has expired. Thank you,-
Congressman Long. :

Representative Lona. Congressman Rousselot.

Representative Rousseror. I'll yield to my colleagues. I apologize
g;at lv;vg,s not able to hear the whole statement and I'm still going

rough it.

Representative Lona. Congressman Mitchell had a question he
would like to ask.

Representative Rousseror. Go ahead.

Representative MrrcHELL. I have one question. I thank the gentle-
man,

Assuming that that 7.8 percent does not go up and assuming that
it stays prett§ much at that level for a year, what does it cost the
American public to sustain that rate of unemployment? What is the
cost in dollars and cents?

Ms. Norwoop. I don’t know in terms of dollars and cents. It cer-
tainly costs the American people a lot for unemployment.
~ Representative MrrcHELL. 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 ¥ Most economists state a range of $14 billion to $19 billion.

Senator SarBanes. Would the Congressman yield on that point

Representative MimcHELL. Yes. .

Senator Sareanes. 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
peoNfsle roughly. ‘ -

. Norwoop. Yes, sir.

Senator SarBanes. 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

pﬁ; could have produced to help make America stronger. That is
ost, which is the utterly insane aspect of permitting this unemploy-
ment to exist. .

Representative MrroneLL. The gentleman is absolutely correct. To
be more acccrate 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 that by 7.8 percent, we are lgom
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.

Regresentatwe Loxe. Congressman Rousselot, do you have any ques-
tions
Representative RousseLor. Yes, Congressman Long.

Representative LoNa.
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Representative Rousseror. 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, Norwoob. I just can’t comment on that, sir. I'm not familiar
with those numbers.

Representative RousseLor. You don’t look at them all{

Ms. Norwoop. 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 RousseLor. Well, then, maybe we shouldn’t base our
estimates on that formula because in our budget calculations we al-
ways ﬁt into these great projections and how we should do it.”

Ms. Norwoop. Yes, sir.

Representative RousseLor. Should we disband that?

Ms. Norwoop. I'm not suggesting that. I'm merel{ suggesting——

Representative Rousseror. That you don’t know

Ms. Norwoop. That the Bureau of Labor Statistics is not involved
in those calculations and I really can’t comment on them.

Representative RousseLor. You can’t make a suggestion on them.
OK. Well, Ill pass it up. So much for the balanced budget, because
you realize that in our budget projections we are going to be anywhere
from 1 to 2 percent above the unemployment rates assumed by the
Budget 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 figures. 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 and other figures you
have given us.

Well, thank you, Commissioner.

Representative Lone. Congressman Brown.

Representative Brown. Thank you, Cox‘:ﬁreamun.

Ms. Norwood, I want to go back and address specifics of the areas
where unemployment now focuses. My colleague and I, Congressman
Mitchell, have discussed minority unemployment earlier and it’s clear
that minorities are benefited most during 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 blue-collar workers have jumped from February
to May from 7.7 to 11.3 percent unemployment.

Ms. Norwoob. That’s ng%{.m

Representative Brown. That’s a 3.8 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
exceEit 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.

at would infer that the heavy industries of this country are those
which are experiencing the sharpest unsmployment. ]
. 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 experiencing sharp unemployment,
that some of the minor indnstries or infrastructure support industries
will now have follow-on high unemployment $
. Ms. Norwoop. 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——

epresentative BrowN. Where does the unemployment hit first
though # Does it hit in the manufacturing of the automobile? Does it -
hit in the parts supply field ¥ Does it hit in the automobile dealership
salesmen or does it follow in those areas after the automobile manu-
facturing has collapsed ¢

Ms. Norwoop. Clearly, in this périod, 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 seelng is it hitting in the dur-
able goods industry now ¢ o

Ms. Norwoob. Yes.

Representative BRownN. And we can anticipate that it will spread out
through the rest of the economg? .

Ms. Norwoop. It has already spread, as I indicated. For example,
construction workers became unemgloyed and now we are having some
increases in unemployment in the lumber and wood products indus-
tries. Emdployment 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 develo%_ments. : :

Representative BRownN. Now it’s been widely stated that this reces-
sion might be—or widely speculated, I should say, that this recession
might be & 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 peorle 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. Norwoop. 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 l)i'oduction is
cut. That is, the relationship at this point is still fairly good. The
reason that evergbody 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, Norwoop, They were high.
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Representative BRow~. 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. Norwoop. 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. Norwoop. 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.
’%‘hey are concerned really about the fact that they haven’t moved them

guess, .

Ms. Norwoop, 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
inflationt

Let’s take a look at those automobiles or any other product that
might be at this point a drag on the market. It scems to me there’s
a 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 monthst 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. Norwoon. 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 clothil’}g};

Ms. Norwoopn. 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 % very quickly?

Ms. Norwoob. Well, T certainly cannot predict what will happen.
T expect that, because of already announced reductions for automo-
‘biles and mortgage interest rates, that the Consumer 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 Brow~. Let me ask a couple other questions. I don’t
want to monopolize the time. but I do have some that relate to the

articular, peculiar nature of this recession. Costs in taxes and non-

ax costs induced by Government such as regulations—are they higher
a8 we.go?into this recession than they were as we went into the%a,st
recession
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Ms. Norwoop. 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-

-pate in terms of future profit reports of business or future cost

actors in terms of business getting back into operation quickly?

Ms. Norwoov. No, T 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 gvou say capital investment, you're
talking about the replacement of equipment and the expansion of
plants and so forthf

Ms. Norwoop. And new eﬂgment. :

Representative BrowN. 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. Norwoop. Yes. Typically, ﬁroguctiwty falls at this stage of a
recession and then improves. {t ink 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 situati~n.

Representative Brow~. 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. Norwoop. 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 employvees are dropped from the factory work rolls,
the issue then is whether outﬁut 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? i

Ms. Norwoop. That is so.

Representative BrowN. And as the recovery begins then, he doesn’t
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rush to hire the additional salesmen because the natural pessimism of
the recession carries through and there’s a tendency for him to sa.{,
well, one or two salesmen can handle it for a while; and not until he
begins to see & 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 correct

Ms. Norwoop. Well, that has certainly been a pattern in previous
recessions. In the last recession, productivity turned around before——

R&;presenta&i}ve Bnowxi(Befmhe recession was olver and }ll)efore t&g
employment to pick up, use you just simply gave the guys
hours before vog:lllli the additional ‘worker on. gxce, 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.

Ms. Norwoop. The Bureau of Labor 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
a3 tﬂlantum to see whether we were getting better or worse. I hope we
will be getting better soon.

Thank gfou, 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
emﬂployment, althoufh 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. Norwoob. Thank you. :

Representative Lona. Congressman Rousselot,

Representative Rousseror. 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?
fuMs. Norwoop. As you know, I prefer not ¢to speculate about the

ture.

Representative RousseLor. I understand that, but on the basis of
your past experience, what do you think?

Ms. Norwoop. I think it depends on & variety of factors. In particu-
lar, we need to look 4t 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 Rousseror. Then can we expect unemployment to go
down { Is that what you're saying{ :

Ms. Norwoop. I'm saying that one needs to examine the changes that
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may oceur in the labor force as well as the drops in employmeat that
may occur. I understand that you’re having as your next witness a
representative of one of the important forecasting groups, anc. I try to
leave the forecasting to them. - ‘ o

Representative Roussevror. 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. Norwoob. I don’t really know. I think it is extremely unusual to
have two such very large increases in a 2-month period. I{ 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 RousseLor. 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. Norwoob. No, I don’t think that has been happening.

Representative Rousseror. No relationship?

Ms. Norwoop. We have had considerable stowdown during 1979 in
the growth of employment, but we have not had declines in payroll
employment which one would expect under those circumstances. -

epresentative Rousseror. 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. Norwoop. There is a very high unemployment rate in the auto-
mobile industry.

Representative Brown. I have heard the figure that that could go as
hiﬂlsas 60 percent. The current figure is what ¢

. Norwoob. 29 percent.

Representative Brown. And is there an indication—-

Ms. Norwoon. And & 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 Brow~. Do you have the construction industry sepa-
rately broken down? - : —
Ms. Norwoop. Yes. That’s 17.5 percent. In January it was 10.8 per-
cent. . - '

Representative BrowN. Do you have something separate for
housing? -

Ms. %Ionwoon. No, we do not. We just have overall construction
gures. :

Representative BrowN. What other industries? Appliances?

Ms. Norwoop. No, we do not generally have data for the industries
that are so narrowly defined.

Representative Brown. Steelt

Ms. Norwoop. We have primary metal. We can provide some further
breakdown for the record. I don’t have them here.

['Il“ge] 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 ﬁods:
Lumber and wood products.....occouoe oo oan
Furniture and fixtures_.__.__..__ -
$Stone, clay, and glass products___
Primary metals industrles.. .. ..
Fabricated metal products.....
Machinery, except electrical_ ...
Efectric equipment.. __.._.
Transportation equipment_. .. ___.___ ... ... ...
Auto manufseturing ... ..
Other transportation, .
Nondurable [H
Food and kindred products
Textile mill products. ... ..
Apparel and other textiles..._ .
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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. Norwoop. 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.

Representative BrowN. 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? A

Ms. Norwoop. They may, but that also (iepends on what happens
to retail sales, to credit, to interest rates, to people’s attitudes about
purchasing and about the future. o

Representative Brown. Could g'ou speak to the geography 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 Ohiois at 9.4. A

Ms. Norwoop. 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 Michigan

Ms. Norwoob, Yes.

Representative BRowN. At 14.4 percent

Ms. Norwoop. I think that’s correct. oo

Representative Brown. Is that the highest for any individual State
historically ¢ . .

Ms. Norwoob. I don’t know that. I could check it. Alaska is typically
higher, but we can look at that and check it for you. ) o

resentative Browx. Do you have the States following Michi-
gan in order or can we yresume that they are the traditional indus-
trial States of the Union

66-785 0 - 80 - 13
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Ms. Norwoop. I have discussed with you I believe on other occas-
sions the gmblems of the local area unemployment data. We have
from the Current 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 provide you
with a list in order if you like.

Representative BrowN. And finally, agricultural employment. Is
that up or down?

Ms. Norwoop. This month agriculture was up slightly. That is, em-
ployment increased slightly in agriculture.

presentative BRowN. Seasonally adjusted ?

Ms. Norwoob. 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 bas a better chance
of surviving a recession or at least without the depths to which Michi-
gan has been drawn ¢ :

Ms. Norwoop. Yes. There is a measurement or a definitional prob-
lem really, because as you know in rural areas there’s a great deal of
underempioyment 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 1079 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. Norwoop, 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-

loyment compensation, union support programs, food stamps—the
inds of social support agencies that are built in at the Federal, State,
or local level.

Ms. Norwoop. 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 recessiona
situation where unemployment has increased, where inflation is still
high, that we also ought to look at some of these thing:czo see realrg
where we come out in balance in our society generally use I thi
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 Lone. Ms. Norwood, on the basis of the figures that
you have seen, how would you characterize this recession ¥ Would you
characterize it as a severe recession ?

Ms. Norwoop. I think any unemployment and any increase in unem-
ployment is a serious problem. I think that the reduction in the rates
of price increase are extremely encouraging. The question needs to be
looEed at over a much longer period of time before we can make any
real judgment about the severity.

Representative LoNa. You would say basically the same with respect
to the length of the recession ?

Ms. Norwoop. Yes, sir.

Representativa Lonag. Of course, that has a great deal to do with
the severity of it because the longer it lasts—

Ms. Norwoop. 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
saying 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 with you, we thank you for your contribution.

Ms. Norwoob. Thank you, sir. We try to do our hest to tell you what
is happening. .

Representative Lona. 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,
CRASE ECONOMETRICS, BALA CYNWYD, PA.

Mr. CumMeriNe. 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 %e 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 approprate policy in this kind of environment, given the sce-
nario that we currently have? )

Representative Lone. Without objection, your prepared statement
will be printed in the hearing record.

Mr. CriMerINE. Thank you, Congressman. 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 I1. 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
Olllle 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. T expect to see unemployment exceed 8.5
percent. It could go 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
bfﬁa somewhat less severe recession than 197475, but, again, very sig-
nificant. )

I think there 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 mohths’ 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, éespite 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
ﬁeriod, when, in my judgment, what we are getting is a very sharp

ut 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
vetf 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,
1t 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 course of 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 & 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 forecasts 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. First, 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 sto
the decline in household purchasing power so consumer spending WIH
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 expect 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 proiram 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 luying 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 ver{l 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 bi the end of the year, with the
bulk of the decline in the second and third ?uarbers. 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 197475, 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 that 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 1t 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.

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 contrast with the normal
pattern in the Uniteg 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 };r 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 1s 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 expericnce 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
alwgys 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, & 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
pont.

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
tex increase just like they pass on any other cost increase, including
higher interest rates. So 1t will work toward holding down unit labor
costs (imd 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 Lona. 'Thank you. Mr, Chimerine.

[The prepared statement of Mr. Chimerine follows:1

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 smalil rise in real GNP for the first quarter as a whole. Early
indications for May (auto sales, retail sales, insured unemployment claims) point
to a further weakening.

BABIO 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 dectine
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 empinyee 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
prices were down about 20 percent (or about $100 billlon) —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 (prineipal 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 householl 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
rriced many families out of the market for existing er new homes. Tlhe ex-
istence 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, aind 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 many 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 earller, the underlying fundamentals were weakening
rapidly at that time; the ability of households to maintain current living stand-
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ards was especlally deterlorating 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
lesas gvailable, 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 ruake 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 1I—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
34 percent in real GNP is little changed from our last several forecasts. It
now appears that the decline in real GNP will be about 7Y% percent (annual
rate) this quarter. (There is a possibility that retail sales for April wiil 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 relativeiy
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. Mild 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,
rolative 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.
Retall 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.

8. The decline in new housing comstruction has been very rapid and cannot
continue at that rate. Housing starts were slightly above one million in April,
and probably were about 800,000 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
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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 shirply 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 industries, 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 he 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

Jfor 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 that 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 & 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 trafic and profits, but equipment expenditures by
the air transportation industry fell in half during the last recession—a repeat
is not likely this time.

(e) Several companies are closing down highly fuel-eficient plants and re-
locating. or are modernizing such plants.

(d) Oll 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 utillzation 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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DOWNBIDE 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-
gible. 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
18 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 simultanéous worldwide recession, combined with widespread protection-
ism, 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 concérn 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 deflcit 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
th;iitd 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 7% percent the special deposit requirement for
retatlers 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
no;am;em&ers banks and raising the base from which the reserve 1equirement is
calculated.
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(e) 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 restrie-
tions are completely removed in coming months, additional downward pressure
will oceur. The easing of these credit restraints will have little direct effect on
the economy because credit demands have fallen 8o 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 4¢ 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.

OPEOC 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 § shows average ofl import prices—even the relatively small
. Increases we expect in the next two years represent a dramatic change from
1974-1975. Thug, 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.

The 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 1981 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 newly purchased capital goods. A roll-
back of soclal 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 recessfon, 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
Umiting the rebound in household spending. And, economic policies here and
abroad will not be as stimulative as tn the 1975-1976 recovery period because
of higher inflation and balance of paymeuts 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 1874-1975, and longer than for any
other prior recession-recovery period.

FOBECAST HIGHLIGHTS

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
1ise by 0.4 percent and 3.3 percent in 1981 and 1982, respectively.
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2. Unemployment wil! 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 1881 and 1982. Unemployment will be highest among work-
ers deepndent on housing or consumer spending, particularly for durables.
Reglonally, almost all areas will experience some weakness, although increased
energy R&D will cushion the recession in the Southwest and Far West.

8. The Consumer Price Index will rise by 14.3 percent this year and 10.8 per-
cent in 1081, 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 infiation 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 profite. For 1980 as a whole, pre-tax profits will drop
by 3.8 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 low level at the start of the year implles no growth on a year-over-year basis.

5. Housing Starts will rise to 1.4 million units next year, 85 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.
lSalle(;!S ;vill average 94 million units next year, and will reach 104 million units
n A

7. Federal Expenditures for flscal 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 QNP would be about 4 per-
cent. )

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
thay level through much of the next two years. -

ECONOMIC POLIOY

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 urderestimation in January in that the CP1
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 1881, 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 stimulua to the economy. In fact, in real terms,
only military spending will experience significant growth over the next two year.
Real military ontlays 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 expendl-
ture increases. Furthermore, the budget proposala include significant tax increases
for next year. .

Table g 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 wounld be reta-
tively restrictive during during 1981. The large net tax increase for that vear in-
cludes both the windfall profits tax and the schedule soclal gecurity tax In-
crease. This measure of fiscal thrust would be only ahout one-third of its value
in 1975, when substantfal tax cuts were combined with sharp increases in ex-
penditures for public works and public gervice jobs. Inflation is causing a further
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drag on the economy by raising effective tax rates (not included in Table 8) —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 & 414 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 armeg 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-
ing i{s 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 commereial aireraft,
the aerospace industry is operating at very high utilization rates, and 18 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-
fense categories, Thus, the total increase in Federal expenditures will still be
relatively modest. Third, the expected buildup {s amall in re'ation to the massive
bufldup during Vietnam, which {nvolved a 38 perecnt increase over three years in
real outlays. Furthermore, many '‘great soclety’ 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 19684 tax cut. This time, we expect the rise
in defense spending to take place while domestis 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 evpect, however, I wounld favor a package
of tax reduction to stimulate the economy later this year, even though it would
increase the size of the deficit. Tax reductinons 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.

1 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 2 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 policles 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.8. 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. Pollcles 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 in
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 wouild be a personal tax
cut, accelerated depreciation on newly purchased capital goods via & 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 several 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 ratlo,
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 legisiated
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 recelving 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 governmwent 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 policles 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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TABLE 2,--COMPARISON OF POST-WAR RECESSION, PEAK-TO-TROUGH

[Percent decline)
Real New Trough
fixed passenger unem-
Real  Industrial business Pretax Housing car ployment
GNP  producers  inventory profits starts sales rate
Recession dates:

8.4 t0 1949.4_ . 1.4 1.5 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 6.0
1957.3 to 1958.1 3,2~ 11 14.7 27.1 5.4 29.8 1.4

.1 to 1961 1.2 2.5 4.5 - 18.6 28.1 22.4 1.0
1969.3 to 1970. L1 5.6 8.0 21,7 26.3 31.0 - 6.0
1973.4t0 1975.1..... 5.7 13.9 16.6 27.2 59.7 39.3 8.9

Furecast:
Forecast: 1980.2 to
X S, 3.5 5.0 9.0 18.7 5.6 - 3.0 8.3
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PERSONAL SAVING RATE
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CHANGE IN SENSITIVE PRICES
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TABLE 3.—ENERGY PRICES
) [Percent change}
Producer price Consumer price
ndex index
Deacomber 1979. .. 2, .
January 1980. . 4.; %g
February 1980. 4.5 5.1
March 1980__._. . 3.1 3.0
April 1980 .9 .9




210

PRICE OF IMPORTED OIL
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TABLE 4. —QUARTERS—PEAK TO PEAK
Recession
1948.4- 1953.2~ 19572.3- 1960.1- 1969.3~ 1973.4- 1980.2-
1949.4 1954.2 1958.1 1961.1 1970.4 1975.1 1980.4
RealGNP. .. ... 5 7 5 5 6 9 8
Real finalsales__. .. _. 2 4 4 2 2 ] 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

1981 1982

1980

1981.2 1982.3 1984 1982.1 1982.2 13823

.3 1980.4 198l.1

.2

1

1980.1
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TABLE §.—CHASE ECONOMETRICS FORECAST OF MAY 22, 1980—STANDARD FORECAST—RECESSION IN 1980—Continued
TABLE 1.2.—MAJOR ECONOMIC INDICATORS, PRICE AND MONETARY

1980.1 19802 1980.3 19804 19811 19812 19813 19814 19821 19822 19823 1982
Implicit GNP deflator__ ____________ . ________...._._... 1744 1786 1825 18.3 190.4 1950 1989 2035 208.0 2125 216.8 214.6
Consumer Price Index_.__ 237,1 2457 252.8 259.2 2652 2724 2737 2851 11 2975 3040 300.7
Wholesale price index, total.._.._ 258.7 261.6 263.3 2751 2837 23889 2945 301.2 3072.8 3146 1.0 317.7
Wholesale price index ‘i;d COMM). oo eoeomccacccnaenae 2686 272.6  277.9 284, 233.0 2983 3047 3128 319.5. 3622 3329 323.7
Money supply, no TD (M1B) 391.4 390.2 403.0 410, 417.8 424.3 S 44 49,5 4573  466.0 461.9
Money supply plus TD (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 1,8437 1,81.1
Federal fund rate 1505 '13.27 10.22 9, 9,42 9.51 .63 9.38 9.42 9.51 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 8.66
Commercial paper rate, 46 mo 14.25 1131 8.9 8.59 8.83 9.0 9.18 8.98 9,00 9.05 9,14 9, 06
Prime commercial bank rate. .- 1640 17,26 1300 1145 109 1110 11.23 1114 10.55 10.58 11.13 10.84
AA utility bond rate____ 13.55 1215 1133 11,53 11.47 11.75 11.70 11.54 1136 11.27 1110 1nu

444



TABLE 5.—CHASE ECONOMETRICS FORECAST OF MAY 22, 1980—STANDARD FORECAST—RECESSION IN 1980—Continued

TABLE 3.1.—GROSS NATIONAL PRODUCT IN CONSTANT DOLLARS

1982.1 1982.2 1982.3 1980 1981 1982

1981. 4

1980.2 1980.3 1980.4 1981.1 19812

1980.1

19813
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22, 1980—STANDARD FORECAST—RECESSION IN 1980—Continued

MAJOR ECONOMIC INDICATORS (PERCENT CHANGE, ANNUAL RATES)

'

TABLE 5.~-CHASE ECONOMETRICS FORECAST OF MAY

" 1920.4

1981.4 1982.1 1982.2 1982.3 1980 1981 1982

19823

1981.1 1981.2

1980.1 1980.2 1980.3
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TABLE 6.—FISCAL POLICY
{tn billions of doltars)

Change In Federai
spending, exclud- Changein Federal

ing unemployment receipts due to tax (3) as percent of
Calendar year benefits changes H~«2) GNP
(O] @ [©)] (L))

7. 1.4 -3.6 -0.4

14, -8.6 22,6 3

14, -7.3 2.9 1

24, -3.2 22.5 3

21, 8.0 13.6 0

3l 3.2 28,7 0

46.8 -15.3 62.1 4.1

30. 1.2 22,9 3

39.7 _ -12 40,9 1

41, 3.2 38.1 8

47, -6.6 53.9 3

69. 16.3 53.0 1

66. 28.3 3.3 3

Representative Lone. 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. CrmueriNe. 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 ad}j'ustment 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 Long. What will be the leader out of this, in your
opinion, when the recovery begins? Wrich industries will be the ones
tolead us out of it ?

Mr. CarMrriNg. Well, there are some industries. Congressman, that
are experiencing no recession impact, and have been very strong for
auite a while. Included in these are those that are closely related to oil
drilling, or to developing new energy sources.
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Second, I think some of the service sectors are holding up rea-
sonably well, and they will continue to hold up reasonably well cﬁlring
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 1.8 by mid-1981—that’s a 30-percent increase. So measured
in that way, housing will do reasonagly 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
you're pro{;aecting or contemplating—a $25 billion tax decrease. What
else might be done in that regard?

Mr. CrrMERINE. 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 longer term—is to improve productivity. One
of the most significant waysiyou increase productivity is by stimulat-
ing capital spending, because of the replacement of old equipment
with more efficient, more préductive, newer equipment.

Not only do we need incentiyes for capital formation, but the lesson
we should have learned from|the 1974-75 recession, both here and
abroad, is that a prolonged period 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, even when the -vorld economy started
recovering from the 197475 wor]dwide recession, because of enormous
excess canacity that placrued almast all countries.

I don’t think that a highly depressed economy, with lots of unem-
ployment and lots of excess capacity, is a satisfaétory 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 economy was relatively weak, with a
lot of excess capacity, at least until 1978 or 1979, .

So I think it’s essential to stjmulate consumer spending and speed
up the recovery to provide another incentive for capital spending.

Representative LoNa. Thank you. Congressman Brown. .

Representative Brown. I would yield to Congressman Rousselot.

Representative Roussergr. Mr. Chimerine, how soon should we
implement these tax cuts ¢f which you are speaking in the testimony
and the rollback of the social security tax?




217

Mr. CurmeriNE. Congressman, I think deliberations should begin in
the Congress, with some initiative from the administration, as rapidly
as possible.

Representative Rousseror. Well, before the end of the year?

Mr, CExMERINE. 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 %robably 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.

presentative Rousseror. 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 partv of
which he’s a member. So we have a little trouble getting approval.

Mr. CHMerINE. 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 widel
recognized that it will be impossible to balance the budget. I thin
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.

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 RousseLor. 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. CuimeriNE. I would make it a ‘fermanent 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 RousseLor. How much of a personal income tax re-
duction ¢

Mr. CuimerINE. Something that’s in the $16 to $18 billion range
as an absolute minimum.

Representative RousseLor. Would you reduce the tax rates?

Mr. CurmerINE. Yes, I would reduce tax rates.

Representative RousseLor. Across the board ¢

Mr. CurMerINE. 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.

Repres«;ntative Rousseror. Would you reduce the number of brack-
ets again?

Mg. CuimeriNe. 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-

ories than in others. I wouldn’t object right now to an across-the-
anrd 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 Rousseror. What percentage cut ? .
. Mr. CuiMeriNE. 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
:tr; It?tven bigger one, but as an absolute minimum that’s where I would

Representative Roussrror. Thank you, Congressman.

Representative Lona. Congressman Brown.

Reﬁresentatlve 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 situation

Mr. CurMeriNe. 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
asit isright now.

Representative BrowN. It would take the bottom out of it ¢

Mr. CaiMeriNg. Congressman, you will have to refresh my memory.
1t’sbeen & while.

Representative Brown. We proposed a $25 billjon tax cut.

Mr. CaimerINE. 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 housin
industry interest me, because you said that a great percentage o
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. CameriNE. 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-{)ercent 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 T can 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 rates?

Mr. CaiMerINE. Congressman, I agree with you, although I think
the source of inflation 1s 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 1s not avaiiable 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, ig 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 farin support programs; from the lack of an energy
policy; and from other policies which either directly or 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. A

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 Broww~. 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. CaimeriNE. 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
Pprices 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 cars is correct. Because of the recent

~behavior of used and new car prices, whatever would be gained in
terms of gasoline saving, would Ee 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 Chair.]
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