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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, AUGUST 3, 1979

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, D.C.
The committee met, pursuant to notice, at 10:05 a.m., in room 6226,

Dirksen Senate Office Building, Hon. William Proxmire (member of
the committee) presiding.

Present: Senators Proxmire and Sarbanes.
Also present: John M. Albertine, executive director; Richard F.

Kaufmnan, assistant director-general counsel; Lloyd C. Atkinson,
William R. Buechner, Paul B. Manchester, and M. Catherine Miller,
professional staff members; Mark Borchelt, administrative assistant;
and Mark R. Policinski and Peter Turza, minority professional staff
members.

OPENING STATEMENT OF SENATOR PROXMIRE, PREsIDING

Senator PROXMIRE. The committee will come to order. Commissione-
Norwood and gentlemen, we are delighted to see you. And I want to
congratulate you, Commissioner Norwood, on that splendid article
in the New York Times about you. I put it in the Congressional Record
and it was very laudatory. I hope you saw it, because it indicated what
a remarkably fine job you've done as Commissioner and how much in
debt we are to you for the way you've handled our economic statistics.

Commissioner, we seem to have two worlds now. On the one hand,
the very gloomy statistics, the administration revising their forecasts
saying they are in a recession, the new Secretary of the Treasury
saying the same, new orders are down, productivity is down, GNP
down, retail sales down, construction spending down; and yet on the
other hand the statistics you give us, which are probably the deepest
and strongest we have on employment and unemployment are
reassuring.

Here we have a situation where unemployment has not deteriorated.
It remains at about 5.7 and at about the same level it has been at for
quite a while. We are still at a record level in the proportion of the
Americans who are at work and the number of people at work, of
course, is higher than it has ever been. We had an increase of what-
450,000 in jobs last month. Now, most of that was outside the estab-
lishment sector and the establishment data indicate that there is no
change, but that no change seems to contradict everything else. So it
is a puzzling situation. Maybe you can reconcile this situation in your
answers to our questions.

(1)
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But it is perplexing and it's difficult for us, who are responsible for
tax policies and spending policies and so forth up here on the Hill. We
would like very much to have your analysis of what situation we really
do confront.

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

Ms. NORWOOD. Thank you very much, Senator. I am certainly
glad to have this opportunity to offer a few brief comments to supple-
ment our press release, "The Employment Situation: July 1979,"
issued this morning at 9 a.m.

Total employment, as measured by the household survey, rose by
450,000 between June and July. The labor force also increased and
unemployment was essentially unchanged. Following a sharp drop in
April, the employment-population ratio has now returned to its pre-
vious alltime peak recorded in March.

Recent monthly changes in nonfarm payroll employment, as meas-
ured by the establishment survey, have followed a somewhat different
path. Nonf arm payroll employment did not decline in April and
advanced only moderately in recent months. From the perspective of
the 4 months from March to July, however, nonfarm employment has
risen by about one-half million, according to both the payroll and the
household surveys. This average monthly gain has been considerably
smaller than that which occurred during the job expansion of 1978
and early 1979.

When compared with July 1978, both surveys show an over-the-year
increase of about 2.8 million in nonfarm employment. During the
1977-78 period, however, both surveys showed a considerably larger
job expansion.

The unemployment rate was 5.7 percent in July, close to the level
it has maintained since August 1978. The unemployment rate for
adult men edged up over the month while that for women declined
slightly. All of the employment growth between June and July was
among women. Jobless rates for young workers and for black workers
continued to be comparatively high. However, unemployment rates
for these groups have shown no tendency to rise in recent months,
and, in June and July, were at the lower end of the range that has
prevailed during 1978 and 1979.

Although employment has surpassed its March level, the average
workweek of production or nonsupervisory workers has remained
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below the March level. The index of aggregate hours which reflects
trends in both employment and hours in the private nonfarm economy,
was unchanged in July, but remained 0.6 point below its previous
peak recorded in March.

In the manufacturing sector there have been small but persistent
cutbacks in employment since March. About 130,000 employees have
been dropped from payrolls and the workweek has been reduced by
0.6 hour, mostly in overtime hours. Aggregate hours of factory pro-
duction workers have declined by a little more than 2 percent since
March. Much of this decline has been in the transportation equipment
industry group, primarily automobiles and trucks. Although there
was a slight rebound in July, the cumulative decline in aggregate
hours in transportation equipment has been about 6 percent since
March.

National labor market indicators have been emitting mixed signals
in recent months. Total employment from the household survey has
risen sharply in June and July, in contrast to the much smaller gains
in the payroll employment survey. It appears likely that the house-
hold survey data reflect a rebound from the temporarily depressed
April level and not a new surge of employment growth. Unemploy-
ment increased slightly in July among adult men and full-time workers,
but, so far, this has been only a 1-month development, and there
have been no new adverse trends among women, teenagers, or blacks,
or in long-duration unemployment. On the other hand, there has been
a significant decline in the employment and hours of factory produc-
tion workers since March.

In recent weeks, there has been much speculation in the press about
recession, and economists have developed forecasts of the impact of
the energy problem on the economic health of the country. In
some cases, the standard economic indicators have been difficult to
interpret.

The identification of a recession is based upon a technical definition
which involves evaluation of a wide range of data over a period of
many months. In these circumstances, I would like to provide to the
committee my view of the facts now available to us.

Because survey data fluctuate from month to month, an assessment
of the employment situation really needs to be made from the per-
spective of a longer period. Over the last few months, one of the most
vigorous employment expansions in our history has slowed down, and
some signs of weakening have developed in the economy.

The second quarter's decline in production lowered the already poor
productivity performance for the private business sector still further,
as employers adjusted their output before reducing their work forces.
Since March, employment in manufacturing has been weak, and hours
of work, one of the best leading indicators of future labor market de-
velopments, declined. Increased unemployment in the motor vehicle
industry, if continued, will reduce the demand for the output of in-
dustries which supply materials used in automobile production.
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In spite of these developments, however, the unemployment rate
has remained in the 5.6 to 5.9 percent range for most of the year, as
the phenomenal labor force growth of the last few years has slowed
considerably. Energy prices have climbed dramatically, contributing
still further to the already high rates of inflation, and real earnings
have steadily declined.

THE MEASUREMENT OF HOMEOWNERSHIP IN THE CPI

Over the last few weeks, renewed interest has been expressed in the
treatment of homeownership costs in the Consumer Price Index.
Because complex issues of both concept and measurement techniques
are involved, I believe it might be useful for me to review them briefly.

At present, as in the past, changes in the homeownership component
of the CPI reflect changes in the price of houses as well as other costs
associated with their purchase and use. The relative importance-
weight-of owned homes in the CPI reflects the purchase and mortgage
interest expenditures for only those houses bought in the base period;
expenditures and mortgage interest costs for houses purchased in
previous years are not included.

During the recently completed CPI revision program, the BLS staff
proposed the use of a flow of services concept to replace the purchase
price concept presently used. The principal argument for the change
was that the purchase of a home involves both a consumption and an
investment decision. The staff proposal was to separate the investment
aspect of the purchase of a home from the consumption aspect and to
represent only the latter in the CPI.

During the revision period, BLS experimented with two approaches
to the measurement of a flow of services concept. The first, a rental
equivalency measure, suggests that rents for houses similar to those
lived in by their owners be used to measure the cost of shelter provided
by owned homes. The second approach-development of a user cost
function-made use of actual house prices, but contained adjustments
designed to deal with the investment aspects of owning a home.

In accordance with longstanding BLS policy of full public discussion
of important and controversial measurement questions, we discussed
the homeownership issue in published articles and reviewed the issue
with our business and labor advisory groups, as well as with repre-
sentatives of other Government agencies and of academia.

Although some of those consulted believed that the concept should
be changed, few were convinced that the new concept could be
effectively measured in the CPI. Under these circumstances, the
Bureau decided not to change the treatment of home purchase in the
revised CPL We are, of course, continuing our research in this area.

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

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

U
it

Month and year

(I

1978
July -- - - - - -
August ------
September ----
October -- -
November ---
December ----

Jnad-
isted
rate

_ _

Standard X-11 method

Con-
Official current

(2) (3)

Stable Total Residual

(4) (5) (6)

Range
Extrap- Con- (cols.

olated current 2-8)

(7) (8) (9)

6.3 6.1 6.1 6.1 6.2 6.1 6.1 6.1 0.1
5.8 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
5.7 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
5.4 5.8 5.8 5.8 5.8 5.9 5.8 5.8 .1
5.5 5.8 5.8 5.8 5.7 5.8 5.8 5.8 .1
5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .2

1979

January. 6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .3
February 6.4 5.7 5.7 5.7 5.7 5.5 5.7 5.8 .3
March - - 6.1 5.7 5.7 5.8 5.7 5.6 5.7 5.7 .2
Anril - - 5.5 5.8 5.8 5.7 5.7 5.8 5.8 5.8 .1
My - - 5.2 5.8 5.8 5.8 5.8 5.9 5.8 5.7 .2
June- - 6.0 5. 6 5.7 5. 5 5. 7 5.6 5. 6 5.7 .2
July------- - 5.8 5. 7 5.7 5. 6 5. 8 5.7 5.7 5.7 .2

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

NOTES TO TABLE COLUMN NUMBERS

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

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

The current "implicit" factors for the overall unemployment rate, derived by dividing the original unemployment
rate by the seasonally adjusted rate for the months of 1978, are: January (111.1), February (112.0) March (106.7), Agri
(94.6), May (89.5), June (105.6), July (102.1) August (98.5), September (97.3), October (93.1), November (95.7) Decemner

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

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

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

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

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

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

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

The X-11 ARIMA method was developed atStatistics Canada by Estela Bee Dagum and is the official method for season-
ally adjusting the Canadian labor force series. A general description of the method is contained in "A Comparison and
Assessment of Seasonal Adjustment Methods for Employment and Unemployment Statistics," by Estela Bee Dagum
(Background Paper No. 5, U.S. National Commission on Employment and Unemployment Statistics. February 1978).

y 11 RM m.n
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523-1208 AUGUST 3, 1979

THE EMPLOYMENT SITUATION: JULY 1979

Total employnent rose in July and useuploymuest was virtually unchanged, the Bureau of Labor

Statistics of the U.S. Deportoest of Labor reported today. The Nation'u overall unenploysment

rate was 5.7 percent, little different fro= the June rate of 5.6 percent and similar to those

which have prevailed sitae August 1978.

Total enploynent--as seasured by the soothly survey of households--rosa by 450,000 to 97.2

nillion. In contrast, nonfarn payroll naploynent--as seasured by the annthly survey of

establishnentn--was about uschanged over the onuth at 88.8 million. Over the past year and also

since March, however, the two surveys have registered conparable net growth in nonagricultural

enplny.ent.

U.n.plovlen t

Both the useoploynent rate, 5.7 percent, and the nuhber of unemployed, 5.8 million, were

ubout the sane as in June, and have resaised sear these levels since last August. An increase

in the rate of joblessness for adult nen (to 4.1 percent) was about offset by a slight decrease

in the rate for adult women (to 5.5 percent). Married won and wosen who head fanilies both

experienced slight declines in their uneuploy.ent rate, while the rate for -arried nen

increaned. The jobless rate for teenagers, which had declined 1-1/2 percentage points in June

to 15.3 percent, was unchanged in July. Th. overull une-ploy.ent situation for both blachk and

whites wan about unchanged fron June. (See tables A-l and A-2.)

A..ong the uneoployad, the nunber who had lost their last Job rose by 175,000 in July, while

those s.hking their first job declined by over 90,000. The nedias duration of usemployne.t

edged op above 6 weeks, as increases were registered in the number of persons unenplnyed betwano

5 and 14 weeks. (See tables A-4 and A-5.)

Total FEplnyent and the Labor Forno

Total noploynent in July advanced by 450,000 to 97.2 million. This increase, coupled with

gains in May and Jone, raised the numher of employed persons 370,000 above the March level. The

crpluynrvt-populatin ratio returned to its February-March record level of 59.4 percent.
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The entire Joly increase in employment took plane among adolt women, as both white and black

women posted strong gains. AdMlt males of both races had about the -ame employment levels as

they had in June; teenage employment was also about onchanged.

The civilian labor force grew by 530,000 over the month to 103.1 million, 2.4 million above

ito year-earlier level. Host of this labor force growth occorred before March. At 63.8

percent, the civilian labor force participotion rate was a half point above a year earlier.

AdMlt nomes accounted for most of the over-the-year increase in labor force participation; their

participation rate in July was a record 50.7 percent. (See table A-I.)

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

I Quarterly averages I Monthly data

Selected Categories l l l

1978 I 1979 1979

1 II f III I IV I I | II I MacI June I July
HOUSEHOLD DATA I

I Thousands of perso.s
Civilian labor frce .......... 1100.1271100,7531101,5241102,47511,2 102,21471102,5281103,059

Total noplnyneot ......... 1 94,0991 94,7261 95.6161 96,5961 96,4151 96,3181 96,7541 97,210
Unenplyno.t .1 6,0281 6,0271 5,9081 5,8781 5,8801 5,9291 5,7741 5,848

Not in labor force. 1 58,4781 58,4821 58,3981 58,0951 58,8861 58,9351 58,8651 58,545
Discooraged worker. 1 8511 8531 7601 7241 8261 N.A.l N.A.I N.A.

I Percent of labor force
Une.ploy.est ratos: i I I I I I I I

All workoro ................ 1 6.01 6.01 5.81 5.71 5.71 5.81 5.61 5.7
Adolt no.. ................ 1 4.21 4.11 4.01 4.01 3.91 391 3191 4.1
Adult women. ................ 1 6.11 6.11 5.81 5.71 5.71 5.81 5.81 5.5
Teenagers ................ 1 16.11 16.11 16.31 15.81 16.21 16.81 15.31 15.3
Whit ................ 1 5.21 5.21 5.11 5.01 4.91 5s01 4.91 4.9
Black and other . ............... 1 12-11 11.71 11.51 11.41 11.61 11.61 11.31 10.8
FPll-tine w ke r ................ 1 5.51 5.51 5.21 5.21 5.21 5.21 5.11 5.3

ESTABLISHMENT DATA I
I Thoosands of lobs

Nonfart payroll noploynent ........ 1 85,6771 86,1151 86,9631 
8

7,
8 6 8

1
8 8

,
4
9

9
pI 88,539188,709pl88,75

3
p

Gondo-producing induntriev.....1 25.3761 25,4781 25,8571 26,241126,408pl 26,423126,45lpl26,445p
Service-producing industries.... 6083021 60,6371 61.1061 

6
1.62

8
1

6
2.090pl 6

2
,11

6
1

6 2
,

2
58pl

6 2
,

3
0

8
p

Hones of work
Average woekly honrs: II I I I

Total private nonfr ............ 36.01 35.81 35.91 35.81 35.
6

p1 35-71 35
7

p1 35.
7
p

M.anofactrig.................I1 40.61 40.41 40.61 40.71 39.
8

p1 40.21 40.1pl 40.
2
p

Manofacturing overtie ........... 3.61 3.51 3.71 3.81 
3
.

2
p| 3.41 3-3p| S.3p

p-preli.iniry N.A.-uut available
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Irdustry Payroll Employnest

Nonfarn payroll employment was essentially unchanged in July at 88.8 million, following

moderate growth over the prior 3 months; this was in marked contrast to the sharp job increases

which occurred in the 6-month period around the turn of the year. In July, job gains took place

in 51 percent of the 172 industries comprising the BLS diffusion indem of nonfarm payroll

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

Employment in the goods-producing sector was unchanged from June, as gains in mining and

construction (including nearly 10,000 returning strikers) were offset by a reduction in

manufacturing. The largest manufacturing declines occurred in nondurable goods, with

reductions of 35,000 in food processing and 20,000 in leather. Within the durable goods

industries, decreases of 15,000 each took place in the fabricated metal and miscellaneous

manufacturing industries, and there was a 10,000 cutback in primary metals. Total factory

employment has dropped by about 130,000 since March.

Employment in the service-producing sector was little changed over the month. Small job

gains were evident in the services industry and in finance, insurance, and real estate, while

the other service-producing industries remained at about June levels.

louts

The average workweek of production or nonsupervisory workers on private nonagricultural

.a- rolls was 35.7 hours in July. unchanged from both June and May. Manufacturing hours edged up

a tenth of an hour over the month, a return to the May level. Factory overtime, at 3.3 hours,

was unchanged fron June. All three of these indicators were still below March levels. (See

table B-2.)

Reflecting the leveling in both employment and weekly hours over the month, the index of

aggregate weekly hours was unchanged in July. The inden was up 2.9 percent from July 1978,

r.eulting entirely from the strong over-the-year employment growth. (See table B-5.)

--"., -d -eekly Earnings

Average hourly earnings of production or nonsupervisory workers on private nonagricultural

oayrolls rose 0.7 percent in July and were 8.1 percent above the July 1978 level (seasonally
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adjusted). Average weekly earnings also rose 0.7 percent in July and were up 7.5 percent over

the year.

Before adjustnent for seasonality, average hourly earnings rose 4 cents in July to $6.15, 46

cents above July 1978; average weekly earnings were $221.40 in July, $1.44 above June and $14.85

above July 1978. (See table B-3.)

The Hourly Sarniocs Index

The Hourly Earnings Index--earnings adjusted for overtine in Manufacturing, seasonality, and

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

230.3 (1967-100) in July, 0.7 percent higher than in June. The index was 7.6 percent above July

a year ago. During the 12-nonth period ended in June, the Hourly Earnings Index in dollars of

constant purchasing power declined 3.0 percent. (See table B-4.)
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Explanatory Note

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

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

Comparability of household and payroll
employment statistics

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

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

Unemployment

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

job during the survey week: (2) have made specific
efforts to find employ ment sometime diiring the prior 4
weeks; and (3) be presently available for I.. In
addition, persons on layoff and those wailing to login a
new job (within 30 da ys), neither of i'hom mnst meet
the jobseeking requirements, are also classified as
unemployed. The anemplosed total iniliudes all perSons
who satisfactorily meet the above criteria. regardless
of their eligibility for unemployment iusiiranee benefits
or any kind of public assistance. The unemployment rate
represents the unemployed as a proportion of the
civilian labor force (the employed and unemployed
combined).

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

Seasonal adjustment

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

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

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

Sampling variability

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

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

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

One measure of the reliability of the en ployment
estimates for individual industries is the root-meun-
square error (RMSE). The RNSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is
small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by less than the RNISE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
81,800. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables K through P in the "Explanatory
Notes" of Employment and Earning:.
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Table A-9. Employme.nt stt. ofi mald VIatn.m-an ve.,.. s*d no.n.tarn. by age, not s"sonaly adjusted

July July July July July July 2.19 July l JT

.w "7"s '9,9 ,,,,7 3197 17 9 7 7 7 r9
. .. . . ......................... 9 93- 8,51 7,87. 8,163 1,530 7,8-9 3- ]re .

2w .. ......................... 5I, s e 97 so, 621 .s: 6 t s s9 .1 1

7sa729 ........................ 233 ,9s 2"7 ,6 ,s7 a711 z: 56 1.2.33? 1.945 6~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~.. 5.1
339..............6. 1 39 3 613 3 283 3.509 3, 97 3.399 86 106 3.0

... ......... I 13s 1.592 1538 2.9 2
. . . . ........ .............. 717 353 602 731 s- 716 a 1s 3.0 2. 1

t ..2s...... 3. 728 19,609 13, *32 11.924 12.662 77,-06 so 517 3., 3.7
2s07.lg........................ 6,116 6683 5.97 6.363 5.612 6,098 236 262 I. 4.1

:3. 9 .1 89 3. .00 3.692 I .5s 9 18 1 3. 3.6
7 S . ..................... 3, 623 3. 739 3. 7. 3.56 3.378 3 .53 96 I II 2.8 3. '

0, 7.. r91 -.o 0,,., |.5h r93.1 Au. 5 t93 41i 3975 1913S.-.4. d r. vs7 ..7. . P~. =s
13194.1 r_ 19* *l 5~ 9 , r. M.3 1,4. ron4*a1037. l9 40 r, .4.9. 191 Of01~7 ,17 r4.43,7 7 3.75 .1 619..



18

HOUSEHOLD DATA HOUSEHOLD DATA
Tar.b A-i0. E~lv~tfog f9onnoiuio9pplto o t a apo tt

JulyI - 17 a, I .. r Jul
3
I I ," I Juy tar. ; -I806. ; 1 '17 1 Jo7 1 1 tg

0,u.,,uuu, 4.,, 14.743 ~~~~~~~ ~~~~~~30.97 38197 1 069 8I I0.7 10,755 I I9 3093 1,9,9
6,0,9,3 9.404 10.239~~~~~~~~~~I .9035 9,91 I409 1297 I 009 9,11 0

974 69 o 632 I99 699 69 52 .29
.1. 0~~ ~ ~~~ ~ ~~~.1 5., 6. 2 7.6 6.5I 6.9I 6.2 6.0a 5.9

6,9131 6,106 9.73 9.5II93 1 6,95 6.671 6. 649 6, 706 6 ,723
0,9.., .9. 3..,. ~~~~~~~~3,77 3903 3.9 .93 3223 323 323 323 323

6.4.9,4 ~~~~~~ ~~~~~3,530 3,669 3, 631 7 2 9~23I 2 323 323 2
4.9.339~~~~~~~~~,3 ~~~2591 234 256 323 323 32 23 32 323
19,99,39~~~~~9.,..', 3.4~~~ 6a 6. 323 323 9123 2 2 2

6., ~~~~~~~~ ~~~~ 4,~~a2 12 4 .274 1 I,8 I9, ol 929 4,26 0II .271 4,270I 6,209

9.,9.,49,.f..,. ~~~~~~~~5,44 5,,19 5,8 .2 5273 5 299 5 235 1 4.329 5.7
E- 0~~~~~~,56 5,496 5,u02 4.945 I 9,973 3.962 9.999 5,53 5.II1
t4,.09~~~~~~~~~~.4 ~~~344 323 270 393 II 300 I4 291I 276 245

6.9 6I.0 5.1 5. 9 5.7 5.3 9.9 5. 2 9.6I

C,,9..,,,u,,u~~u.,., 99,4499 4.329: 9,l1:372 4,377 9.329 9,363 9.I 
3
.o5 1 4,39 4.373 I, 377

5. I~~~~~~9~~99,,49~~~~ 2,927 2,947 2-,99 323 2 2 (2 3 2 323 923
4.4 2,743 ~~~~~~~ ~~~~~ 2,797 2.402 2,0I77 2. 759 2,793 2,724 2.76I 2,730

6 4 .1 5.0 323 323 92) 23 923 323

3,0.,.9 3,929 9,~~~~~~~~~~ ~~~066 4,965 923 323 923 32 23 (123
304 337 339 292 25293 365 337 243 42

L9..,0999.99,.,. ~~~~ ~~~~73 7.2 7.7 323 323 923 323 (23 2

5.9.., .999999399909199399999& ~~5,9.56 5,:5 1,2 5,5117 5,,59 5. 497 5,5u 5,506 5,1: ' .1 ,97

6,6,,3619 999. ~~~~~~ ~~~3,77 3,56 3,10 2,, 3.9$29 3,97 3,942 3,595 3,539
3,2.92 3,334 ~~~~3,323 I II95 2,24 3271 3, 215 3.349 3,266

v.9.9099.7 ~~~~ ~~~~ ~~~275 257 247 253 275 246 267 299I 263
6.9999499,9,49,9. ~~~~ ~~~~7.9 7. 1 7,9 7.9I 6.75 5.9 2.7 6. 7.5

S.'~~9~~~999o~9.' 99949499 1~~3,2 "', 13,2~l54 13,2981 3,254 133,202 9 3,29 7 17, 299 1 3294 13,298

59.999499.3.9. ~~~~~~ ~~~7,98 0.6 5 821 777 0.0122 7.936 7,096 7, 931 9,:001
19,9,9, 7.~~~ ~~~~~~~ ~~377 7,990 7, 604 7, 173 7.935 7,290 7.394 7,3.. 7,900
49999499.9 ~~~~ ~~~~ ~~~6I17 559 6311 612 907 55 502 563 993
34~~~99099999999, ~~~~~~~7.6 6I.9 7.3I 7.7 7. 3 7.0 6. 7. 1 7.5

39709499' 7,0~~~1. 73 7.9I3 7,949 7,4873 7,929 7I3 ,3 .4 7",9

99,3.49,9 ~~~~~~ ~~~~4.775 47673 9.76 9,6357 4,0 11 9.746 4, 740 I,706 9,654
4.49499,4 ~~~~ ~~~~ ~~~~267 299 331 275 5 280 295 2798 345
95,9,499.9,9,.4 5~~ ~ ~~~~~.3 5.0a 6,6 5 .6 5y40 5.6 5. 7 5,6 6.9

8,096 0,907 a ,913 9.09 0bI.991 8.696 0.902 1 9.97 0.13 l
5.49,39199999. 5,397~~~~~~~II 5,393 5,398 5. 265 5. 295 9.299 5274 5I299 5,31
39,499,7 6~~~~ ~~~~~, 98 9,5 ,58 9"9 "I ,600 4, 932 9.899 9.930 9,900 I,0
13929,499.4 ~~~~ ~~~~ ~~~389 399 340 385 363 330 398 349 336I
49039999,9999.4 ~~~~ ~~~~~7. 3 7.7 6. 3 7. 3 6, 9 6,3I 6.6 6. 6 6.3

5.,9.4999,9,44~~~~ 994999949,9. 9.199 9,397 9,43~6: 16 9.3194 9.367 9,393 8,390 9, 399 99III
6,09 6,I1223 6237 5,9817 6196" 6139 6.081 6.100I 6,193

3,499,4 5,~~~~~~~~~~ ~~779 5,923 5',990 5.693I 5,904 5,895 5.79 5.836 5,907
9490949~~~~~~~~39 21~~~~7 3 09 297 296 238 233 293 26 26
9.4090,9.99,.9. 5.~ ~ ~~~~ ~~~~2 9.0 9.7 6. 9 3. 9 9. 6 9.7 9.8 8.5

* II -- Io....- .889 19 -99 t.99, - -o I l.aao - - o- - ..,4 - o. . - - -



19

ESTABUSHMENT DATA ESTABLISHMENT DATA

T* b E .1. i_ pin 6on no.5gricuftal pro lls by Induaty

_ ,tr i 46 ,: |3 ~ tt 1 : | 
II 

" I U . I IE JULY p

NT~~~~~~~A 97j W 9 3979.... ,97 4. 3.7. 3.t §z w's*} ................. sa1"57W 3979l"

TOTAL ................. . 93.43 A6,777 69,69 A,5 P6,633 66,363 P, a6 P.53 As P.

soaillpo . ................... all?: J13: 
Rlt.|1Ta- ls~ *RIaJstd *Z1t

MINING ..... 96 9W 6 33 93 93 3

rO M Ac M c N ............................. * 1 44*

A_ AA,676 A* A^,93 35,,,.. ., 79..3..69 I s, PA 3,6 35. APP IA,9AP 3AW92v

UrAI *M................. I t-Iit 12-41- 18-711 la,%7- la-138 'a,* :::*S -6*^ SR*}[.}

_. _ ............. ...... A.......9 6,9 9,0ss .,I s.6 4 9 9 ,o WW I

L,6P3 ..3~~~~~~~~ 7~69.3 763.6 763.6 777,7 7A3 766 736 76 5

,___6 ... 763.33................ ,, , 766 7 3 6 7 3 75 7

..... .636.5 3,763.7 3.7036 .66, 3,66 3:1,13 .3 .3 ,6 .9~~~~t ~~~~~.............. a 3 t, ^,4l 4 b | s l &

6,937.3 P.663.3 2.630.6 3 . .339 3,367 3.336 3,33 P.05 P.33

.,6W _ . .......... 9 69..3 ... 4.6 APP 3 .3..

h__*_~~~~~~5,3 9. *l ,679 3,96 5,659 3,675 5.557 ,969 5,967 5,933 5,96

T~NOWDUR 
6.6 .9IL 66I 5, 7S 3 7,3 75,3 76 76 72

__.6.6 693, 963.3 930.9 6 939 93............ 3 9 93l.. 
1 

6T9

f _d.... . . ~twfIlo ,t- " . 1 , , t ...... ............. ........ .21. SI lac Io,ao I. l I.;,,: I.;.:l oX0, 1111

6.097 6 3,333.9 3,3357 3,33P.9 3,393 3.396 3.333 0,366 3.339 3.666~_,,,__ 633,..................... 1 "7 333.3 a37. ali,3 it? 3 3 3

L r ........... ......... 1~ 4#, I E., t- , S} a.. ... Z0 ab t

$11MV3CI.ffOOMP l................ 63.33 6,63 63,733 63,33 66,533 3,653 .3,697 63,336 3.3561 63,336

TRAIIIIORTATIOld AND 9533.30
TU U6,5 93 6 ,3 , 7 5,3 .73................................ ,s 02 11 .It , S

RLIULL AN RnTA3L T40t ............ 3 l,669 39,970 30,0sW 39,531 39,MW6 jl,9 3.,59 39,665 9,99 39,953

WHOLEALEL TRAD .... .................. 6,@j0 9,036 ,3123 3.16 S 6901 33 ,3 5.306 9,363 5.I97 5,3WA

RETAITR ...... 36,59 36,939 3.933 366....................... 36,,9 3 7 3 ,431 I. , 36,6

PIP&AN6CS. INBURANCL AND REAL USATE . 6,766 .,673 4,933 6,963 .6,63 .6,69 6.69I W,667 P.669 .,53.

1RVtCU ............. 3.3 3675 3,7 35................6..... 36.113 16. 5,949 36.s3s 36.57s 36,62 6,6684 36.,73

3NMENT 3 ............................... 1 89 3 s,3.7 3s5.336 3I,557 3.5037 3S.57 35,*611 S.637 35,..?

"CltAl .3.635 0,773 3,66 3.653 3,765 3.75 3.56 3,77 3,793 ,
*TAT1 A366.66*3.33..33,365 33,936 3.3,3 33 a793S 33,53 33,639 33 ,A,3 ,63,65



20

ESTABLISHMENT DATA

T1b.3 8-2. Aoerage w-okiy hours of production or nonwp-r6iVory work-r. 04 pivNte
onogrmiculturol pyroll. by indusoty
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Table B-4 HourIy eamsigs i.dex for prdoctios or nonbupprvisory workers on p-ate
nonagricoltrl payrolls by indostry diision. sewooally adiuxt d

ESTABLISHMENT DATA
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Chart 1. Civilian labor force and employment
(Seasonally adjusted)

Chart 2. Unemployment rote--all civilian workers
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Senator PROXMIRE. Thank you very much. I'm going to ask the
staff to time my questions so I don't go over 10 minutes.

Madam Commissioner, in past hearings, you've indicated, as I
understand it, that the establishment survey seems more accurate
than the household survey in portraying changes in the economy. I'm
not sure that I understand that, because the household survey is so
enormously comprehensive, it is probably the most comprehensive
survey we have. The number of households surveyed is such a very
large number compared with the usual polls, it would seem to me to
be very accurate, but somehow it doesn't portray the changes as well,
in your judgment.

What picture of the employment situation do you get if you just
look, then, at the establishment survey, which, as I understand it, is
the questioning of the employers as to how many people they've hired,
layed off, and so forth, and how many people they employ.

MS. Nouwoon. The establishment survey, as you correctly suggest,
is a survey of employees on establishment payrolls. It is based upon
the payroll records. And the establishment survey shows a clear
slowdown in employment growth. Over a period of months, however,
from March, for example, until July, both the household survey and
the establishment survey showed a slowdown in the very vigorous
employment growth we have had. There was some slight increase,
500,000 increase in employment over a period of 4 months, a very
much slower increase than we have had in recent years.

Senator PROXMIRE. Now, a 500,000 increase over 4 months would
be a 1.5 million increase over a year, which is an increase that should
accommodate to normal growth in the work force; should it not?

Ms. NORWOOD. Well, I'm not sure what a normal growth in the
work force is.

Senator PROXMIRE. The growth in population has been something
like that; hasn't it? That would be 1V percent with a 100 million
work force?

Ms. NORWOOD. Mr. Stein suggests that the labor force increase
would be somewhat more.

Mr. STEIN. I think, Senator, that if we had only a 1.5 million
growth over the course of a year, it probably wouldn't be enough to
accommodate the labor force growth that we might expect at this
period.

Senator PROXMIRE. It probably wouldn't be. It is fairly close, but
there would be at least a creep-up in unemployment?

Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. On the other hand, it may be we've had such a

tremendous increase in the work force over the past few years that
there might be a tendency for the work force to just naturally not
grow quite as rapidly; isn't that right?

Mr. STEIN. That is possible.
Senator PROXMIRE. Now, there were increases in the unemployment

rate for adult men, married men, and full-time workers. How signifi-
cant would you term those increases?

Ms. NORWOOD. They are statistically significant, but they represent
a fairly small change. These increases, however, were 1-month move-
ments and were not the continuation of a trend, We did have, also,
an increase in the unemployment of workers in manufacturing in-
dustries.
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Senator PROXMIRE. The unemployment rate for blacks dropped
from 11.3 to 10.8 percent. When was the last time the unemployment
rate for blacks was that low?

Ms. NORWOOD. We can supply that for the record. I don't have it
offhand.

Senator PROXMIRE. Off the top of your head, was it several years
ago?

Mr. STEIN. Yes; it was in 1974.
Senator PROXMIRE. There is a rollcall, and Senator Sarbanes is

going to vote and come back. And then I will probably have to leave
before he gets back, but he will chair the hearings until I return.

And that occurred although the unemployment rate for black men
actually increased but the unemployment rate for women and teen-
agers dropped very sharply. Do you think job programs have had
any effect on that?

Ms. NORWOOD. I hope so.
Senator PROXMIRE. Well, we all hope so, but do you have any

statistical analysis that would indicate that they have been sufficient
to have an effect?

Ms. NORWOOD. Well, our data do not relate the employment situa-
tion to those job programs, but the Department of Labor has evalua-
tions of their programs that show that they have created a number
of jobs-I don't know exactly how many.

Senator PROXMIRE. Let me ask you a question about inflation. As
I understand it, the Producer Price Index does not come out until
next week.

Ms. NORWOOD. That's right.
Senator PROXMIRE. But the spot prices for raw industrials has fallen

a little bit although prices for foodstuffs continue to go up. How
closely do spot prices correspond to the crude materials component in
producers' prices?

Ms. NORWOOD. To the crude materials, were you saying? It would
be closer to the crude materials than to the finished goods component.

Senator PROXMIRE. Is this a sign that food price increases will be
moderate?

Ms. NORWOOD. That is rather hard to determine. I don't think the
Spot Price Index is sufficient to make a complete judgment about that.

Senator PROXMIRE. Any indication, or can there be any indication,
on the basis of recent statistics of what's going to happen to energy
prices? They played such a big part in inflation and they have been so
serious in the first 4 or 5 months of this year. They've gone up so
rapidly, at an annual rate of over 50 percent.

Is there any indication that is beginning to ease up or ease off, or
slacken?

Ms. NORWOOD. No.
Senator PROXMIRE. Is this just unpredictable, based upon develop-

ments that are beyond statistical indicators?
Ms. NORWOOD. The statistical indicators only measure what is

happening. The policy that the President and the Congress together
develop for the pricing of energy will be what determines what happens
to the prices of energy in the future.

Senator PROXMIRE. Now, yesterday an administration forecast had
a much deeper recession in 1979, a weaker recovery in 1980 than earlier
forecasters. For example, the unemployment rate was predicted to be
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8.2 percent instead of the 6.9 percent, by the fall of 1980. The bottom
of the 1973-75 recession, the unemployment rate reached over 9 per-
cent, 9.1.

Excluding that recession, what comparable drop in economic activ-
ity have we had with an unemployment rate over 8 percent? Can you
give us an estimate?

Ms. NORWOOD. If we take as the trough the period that the National
Bureau officially identified as the trough, the highest was in 1975,
which was 8% percent. Now, the series themselves troughed at a
somewhat higher rate, that was but only in that one recession.

Senator PROXMIRE. That was only in the 1973-75 recession?
Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. So we have not had that experience?
Ms. NORWOOD. No, sir, we have not.
Senator PROXMIRE. Now, the administration's new forecast also

calls for an inflation rate in 1979 of 11.8 percent instead of the pre-
viously published 10.6. What is the rate of price increase in the
Consumer Price Index so far this year? Is it 13.4?

Ms. NORWOOD. For the first 6 months of this year, the CPI in-
creased at an annual rate of 13.2 percent.

Senator PROXMIRE. So that even though you have adjusted it, you
still may be being optimistic assuming it may be as low as 11.8 per-
cent, which is a pretty shocking figure. How much would the Index
need to climb to reach both the new and the previous forecast for
inflation? Can you give us any calculation?

Ms. NORWOOD. We can provide you with that for the record.' That
is a calculation we can easily make.

Senator PROXMIRE. I know you do not engage in forecasting or
making policy recommendations, but on the basis of current data,
which forecast would be the most reasonable, or what would you say
would be a reasonable forecast for inflation in the present year?

Ms. NORWOOD. That's really very hard to answer, because, as you
know, unemployment is really one of the late movers in a recession.

Senator PROXMIRE. I am asking now about the inflation
expectations.

Ms. NORWOOD. That depends too, oficourse, on a number of things,
but, in particular, on what happens to energy prices and what will
happen to food. There is some indication that there may be some
problems arising with grain which could have an effect on food prices.

Senator PROXMIRE. But you cannot give us any feel for whether
about a 12-percent rate inflation for the year or a 10Y2 percent is more
reasonable?

Ms. NORWOOD. No, sir.
Senator PROXMIRE. Can you list for us an array of other economic

factors beyond the employment situation that would indicate the
recession will be a severe one?

Ms. NORWOOD. No, I cannot. I think that at this stage, really,
what we know is that there are some indicators such as manufacturing
hours, factory accession rates, layoff rates-which are indicating
weakness.

Senator PROXMIRE. Why isn't that reflected in the unemployment
figures? Here we have an unemployment figure which, as you point
out, is 5.7 percent. We have had a big growth in overall jobs. It is

I For the Information referred to, see Mr. Layng's response on p. .88.
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beyond me to understand why this generally gloomy element that
you refer to here, layoffs and so forth, big layoffs in the automobile
industry, isn't reflected. Why not?

MS. NORwoon. Well, you will recall, Senator Proximre, that in the
last difficult period, in the last recession period, employment growth
continued for quite a long time.

Senator rOXMIRE. Is this fairly typical, the lag involved here?
Does employment stay up, and unemployment stay down as we move
this far along toward the indications of recession from other figures?

Ms. NORWOOD. Well, unemployment always is very late in moving.
It does tend to lag. Employment usually does not.

Senator PROXMIRE. I am going to have to run. I will be back in a
very few minutes, and Senator Sarbanes will be chairing until I return.

Senator SARBANES [presiding]. Commissioner, I think we can resume.
The Senator will be coming back shortly. I hope you will excuse me
if I should repeat a question which he has previously asked, but I
think this system of going to vote is probably the best way to do it.

I would like to pursue the point of whether the other economic
indicators which people are pointing to, which have led, for instance,
to the new internal Carter administration forecast with respect to
what's going to happen to the economy. These revised projections
which were described in yesterday's paper in a rather lengthy article,
pessimistically predicting a much deeper downturn, anticipate the
unemployment rate will go to 8.2 percent by the end of 1980.

Is there some anomaly between the figures you keep bringing us on
the unemployment rate and these other figures that people keep
pointing to to show that the economy is slowing down and is in
difficulty?

Chairman Miller says we are already in a recession.
Ms. NORWOOD. A lot of people have said we are already in a reces-

sion. I think that soon-to-be-Chairman Volcker has said that there is a
fluttering occurring. As an economist, I must admit that forecasting is
probably one of the most difficult things that economists do, and there
is room for a lot of disagreement about it. It is hard to look at what
might be the particular depth of a recession, and many of the fore-
casters are in considerable disagreement. Some are predicting rather
a mild recession, and others are predicting a much deeper recession.

What I am trying to say is that when one looks at the labor force
data, the labor market data, in total, one has to recognize that some of
the indicators that tend to lead during a period of downturn are
weakening, and those are, in particular, manufacturing hours, manu-
facturing employment, layoff rates, factory accession rates. Those
clearly are weakening, and they are signs, clear signs, of difficulty.

The unemployment rates tend to be very late movers, and the
timing of a decline in employment itself is hard to predict. In the last
recession, employment remained high for a considerable period of
time. There are a lot of unusual factors that are present now that have
not been present in the past, and they are hard to interpret.

There is a lot of focus on energy, for example. There is a lot of
interest in the whole question of the labor force changes, whether
people will continue to come into the labor force, whether the dual-
earner family, which is now very much more with us than it has been
in past recessions, will have an effect.

Senator SARBANES. Well, I note that this internal administration
forecast apparently is now predicting that the unemployment rate
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will go to 8.2 percent by the end of 1980. Now, this morning you have
brought us a 5.7-percent figure.

When was the last time that the unemployment rate increased at
that pace over that period of time? In other words, we are talking
about a year and a half, about 18 months, and the administration is
talking about unemployment going from 5.6 percent or 5.7 percent to
8.2 percent.

Ms. NORWOOD. In 1974, in August, the unemployment rate was
5.4 percent. By May, the following May, May 1975, it had risen to 9.1
percent. So, that is 9 months.

Senator SARBANES. So, in 9 months, from August 1974 to May 1975,
it went from 5.4 percent to 9.1 percent?

Ms. NORWOOD. That's right.
Senator SARBANES. Now, apparently, the administration in its last

official forecast published July 12, predicted that the unemployment
rate would go to 6.9 percent by the end of 1980. Now, approximately
3 weeks later, they predict instead of going to 6.9 percent it's going
to go to 8.2 percent.

What economic figures are there that would warrant that very
substantial increase in the projected unemployment?

Ms. NORWOOD. Senator, I don't know how the group arrived at the
estimates. I have read about them in the newspapers, as I am sure you
have. However, I think it is certainly obvious that the changed energy
situation was probably not factored into the previous estimates to
the extent that they probably have factored them into the estimates
now.

In addition, available information for the month of June shows a
drop in industrial production, a drop in factory orders, a drop in retail
sales, as well as a quarter-at least a preliminary figure-for the gross
national product of a fairly sizable negative change.

And I would suppose that the working group, looking at the fore-
cast, would have factored in all of those changes.

Senator SARBANES. Would you quickly go through the movement
in the unemployment figures over that 1974-75 period that took it
from 5.4 to 9.1 in 9 months?

Ms. NORWOOD. Starting with August 1974, it was 5.4, and then
going from that, 5.9, 5.9, 6.6, 7.1, 8.0, 8.1, 8.5, 8.8, 9.1.

Senator SARBANES. Do you regard that as an extraordinary in-
crease in the unemployment rate over a short period of time, or as
sort of a normal pattern as we move into a recessionary period? What
lessons do we draw?

I must say to you that I was not fully aware of that. My anxiety
and concern are greatly deepened by the fact that in the 9-month
period the unemployment rate jumped at such a significant pace.

Ms. NORWOOD. I think that was an extraordinary development.
The 1973-75 recession, as you know, was really a very serious one,
more serious than some of the previous ones in the 1960's and 1950's.

Senator SARBANES. Well, really, the most serious we've had since
the 1930's.

Ms. NORWOOD. That's right. That is certainly so.
Senator SARBANES. Well, are there any factors now present, as you

see the structure of the labor market and the figures, that would lead
you to think that either we are susceptible to a similar rapid increase
in the unemployment rate or, to the contrary, that there are factors
present that would mitigate against that, that we wouldn't get such
a fast escalation in unemployment?

57-254 0 - 80 - 3
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Ms. NORWOOD. There are a number of factors.
Senator SARBANES. These figures for 1974-75 show that in 9 months

we went from a situation, at least on the unemployment side, of being
relatively sanguine about how the economy was functioning, to
having the worst recession on our hands since the 1930's.

Ms. NORWOOD. There are a number of factors thatwere some what
different in the 1973-75 recession, and that may even be different now
from that period. We have a very high rate of inflation. Inflationary
expectations are rather difficult to evaluate.

If you look at the housing market now, for example, one would have
expected that with such high rates of mortgage interest, housing starts
would have been reduced long ago. But inflationary expectations have
had an important effect there.

It is difficult to know exactly how consumers will react to the rates of
inflation or to the energy issue. In 1973 we had-or the beginning of
1974-we had problems with energy when OPEC started the big
price increases. Consumers did not seem to react quite in the way they
are reacting now in terms of purchases of large cars. They are moving
clearly to the purchases of small cars; they did a little of that before
but not to this extent. Whether that is going to continue is something
that one can only speculate about. But if it does, it will have an impor-
tant effect on the automobile industry. In the 1973-75 recession, the
automobile industry was a very important element.

So, that is another factor. There are a large number of very impor-
tant industries in manufacturing which are suppliers to the automo-
bile industry and whose employment or unemployment would be very
much affected by what happens.

In addition, of course, we have had in the last decade rather phe-
nomenal labor force growth, and we have had, in particular, a large
number of women entering the labor force. We therefore have a lot
more two-earner households. How that would affect reactions of peo-
ple is difficult to determine, but I think that is a factor that we have to
take into account.

Senator SARBANES. All those factors in a sense only heighten my
concern. The inflation is more serious now than it was then. I think
the consumer debt situation, as I recall, is more serious now than it
was then.

Well, my time is up. I will come back in the next round.
Senator PROXMIRE [presiding]. I want to follow up on what Senator

Sarbanes said.
Incidentally, I wanted to present Senator Sarbanes, who is a new

member on the committee. He is very valuable, as you all know. He is
a Rhodes scholar, a brilliant student at Princeton, a very fine law
career, and a very fine career in the House, but more pertinently for
this committee, he served on the Council of Economic Advisers as an
economist, and he obviously is a professional and an expert in this
area. So he is a great addition.

Senator SARBANES. I am glad I asked my questions before I was
disqualified from asking them by that introduction. [Laughter.]

Senator PROXMIRE. Let me ask you what effect a series of prospec-
tive developments might have on unemployment, whether it be sig-
nificant or not, and the direction.

First, supposing Chrysler should have to go through bankruptcy.
What effect might that have? Can you give us any idea? Some people
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argue if they did, the other firms would simply pick up the demand
through producing more Fords and General Motors cars and so forth.

Ms. NORWOOD. Well, certainly, whatever were to happen, there
would be an initial important large layoff of people. I really don't
know what the capacity of other companies would be to pick it up.
But there is an important work force employed by the Chrysler Corp.,
and there are, as indicated before, a large number of important
industries

Senator PROXMIRE. What would this be-150,000? Can you give us
any notion?

Ms. NORWOOD. I don't know. We could try to check.
Senator PROXMIRE. Would you do that?
Ms. NORWOOD. Sure.
[The following information was subsequently supplied for the

record:]
This information cannot be supplied by BLS because of confidentiality restric-

tions relating to the provision of data for individual firms.

Senator PROXMIRE. How about a UAW strike. We've had experience
with that. We had a strike, what, 3 years ago?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Can you give us, on the basis of that experience,

how serious that might be?
Ms. NORWOOD. I don't have the specific figures, but I can give you

a list of the industries that might be affected, which is quite large.
Metal stampings, iron and steel foundries, blast furnace, basic steel,
wholesale trade, automobile repair, handtools, fabricated metal prod-
ucts, tires and tubes, machine shop products, engines, turbines, and
generators.

It becomes widespread. Those are the industries which tend to
supply the automobile industry. I am not suggesting that there would
be immediate reaction. If there were a strike, it would depend upon
the length of the strike, obviously.

Senator PROXMIRE. How about the Soviet grain situation? I under-
stand we may sell 8 million tons of wheat to the Soviet Union. They've
had a very bad year that could have various effects, of course, upon
food prices in this country. Can you give us some idea of what the
dimensions of that might be?

Ms. NORWOOD. No; I can't. I really don't know much more than
what I have read in the newspaper. The Agriculture Department has
been saying that, and I have not seen any real estimates.

Senator PROXMIRE. Let me ask just two others, along that line.
No. 1: Suppose we have another sharp OPEC price increase, for what-
ever reason it may be-because of a disruption in Saudi Arabia or
some other country, for whatever reason-can you give us some notion
of the effect that would have on employment and unemployment?

Ms. NORWOOD. I think that would depend, to a large extent, on
how consumers and producers reacted to the increased costs. There
has been a lot of work done on price elasticities of energy, in general.
Certainly, it would have to raise costs; it would probably affect
production and therefore would inevitably result in increased
unemployment.
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The tourist industries apparently, though we don't have any hard
data, seem to have been affected already by the increased cost of
gasoline and the lack of availability of it.

Senator PROXMIRE. But that effect could be more severe?
Ms. NORWOOD. Yes; certainly.
Senator PROXMIRE. Now, how about the effect of the kind of tax

reduction that has been advocated by many Members of Congress,
a $20 or a $30 billion tax cut. In the first place, how prompt would
that be likely to be? Is there about a year's lag before that would have
a stimulative effect on the economy, or would it be more prompt?

Ms. NORWOOD. I really can't answer that, Senator Proxmire.
I think it would depend to a very large extent on exactly how the
legislation was put together, and it would be pure speculation on my
part to attempt to answer a question like that.

Senator PROXMIRE. Now, to follow up on some of the inquiries that
Senator Sarbanes was making. The composite index of leading eco-
nomic indicators for June fell only one-tenth of 1 percent. That
followed a very sharp drop in April of 2.1 percent and a slight rise in
May. But the index now stands below the level of April a year ago.

Many economists, as you know, have said that we are in the midst
of a recession, including Treasury Secretary Miller, heralded by the
3.3-percent drop in real GNP.

Are the economic indicators still giving us fairly reliable and firm
signals, or do you think that they are not as useful as they have been?

Ms. NORWOOD. Well, you know, Senator Proxmire, we have dis-
cussed this in recent hearings. And certainly, if you look back over
most of the earlier recessions, there was very good predictive value
from the leading indicators index. In the last recession, the situation
wasn't quite so clear in terms of the numbei of months following the
indicators.

Also, of course, the leading indicators index has been revised several
times, and it is hard to tell. But, clearly, a drop in the leading indi-
cators is a worrying sign.

Senator SARBANES. It is very important for us, I think, to under-
stand. When you look at the indicators, what goes through your mind
in terms of what to anticipate in the unemployment rate? One day
there is a story in the paper that says the economic indicators are
off, that GNP is down, and the Secretary of the Treasury says we're
in a recession. A few days later, you come in and you give us an
unemployment figure just like the unemployment figure for the pre-
vious month.

We have to have some sort of chart that gives us some idea. I
know you don't want to make predictions; you abjure them rigorously,
and I respect that premise that you work from. But let's look back
and maybe we can do it that way.

There must be some soit of chart you can show which says, generally
speaking, that in the past, given these indicators, we got this kind of
movement in the unemployment figures at a certain period thereafter.

Ms. NORWOOD. Well, Senator, the definition of a recession really
depends upon a recurring period of decline in a lot of different indi-
cators, and that, in general, has to last over a long period of time.
Now, that is a technical approach, and that is why it takes so long for
people to be willing to set the peak or the trough of the economy.
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But if you look at the whole body of data that are currently avail-
able to us, most of them go through the month of June-the employ-
ment situation data that we put out are the first ones for July-if you
look at the whole series of data for the last quarter, and, in particular,
for June, you find a very large number of indicators that are showing
declines. And many of those are indicators which tend to lead at the
beginning of a period of recession.

The unemployment rate, as such, is affected, of course, by what
happens not Just to employment in the economy, but also to the labor
force, whether people continue to go into the labor force. Some
economists maintain that a lot of people are coming into the labor
force because jobs are available, and if there are fewer jobs available,
fewer of them may come into the labor force.

In general, the unemployment rate, after several months of clear
decline in employment, would be expected to show a considerable
increase.

If you look at the last recession, it was several months before the
unemployment rate really rose steeply. There is a chart at the end of
the release which shows this, with the shaded area for the 1973-75
recession. The unemployment rate went up and then went up sharply
some months later. But there was a tendency for it to lag.

That has happened in other periods as well.
Senator PROXMIRE. I understand John Layng has had an oppor-

tunity to calculate how much inflation would have to decline in order
to meet the administration's first forecast and second forecast on
inflation, whether it was 10.6 and 11.8.

Mr. LAYNG. That is what I used to make the calculations. Let me
say that these are rough and in rather simple terms. But as you indi-
cated, for the first 6 months of this year we've had a rate of increase
of 13.2 percent. In order to achieve 11.8 for the year, it would have to
drop to about a 10.4-percent rate, or about eight-tenths or nine-tenths
of 1 percent per month.

To make 10.6 percent, by comparison, we would have to have about
an 8-percent rate in the second half of this year, or an average monthly
increase of six-tenths to seven-tenths of 1 percent.

Senator PROXMIRE. Very good. Thank you very much.
Now, Madam Commissioner, I remember very well in April, when

you were very emphatic in saying that the drop in employment had
not signaled a turnaround in the economy, that the economy was still
strong. Would you agree now that April was that turning point?
Were you wrong then or were you right then?

Ms. NORWOOD. Let me say that I think that what I said then was
that the drop in April was a statistical aberration. And I think that
what I have said today is that the increase of 400,000, almost 460,000,
is not a turnaround upward.

I think there has been a slowdown, a clear slowdown, I believe that
perhaps March is a time to look at, particularly because of the peculiar
situation in April.

Senator PROXMIRE. Well, are we in a recession, in your judgment?
Ms. NORWOOD. As I have indicated, Senator, I think that that is

something that, in terms of a technical definition of a recession, we
have got to wait for a longer time to decide. It will probably be 6 or
8 months before we know whether the technical definition of a reces-
sion has been met.
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What I do think is happening is serious signs of slowdown, serious
signs of weakening, particularly in the manufacturing sector of the
economy.

Senator PROXMIRE. Well, you are the top expert in the Government
on statistics. It seems to me we have to look to you to give us your
judgment on whether we are or are likely to be in recession. We have
the top political people, who are very able people, who make their
judgment. But they obviously don't have the professional competence
that you have.

Ms. NORWOOD. As I have indicated, the definition of a recession is a
technical issue, and that is something the National Bureau of
Economic Research has always waited months and months and
months for, to look at all of the recurring data over a period of time.

What I have said, and I believe very firmly, is that there are
serious signs of weakening in the economy.

Senator PROXMIRE. Well, in past recessions, what was the usual
timelag between a fall off in employment and a rise in the unem-
ployment rate?

Ms. NORWOOD. Well, before a business cycle peaks, the household
survey usually has shown a drop for sometimes 1 or 2 months-a
large drop, 4 to 5 months before a peak. And the establishment survey
has usually been quite flat, that is, with relatively little change or
slight increases.

What is happening now is certainly not inconsistent with that.
Senator PROXMIRE. Can you tell us about-I missed in your

statement, if you covered it, the dispersion rate. As I recall, in recent
months it has been pretty encouraging. A majority of industries are
still hiring. That has been an encouraging element in the economic
picture.

Ms. NORWOOD. You missed it in my statement, Senator, because I
did not put it in, and the reason I didn't put it in the statement is it
is 50.6. I find it very difficult to interpret.

Senator PROXMIRE. Why, isn't that pretty good? After all, we have
had, as you say, a rise in employment for a long, long time. And if we
still have half of the firms still continuing to increase employment,
it seems to me that is a pretty encouraging indicator.

Ms. NORWOOD. Well, it is not particularly discouraging. But I
think one of the difficulties is that it has-

Senator PROXMIRE. Well, encouraging in the context of everything
else we have heard, that we are slowing down and so forth.

Ms. NORWOOD. It was down as low as 44 in April and it has been
up as high as 75 and 80 at the beginning of the year. So 50 percent is
certainly much lower than it was at the beginning of the year.

But T think that the April-May fluctuations is very difficult to
interpret.
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Senator PROXMIRE. My time is up again. Senator Sarbanes.
Senator SARBANES. Commissioner, the indicators show a 3.3-percent

drop in real GNP in the second quarter. What happened to the un-
employment rate in the past when we were confronted with comparable
trends in the indicators and when did it happen? When and over whatperiod of time did it reflect itself in the unemployment rate?

Ms. NORWOOD. I can tell you that this time the second quarter un-
employment rate was about the same as the first quarter. So as of now
in this period, we have not had much of an effect. And I will supply forthe record-I don't have offhand the specifics of the number ofmonths following the GNP drop, but I can provide that.

Senator SARBANES. I think it would be helpful if you could provide
some analysis that runs along the following lines, that say: over thelast 10 or 20 years, when the indicators showed something comparable
to what they are showing now, this is what happened subsequently
with respect to the unemployment rate. That is not saying that it willin fact happen this time, but that at least will tell us what happened in
the past when we started to get an economy that looked like theeconomy looks now.

And we also have to factor in the additional elements that are now
present. Could one say that in the past we never had a drop of this sort
that was not subsequently reflected in a significant increase in the un-
employment rate? Would that be an accurate statement to make?

Ms. NORWOOD. Well, we will supply a review of that for the record.
[The following information was subsequently supplied for therecord:]

REAL GNP AND UNEMPLOYMENT

During the last recession, November 1973 to March 1975, the unemploymentrate rose modestly at first in response to a declining GNP; eventually the raterose sharply. Real GNP declined 3.9 percent between the fourth quarter of 1973and the first quarter of 1974. During the entire recession, the real GNP declinesaveraged 4.5 percent per quarter. The unemployment rate rose 0.3 percentagepoint between the fourth quarter of 1973 and first quarter of 1974; and averaged0.8 percentage point per quarter rise through the first quarter of 1975, the cycletrough. The unemployment rate rose an additional 0.7 percentage point betweenthe first and second quarters of 1975.
The magnitude of the decline in real GNP in 1973-75 was exceptional, however.This recession was much deeper than the other post-war recessions. During the1969-70 recession, real GNP declined an average of 0.8 percent per quarter.Between the third quarter of 1969 and the fourth quarter of 1970, the unem-ployment rate rose an average of 0.4 percentage point per quarter. In contrastto 1973-75, the 1969-70 recession's real GNP declines were quite modest whilethe unemployment rate changes were nearly as great. The different relationshipsbetween GNP decline and unemployment rate increases exhibited in the last tworecessions indicate the difficulty of relating changes in the unemployment rate tochanges in real GNP.
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THE BUSINESS CYCLE, REAL GROSS NATIONAL PRODUCT AND UNEMPLOYMENT RATE

Unemployment rate
Gross national (seasonally adjusted)

productl(1972
ollurs) change Change from

from preceding preceding quar-
quarter (annual ter2 (percentage

Business cycle (calendar year quarter) rate, percent) Level (percent) points)

I. 1973-75 period (peak, November 1973; Through, March 1975):
1973: IV - - 2.0 4.8 0.0
1974:

------ -------------- -------------------------- - 3.9 5.1 . 3
II- - -1. 8 5. 2 I.1
III - -- 2.4 5.6 -4
IV - -- 5. 5 6.6 -1. 0

1975:
I-------------------------------------------- - _- 9.1 8.2 -1 .6
I I-.-- 6. 4 8.9 -. 7

11. 1969-70 period (peak, December 1969; Through, November
1970):

1969:
Ill------------------------- 1.4 3.6 -.2
IV -- - -2.2 3.6 .0

1970:
I- - -1. 4 4.2 -. 6
I I - - .2 4.7 -. 5
III - -3.0 5. 2 -. 5
IV 63.8 5.8 _.6

Ill. 196041 period (peak. April 1960; Through. February 1961)
1960:

------------------------------------------------ 8.2 5.2 .4
II- - 1. 0 5.2 .0
Ill - - -1.7 5.6 -. 4
IV - -2.0 6.3 -. 7

1961:
---------------------------------------------- 2.6 6.8 - .5

I I - - 6.9 7.0 -. 2
IV. 1957-58 period (peak, August 1957; Through. April 1958):

1957
Ill - 2.8 4.2 -.1
IV - 5.1 4.9 -. 7

1958:
---------------------------------------------- -7.6 6. 3 - 1. 4

I I- 2.9 7. 4 -1. I

I Real GNP's peak preceded the business cycle's peak during 196041 and 1969-70 period; real GNP's and cycle's peak
coincided during 1957-58 and 1973-75 period.

I Because the unemployment rate rises during a recession and falls during a recovery, the series is inverted * * * a
rise in the rate is given a negative value; a fall in rate is given a positive value.

Source: Office of Economic Growth. Bureau of Labor Statistics, Aug. 9. 1979.

Senator SARBANES. I want to ask a couple of questions on the
employment-population ratio. First, just a technical question. What
is the definition of "population" on the basis of which the ratio is
calculated?

Mr. STEIN. The population used there is 16 years of age and over,
noninstitutional population, including the Armed Forces.

Senator SARBANES. So that's everyone in the country over 16 not
institutionalized?

Mr. STEIN. That's right.
Senator SARBANES. And I take it the 59.4 percent figure, almost 60

percent, is a record?
Mr. STEIN. Yes, it is. It is equal to March and February, but those

3 months are a record.
Senator SARBANES. For our whole history or as long as you have

been keeping statistics, is that right?
Mr. STEIN. That's right.
Ms. NORWOOD. It is largely due to women.
Senator SARBANES. How does that compare, looking back to the

past? What was the normal figure in the past?
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Mr. STEIN. That figure has been rising over a period of time, as the
labor force has been growing as well. So I don't think we could really
say there was a norm.

Senator SARBANES. What was the figure 10 years ago?
Mr. STEIN. It was 56.5 percent.
Senator SARBANES. What about 20 years ago?
Mr. STEIN. We would have to check the record for that.
Senator SARBANES. I would be interested in that.
[The following information was subsequently supplied for the

record :1
The employment-population ratio in 1959 was 54.8 percent. Fully comparable

data do not exist before 1948.

Senator SARBANES. And that steady trend rise is almost entirely
attributable to women?

Ms. NORWOOD. To a large extent, yes.
Senator SARBANES. How does that figure compare with other

countries?
Ms. NORWOOD. That too we can supply for the record, because it

differs. The Scandinavian countries have very high participation and
some of the other countries, like Italy, have much lower. But we can
supply that for the record.

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

EMPLOYMENT-POPULATION RATIOSI APPROXIMATING U.S. CONCEPTS, 1960-78

United Ausl United
Year States Canada tralia Japan France Germany Italy Sweden Kingdom 3

1960 -56.1 3 52.6 (4) 66.7 58.6 59.4 55.8 (4) 59. 4

1961 -55.4 3 52. 4 () 66.8 58.1 59.6 55.6 62.2 59.7
1962 -55.5 52.9 (4) 66.0 51.1 59.3 54.7 63.0 59.2
1963 -57. 55.4 .53.1 (4) 66.3 56.2 59.2 53.4 63.4 59.0
1964 - 55.7 53.8 57.9 64.1 56.4 58.8 52.5 62.0 59.4
1965 -56.2 54.5 50.3 63.6 55.7 58.6 50.9 62.1 59.6
1966 -56.9 55.4 58.8 63.7 55.6 58.0 49.2 62.1 59.6
1967-57.3 55.4 59.2 64.0 55.4 56.3 49.5 60.9 58.5
1968-------- 57.5 55.0 59.3 64.1 55.1 56.2 48.8 61.0 58.2
1969- 58.0 55.3 59.5 63.9 55.4 56.6 48.4 61.1 58.0
1970-------- 57.4 54.5 60.9 63.8 55.3 56.6 48.0 61.9 57.5
1971 --- -- 56.6 54.5 60.2 63.4 55.0 56.1 47.7 61.6 56.9
1972-------- 57.0 54.9 59.9 62.8 54.9 55.3 46.4 61.4 56.9
1973-------- 57.8 56.4 60.4 63.2 55.1 54.9 46.2 61.4 58.8
1974-------- 57.8 57.3 60.4 62.2 55.0 53.5 46.6 62.6 58.7
1975-------- 56.0 56.9 59.2 61.2 53.5 51.6 46.4 63.8 58.1
1976 -56.8 56.7 59.0 61.1 53.3 50.9 46.3 63.9 58.0
1977 -57.9 56.6 58.5 61.2 53. 2 ' 51. 0 46.3 63.9 ' 57.9
1978 -59.4 57.4 57.3 61.3 53. 1 51. 0 46.3 64.0 57. 8

I Civilian employment adjusted to U.S. concepts as a percent of the civilian working age population. The data relate
to persons 16 and over in the United States, France, Sweden, and beginning in 1973, Great Britain; 15 and over in Canada.
Austrela, Japan, Germany, and prior to 1973, Great Britain; and 14 and over,, Italy.

?Gra Bianonly.
3Estimates by BLS based on new survey definitions. Statistics Canada revised the data for 1966 onward on the new surevy

4 Not available.
' Preliminary.

Source: U.S. Department of Labor, Bureau of Labor Statistics. Office of Productivity and Technology, Division of Foreign
Labor Statistics and Trade, August 1979.

Senator SARBANES. I have just been pointed to the tables in this
year's economic report, which show employment as a percent of popu-
lation. It begins in 1948 at 55.8 percent, and then brings it forward
year by year, obviously, and month by month in the most recent 2
years; 59.1 percent in December 1978; and we are at 59.4. Just looking
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at this very quickly, with only a couple of exceptions, it seems to have
been from 55 to 59 percent over that period of time.

So, to get a much lower figure, which you referred to earlier, we
would have to go back really very far, wouldn't we? Before World
War II?

Ms. NORWOOD. Probably so.
Senator SARBANES. I know you are going to provide us these other

country figures. But is it your impression that our figure is much
higher?

Ms. NORWOOD. I think our participation figures are in general
higher than some of the other countries, particularly Italy, for example,
but are lower than some of the Scandinavian countries. There are some
differences in the way in which these figures are developed in other
countries. They are not exactly comparable, either.

Senator SARBANES. Well, the 16 years of age may not be a standard.
Is it?

Ms. NORWOOD. Well, the definition of employment, too, may be
somewhat different. We have done some work in that area. In fact we
have a bulletin which includes a discussion of this, and I would be
glad to provide that for the record.

Senator SARBANES. Fine.
[The bulletin referred to, together with a supplement, follows:]
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International Comparisons
of Unemployment
U.S. Department of Labor
Ray Marshall, Secretary

Bureau of Labor Statistics
Julius Shiskin, Commissioner
August 1978

Bulletin 1979

Prace

In 1961, the President's Committee to Appraise Employment and Unemployment Statistics
(Gordon Committee) requested that the Bureau of Labor Statistics investigate the mitemational
comparability of unemployment statistics. The resulting study described the definitions and con-
cepts used in seven foreign countries and presented unemployment rates adjusted to U.S. concepts
for 1960. Subsequent to the Gordon Committee study, the Bureau initiated a continuing program
of interational labor force comparisons. To date, eight articles on unemployment comparisons have
been published. Comparisons are presently made for eight foreign countries and are done on a quar-
terly and monthly basis as well as on the annual basis of the original study. The primary purposes of
this bulletin are to bring together all of the Bureau's work on intemational unemployment compari-
sons and to describe in detail the methods of adjusting foreign unemployment rates to U.S. concepts.

Continuing contacts have been maintained with each of the countries covered, and there has
also been correspondence and cooperation with intemational organizations such as the Statistical
Office of the European Communites, the Inteinational Labour Office (ILO), and the Organiza-
tion for Economic Cooperation and Development (OECD).A preliminary version of chapter I and
appendix B of this bulletin was prepared for the OECD us 1975 and was subsequently circulated
to all member countries of the Organization. In June 1976, the paper was presented by the author,
Constance Sorrentino, to the fust meeting of the OECD Working Party on Employment and Un-
employment Statistics. Many helpful comments were received from the member countries.

The bulletin was prepared in the Bureau's Office of Productivity and Technology by Con-
stance Sorrentino under the direcuon of Arthur Neef and John H. Chandler, Chief, Division of
Foreign Labor Statistics and Trade. Joyanna Moy assisted in the research, tabulations, and writing
of the bulletin. The data presented were those available as of December 1977.

Material in this publication is in the publc domain and may be reproduced without per-
mission. Please credit the Bureau of Labor Statistics and cite the name and number of the pubis.
cation.

iiI
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Introduction

Unemployment, like most phenomenea in the social
sciences, can be defrned in various ways. No single defini-

tion could posibly tisdfy all analytical and ideological
interests. For example, Julius Shiskin has identified an
array of seven unemployment rates for the United States,
going from a very narrow to a very broad view.' The nar-
rowest definition covered only persons unemployed 15
weeks or longer; the broadest included all unemployed per-
sons seeking full-time work and half of those seeking part-
time work, half of the total number of persons working
part time for economic reasons, and all discouraged workers.

The current official definition of unemployment in

the United States represents the total number of persons
not woriing but available for and actively seeking work.

This definition has had widespread support from various
study groups and was recommended by the Committee to
Appraise Employment and Unemployment Statistics
(Gordon Committee) established by President Kennedy in
1961.0 The definition will be reviewed again by the Nation-
al Commission on Employment and Unemployment Sta-
tistics.

3
The Commision has broad responsibility to ex-

amine the concepts, methods, and procedures involved in

collecting, analyzing, and presenting the employment data
and to recommend ways to improve the current system.

This bulletin presents adjustments of foreign unem-
ployment rates to the US. concept of unemployment. The
U.S. concept was chosen as the basis for comparison be-
caese it wouid furrish comparisons on temis most familiar
to American users. Also, U.S. concepts follow closely the
intemational standards recommended by the Intemational

Labour Office (iLO)' Most foreign countries have attempt-
ed to follow the ILO definitions, but have made adapta-
tions and interpretations to suit national needs.

The basic labor force and unemployment statistics of
the foreign countries studied, with the exceptions of Aus-
tralia and Canada, require adjustments to bring them into
closer comparability with US. data. Adjustments are made
for all known major definitional differences. The accuracy
of the adjustments depends on the availability of relevant
information; in some instances, it is necessary to make esti-
mates based on incomplete data. Therefore, it is possible to
achieve only approximate comparability among countries.
Nevertheless, the adjusted figures provide a better basis for
international comparisons than the figures regularly pub-
lished by each country.

The adjustments made to the national data do not

have a very large effect in most cases. Only negligible

changes, or none at all, have been made In the unemploy-
ment figures for Australia, Canada, Italy, Japan, and
Sweden (table I)' In the cae of Germany, the adjustment
to U.S. definitions has resulted in a moderate reduction of
the official figures on unemployment. Upward revisions of
the unemployment figures for Great Britain and France
have been substantial, in Britain's cawe mounting to over
40 percent in years of low unemployment and about 14
percent in recent years of hWih unemployment. French fig-
ures adjusted to US. definitions were 50 percent higher
than the official French figures in the early 1960's, but the
official and the adjusted figures have moved closer to each
other over the years and, in 1976, were almost identical.

The adjustments to US. conceptr do not make a
great deal of difference in the ranking of countries accord-

ing to unemployment rates. The countries at the top and
the bottom of the rankling are usually not affected. How-
ever, the railtings in the middle of the array are often
changed after adjustments are made.

The purpose of the original BLS study for the Gordon
Committee was to evaluate the widespread impression that
the high rate of unemployment in the United States, as
compared to most other industrial countries, was largely
due to differences in methods of measurement. The major
conclosion drawn from the Bureau's study was that differ-
ences in collection procedures and definitions were only a

minor factor in accounting for the higher Level of unemploy-

'Julrhs Shiskia, "Employmeat snd Us.mplymset: The Doagh-
ass or she Hate," Mor-thly Lobeo- Res, February 1976, pp. 3-10.

Preaideat'a Commkite to Appraise Esployreet tnd Unemploy-
oest Sttittrst Mrsssngr Employ tr -d U.,esptoy-ter (wha-
ntoason, U.S. Govenrnent Printing Offioe, 1962).

'The Coosrssio a established onder she Emeersesry Jobs
Programs Estension AMt of 1976, PL 94-444. See John E. 1roMan.
"Etablibaemt of a New Emrpboymoat Statlatirs ReView Codssa
ion,"MoMrthly Lsbo, Res4,. Marsh 1977, pp. 14-20.

4inoterotionda Labo.r Offi.. Eighth Interntoontl Coafereace of
Laboar Statisticians, Employmcnr end U-employ.atr Seatinrr,
Rcprrr IV (Gea-va, IL, 1954).

5
staly made a meor revirin murey method. In 1977. The

coeparetsvs data shown in this atdy ame based mn a plemitsnisy
adyr. of the new tslian data. F.o a disosasion of the problems

involved, see appendi. B.
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Tabl 1. Official unemployment rates aVd rats adjusted
to US. definitiom, 1960 and 1976

1li% 1976
Adjnmd to Adjuntd to

C-ontry ofid1iaI US. off0-.1 US.
a1t dfinitionr nu deflfition.

Unoitd Stat. 5.5 5.5 7.7 7.7
Cneda. ... 7.0 7.0 7.1 7.1
Astr.i. . . (t) 1. 4A 4.6
Japan ... . 1.7 1.7 2.0 2.0
F.nn .... 1.3 1.8 4.5 46
Ga---ny . . 1.3 1.1 4.6 35
Gr Bt 8rii 1.5 2.2 5.6 6.4
Isv .... 4.0 3.8 3.7 3.5
Swatn . ., 3 1A 31 1.4 1.6 U

'Not eilal..
' Prel-inrnV enimste.
3196l.

ment in the United States.' After adjustment of such
differences to U.S. concepts, the rate of unemployment in
tsis country in 1960 was comiderubly higher than that for
any of the other seven countries studied except Canada.

Chart I shows how the nine countries compared dur-
ing 3 selected years and on the average for 1959-76. The
1976 unemployment rate was unusually high for the United
States and the year 1969 was one of relatively low US.
unemployment. In both years, the United States ranked
near the top in the array of countries.

Chapter I of this bulletin presenta a discussion of the
international measurement of unemployment and a general
description of the methods used to adjust foreign unemploy-
ment rates to US. concepts. The description of methods
precedes the presentation of results (chapter 2) in the be-
lief that some knowledge of the procedures involved will
lead to greater understanding of the results. Breakdowns of
the aggregate unemployment rates into their age and sex
components are described in chapter 3. Two other signifi-
cant labor market indicators-participation rates and em-
ployment-population ratios-are analyzed in chapter 4.

Although the unemployment data for foreign coun-
tries have been adjusted for statistical comparability, inter-
country differences in unemployment rates reflect sub-
stantial differences in social attitudes and institutional at-
rangernents, as well as to economic performance. Differ-
ences in the demographic and sectoral composition of the
labor force also affect the unemployment sates. Such non-
definitional differences are investigated in chapter 5. Ap-
pendix B presents detailed descriptions of each country's
data and the methods of adjustment to U.S. concepts.

It should be kept in mind that unemployment is
only one measure of underutilization of the labor force.
Underutilization may also take the form of underemploy-
ment. The term underemployment is usually used to refer
to persons in the labor force who involuntarily work part
time ("visible" underemployment) or who are underutilized
in terms of some efficiency or income standard ("invisible"
underemployment).' :Because of difficulties in quantify-
ing invisible underemployment, statistical measures ate
usually confined to measuring the nusber of persons work-
ing part time for economic reasons. It would be very useful
to develop broader measures of underutilization, but the
most that has been attempted here is to mention other
relevant variables which are available for each country.
Comprehensive and comparable data on tabor underutiiza-
tion have not 'yet been developed. The Organization for
Economic Cooperation and Development is doing some
experimental work in the area of setting up a standardized
system for monitoring all facets of the labor market. How-
ever, much more data must become available before such a
system can come into being.

"Co-paretive Levels of Unemployment a lndusriol Coun
tne,'" by Robert . MyJrs A ad John H. Cbsuedle, appendii A of
MenSacig Employmetr and Uesemploymenr Pesddent' Conmittee
to Appraise Employment and Unemployment Sttistics (Washng.
ton, Govement Priting Office, 1962). Th. report wa a1ls pub-
tithed in a sborte verion in fet August rod September 1962 iaes
of the Monthly LoborReries.

For a detailed description of the cancept of underemploy-
mert, ee M-snseemmt of Uode mploymm-r: Concept and Meth-
Od, (Geneva, lotematiomna Labour OMn., 1966).
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Chapter 1. The International Measurement of Unemployment

The earliest unemployment statistics were compiled
by trade unions in order to determine how many of their
membees were temporarily unemployed. Although records
of unemployment among their members have generally
been kept by trade unions since their earliest days, it was
only in the early 1900's that governments began to collect
and publish such statistics. In some countries data were also
gathered from unemployment funds paid out by the govem-
ment to unemployed persons. At the beginning of World
War I the usefulness of the unemployment statistics pub-
lished regularly by about a dozen countries was limited,
since the data were neither nationally representative nor
internationally comparable.'

With the development of mass unemployment in the
1930's, the need for better unemployment statistics became
apparent. At that time, although countries were still pub-
lishing unemployment funds data and trade union statis-
tics, the majority of "Official" unemployment statistics
were derived from information collected by employment
offices on the registered unemployed. Apart from attempts
in some decennial censuses, there were no direct measure-
ment of the number of jobless persons at the beginning
of the 1930's.

In the mid-1930's, in the United States, experiments
with direct surveys of the population occurred for the first
time. The unemployed were then defined as those who
were not working but who were "willing and able to work."
As this criterion appeared too dependent upon the inter-
pretation and attitudes of the persons being interviewed, a
set of concepts was developed in the late 1930's according
to which an individual was classified as unemployed if his
actual activity within a reference period was "not working
and looking for work." Thtis criterion constitutes the basis
of the modem definition of unemployment.

Dfvslopment of ineational standards

In view of the different needs of countries and the
differences in their facilities for producing statistics, it
has never been senously proposed that all countries should
adopt the same system for measuring unemployment. A
good deal of work has been done, however, toward develop-
ing uniform international standards and definitions in em-
ployment and unemployment statistics. The major role in

developing uniform standards has been played by the Inter-
national Conference of Labour Statisticians, sponsored by
the International Labour Office (ILO).

As early as 1925 the ILO prepared a report on meth-
ods of measuring unemployment for the Second Intema-
tional Conference of Labour Statisticians. The Conference
recommended that, where no satisfactory data could be ob-
tained from other sources, "an attempt should be made to
obtain information on the extent of unemployment through
general population censuses or that special inquiries relating
to the whole population or to an adequate sample of the
population be made from time to time."'

The Sixth International Conference of Labour Sta-
tisticians adopted a resolution in 1947 deeming unemploy-
ment, employment, and the labor force mainly on the basis
of the activity of each individual during a specified period.
This "actual status" concept was a departure from the
"gainfully occupied" concept commonly used by most
countries in the past, according to which the classification
of a person was not related strictly to activity during any
specified time period, but more to a "usual activity."

The "actual status" approach was first used in a na-
tional census in the 1940 Census of the United States. This
approach is now the worldwide standard, with various
modifications.

The Eighth International Conference of Labour Sta-
isticcians meeting in 1954, approved definitions of em-
ployment, unemployment, and the labor force which are
now widely acknowledged, though by no means generally
observed.3

In statinary, the ILO definitions (given in detail in
appendix A) include as unemployed all persons who, dur-
ing a specified time period, were without a job, available
for work, and seeking work. Also included are persons who
had made arrangements to start a new job at a later date
and persons on temporary or indefinite layoff without pay.
Persons in these two categories did not have to be seeking
work The labor force is defined as the sum of the unem-
ployed and the employed. The employed consist of all
persons who, during a specified time period, performed

'Thte InAetnsuti-d Srandrdtafion of L.bo-r Statiasbe (Geeva.
Int-etional Labour Offie. 19S9).

3------- n~ -----------hh ntrn tnn l nfrec
'Fnr futher information, -ti "Sttisis of Unemplty-ent or Labs lrsuticdns, op. ot. See as The, nreoatnd1 Standrd.

among Workers' OWsrizatioss," Intenrarfiond Labun, Reiew. u-rto. of LAbou Stiatuar. Sludies and Repor.s, ew. Series. No.
Jsnuay 1921, pp. 115-20. 53 (G.n.va, ILO, 19S9).
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some work for pay or profit, including the telf-employed.
Unpaid family workers are included if they worked for at
least one-third of the nomnal working time during the
specified period. Persons with a job but not at work be-
cause of illness, industrial dispute, vacation, etc. are re-
garded as employed. The Anmed Forces may be included or
excluded from the labor force.

The ILO concepts are still officially recognized, and
the 12th Conference of Labour Statisticians in 1973 did
not fund any need to modify them. However, the defini-
Utons leave much room for interpretation. For example, the
definition of unemployment indicates that a person should
be seeking work to be counted as unemployed (unless wait-
ing to begin a new job or on temporary layoff). However,
no mention is made of how actively a person must be seek-
ing work or within what period of time in the past a person
must have tested the job market. The definitions state that
an unemployed person should be available for work, but
they do not require a test of current availability. The
Armed Forces may be either included or excluded from the
labor force. Also, the ILO definitions recommend a lower
age limit for the statistics, but do not specify how that age
iemit should be determined. Further, the ILO definitions

do not specify the reference period for the statistics, allow-
ing it to be either I day or I week.

The theory behind the ILO's standard definitions is
that countries having different types of statistical systems
can produce unemployment statistics that are reasonably
comparable from country to country. In fact, however,
relatively few countries strictly observe the international
definitons, and, even among those that do, there is room
for some divergence, since the ILO definitions are not al-
together rigid on certain points. It i for these reasons that
adjustments in the figures for various countries are neces-
sary if comparisons of unemployment levels are to be made.

The Organization for Economic Cooperation and De-
velopment (OECD) has accepted the ILO definitions and
has attempted to promote their use among its 24 member
countries. Building upon the work done by BLS, the OECD
has attempted to estimate unemployment rates on a sta-
Itistically consistent basis.' The OECD has made estimates
for Finland, Norway, and Spain as well as the countries
studied by BLS. The OECD figures are based on the total
labor force rather than the civilian labor force. BLS est-
mates on a total labor force basis are shown in appendix F.

The Statistical Office of the European Communities
has also been working to achieve comparability of employ-
ment and unemployment statistics among its nine members.
Labor force surveys using common definitions were con-
ducted in the member countries in October 1960, in the
spring of 1968 through 1971, and thenceforth, every 2
years. A description of these surveys appears in appendix E.

'rtganization fur Economir Cuoperatie and Devetopreent,
£Econoic Ostlook, July 1976, pp. 32 Asd 106-10.

The U.S. definition

The definitions used in the US. labor force suvey
follow the general outline of the ILO definitions, but are
more specific. The U.S. definitions, described in detail in
appendix B, require unemployed persons to take active job-
seeking steps within the 4-week period including the ref-
erenoce week. Only persons on layoff who were waiting to
be called back to their job and persons waiting to start a
new job within 30 days do not have to actively test the job
market to be classified as unemployed. Also, unemployed
persons must be available to begin work immediately, ex-
cept for temporary illness, and there is a survey question to
test current availability.

The minimum age limit for the U.S. survey is 16, a
point left undecided in the ILO definition. Also left unde-
cided by the ILO was whether labor force status should be
measured on a particular day or throughout a paticular
week. The US. survey uses a week as its basic reference
period.

US. labor force survey data are collected for the
civilian noninsUtitutional population only. Persons in the
Armed Forces are excluded from the employment and
labor force totals.

Sources of unemployment statistics

To obtain their official unemployment data, the
countries studied use one of two systems for measuming an-
employment: employment office registrations and labor
force sample surveys. Employment office data generally
relate to the number of persons on the register as of one
day during a month. The figures may include persons al-
ready employed who are seeking more work or a change of
jobs. The number of job applicants registered depends on
the way the system is organized, the extent to which per-
sons are accustomed to register, and the inducements for
them to do so. Changes in legislation and administrative
regulations can affect the continuity of the registrations
series.

Labor force sample surveys record the labor force
status of a person as of a reference week. Sample surveys
usually yield the most comprehensive statistics on unem-
ployment since they include groups of persons who are not
covered in unemployment statistics obtained by other
methods. New entrants and reentrants into the labor force,
for example, would be enumerated as unemployed in labor
force surveys if they are looking for work, whereas they
may not register as unemployed because they are ineligible
to collect unemployment benefits.

Labor force sample surveys provide a better basis for
international unemployment comparisons than statistics on
registrations at employment offices. Such surveys have been
developed specifically to measure the employment status
and characteristics of the population above a certain age.
They are not dependent upon changes in legislation and
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regulations. Because their central purpose is the same, these
surveys have many features in common, although inevitably
there are special features of the work in each country which
reflect national circumstances and needs. In contrast, the
coverage of registrations statistics vanes widely from country
to country. In some countries, for example, married women
may accept the option of not joining the unemployment
insurance system, and, hence, are not able to collect unem-
ployment benefits if they lose their jobs. Other uninsured
groups, such as first-time jobseekers, also have no financial
incentive to register.

Sample surveys often collect a wealth of information
which can be utilized to make adjustments to a common
conceptual framework. Moreover, such surveys are better
equipped than registrations data to solve some of the follow-
ing problems of measurement:

I. Determination of the reasons why some people
have jobs but are nor working (vacation, illness,
layoff).

2. Identification of persons currently seeking work
to start at a future time (e.g., students looking in
early spring for a summer job) who arm not readly
carrently available to begin work.

3. Identification of persnes who have ceased their
jobseeking activities because they have found a job
to which they expect to report at a future date,
but for which they are immediately available.

4. Identification of "discouraged workers" who do
not seek work because they believe that there is
no work available.

All the above problems conceraing unemployment
measurement are more readily solved through labor formc
surveys than through data on placements or unemployment
insurance registrants. In practice, statistics based on registra-
tions, by not including the nonregistered unemployed, have
a downward bias; on the other hand, they tend to generate
inflated figures because of the temporary inclusion of per-
sons who have found work and are actually working and of
people not seriously interested in finding work but who
register for social benefits or to maintain eligibility for a
pension. Persons who are working would be classified as
employed in a labor force sample survey and those not
really "looking for work" would most likely be recorded as
"not in the labor force."

Of the countries studied here, all currently conduct
labor force sample surveys. Surveys provide the "official"
statistics on the unemployed in Australia, Canada, Italy,
Japan, Sweden, and the United States.

5
In France, Ger-

many, and Great Britain, the regularly published unem-
ployment figures refer to the registered unemployed. In
addition, France and Germany have conducted labor force

5
Ausudlsa sad Italy also give wide distributioa to their stered

rnemployed utnaisr doer such sa tibtca are availabe ronthly
wbile the tubor fors. rasey atadltira are aviable oaly quatedy.
Sweden alno uses regisration date widely even tbohab ronthly
srsvey dat- re ilble.

surveys since the 1950's, and Great Britain initiated a
monthly household sample survey in 1971. However, the
registered unemployed senes remains the "official" un-
employment series in all three countries partly because
regisration results ae available more frequencly and on
a much more timely basis than the survey results.

Concepts and definitions

Definitions of unemployment and the labor force
differ from country to country, even when the same type
of data collection method is used. Appendix B to this study
presents detailed descriptions of the unemployment con-
cepts used in the nine countries. Table 2 provides a synopsis
of the major areas of difference among the countries. For
France, Germany, and Great Britain, two columns are
shown, one covering the "official" employment office
series and the other covering the labor force survey. The
entries in table 2 represent the current status of the oatis-
tics. It should be pointed out that changes have been made
over the years in all the countries so that different entries mn
some areas would have been required an earlier years. The
following discussion focuses upon the items shown in table
2. Unless otherwise specified, labor force survey data rather
than employment office data are described here for France,
Germany, and Great Britain.

Age limitr. The ILO recommends that countries establish a
lower age limit for labor force statiatics, but does not specify
what that limit should be or how it should be detersinned.
The lower age limit in the U.S. survey is 16, and for the
other countries it ranges from 14 to 16. Only Sweden has
an upper age limit as well as a lower one.

Reference period. The ILO definition recommends that the
reference period for labor force statistics be a specified day
or week. In all of the labor force surveys studied here, the
general reference period is a week. Registration statistics,
however, use a reference period of I day.

For jobseeking activities by unemployed persons, the
reference period has been expanded beyond I week in the
sample surveys of some countries. In the United States,
Canada, and Australia, a person is counted as unemployed
if he sought work within the 4 weeks including the refer-
ence week. In Sweden, a 60-day period for jobseeking is
allowed.

In several of the labor force surveys, the allowable
period for jobseeking activities is ambiguous.' In France,
Germany, Great Britain, and Italy the survey questionnaire
does not clearly specify the jobseeking period. Thus, some
persons may interpret it to be the reference week of the

6Prior to 1967, the U.S. survey qoesorna..ire a1s did not specify
a thoe period for jobkeekig. It was probably interpreted by me
obueekers to refer only to the surrey week itnt.

6
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Table 2 Synopsis of unenploymentstatistics Definitions recommended by tie International Labour Office
mnd definitions used in 9 countrie
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survey and others may consider it to be a longer period.
France, Italy, and Great Britain do have supplementary
questions which clearly specify a jobseeking period, but the
responses to these questions do not affect the classification
of a person as unemployed if he has already stated elsewhere
that he is unemployed or "looking for work."

In Japan, the reference period for jobseeking is clear-
ly specified as the reference week. However, according to
the instructions given on the survey form, which is fined
out by the respondent rather than the enumerator, persons
awaiting the results of previous job applications are to hast
themselves as unemployed. This practice, in effect, widens
the allowable jobseeking period to a time in the recent past
which can be longer than the reference week.

Military personnel. The ILO definitions relate to both total
labor force and civilian labor force, and no recommoenda-
tion is made regarding treatment of the Armed Forces.
Among the nine countries studied, draftees or conscripts
are excluded from the labor force definition except in cases
where they are temporarily absent from work because of
military duty. In such cases, these persons are generally in-
cluded in the employed category-i.e., "with a job but not
at work." Treatment of career military personnel vanes;
they are excluded from the labor force in the United States,
Canada, Australia, and Great Britain, but included in the
other countries.

Unpaid family workers. According to ILO definitions, un-
paid family workers ae included in the labor force if they
worked for at least one-third of the normal working time
during the reference period. In the United States, Australia,
and Sweden unpaid family workers are included in the
labor force if they worked 15 hours or more in the refer-
ence period. In Great Britain all unpaid family workers
were excluded from the household survey until 1976 when
wives working 15 hours or more in their husbands' busi-
nesses were treated as employed whether they were paid or
not. In all the other countries, unpaid family workers am
classified as in the labor force with no lower limit on the
number of hours worked.

In the United States, unpaid family workers who
worked less than 15 hours and looked for other jobs would
be classified as unemployed. In the countries without the
15-hour limit, such persons would not be classified as un-
employed (except in France).

Persons on layoff. ILO definitions include persons on
temporary or indefinite layoff without pay in the unem-
ployed count. This is also the practice in the United States,
Canada, Australia, and Sweden. Such persons do not have
to be actively seeking work to be classified as unemployed,
except that after a specified period in Canada (26 weeks)
and Australia (4 weeks) they do have to be taking steps to
find work.

In Japan and the Western European countries (ex-

cept Sweden) persona on temporary or indefinite layoff ae
classified as employed in labor force surveys. They are re-
garded as "with ajob, but not at work."

7
In these countries,

there is generally no such thing as an unpaid layoff. Persons
on layoff in most European countries and Japan receive
payments from employer funds which are sometimes sub-
sidized by the government. Also, layoffs in Europe and
Japan most frequently take the form of working shorter
hours during the week rather than not working at all.
Such persons would also be classified as employed under
US. concepts since they have done some work during the
reference week.

Persons who have not actively sought work. Under ILO and
U.S. definitions, personas should be actively seeking work to
be classified as unemployed unless they are on temporary
layoff or are waiting to start a new job. These latter two
groups do not have to be taking active steps to find work to
be classified as unemployed. However, the ILO makes no
mention of testing a person's jobseeking activities. In the
U.S. survey, there us a test of jobseeking activities, and per-
sons who have not taken active steps to find work in the
past 4 weeks are not classified as unemployed (with the ex-
ceptions noted above). Active jobseeking and a test of such
are also required in the Canadian, Australian, and Swedish
surveys for classification as unemployed. In Japan, inactive
workseekers are by definition excluded from the unem-
ployed, but there is no question on jobseeking activities. In
France, Germany, Great Britain, and Italy, inactive job-
seekers are included as the unemployed figures derived
from labor force surveys. However, most of these countries
do have supplementary questions on workseeking activities.
The answers to these questions indicate that a certain per-
centage of persons will respond that they are unemployed
or seeking work although they have not actually taken any
steps to find work.

"Discouraged workers" constitute one group of in-
active jobseekers. These are persons who ae not looking
for work but would be doing so if they believed work was
available. Such persona were included in the U.S. unemploy-
ment figures until 1967; however, there was no specific
question on discouraged workers. The fact that a worker
was discouraged had to be volunteered by the respondent.
This left a large area of uncertainty and imprecision in the
defmitions, as there was no assurance that discouraged
workers were being uniformly reported by all enumerators.
in 1967, it was decided to exclude discouraged workers
from the unemployed in the United Statet unless the
person had looked for work within the past 4 weeks. Can-
adian and Australian statisticians made the same decision
with regard to the treatment of discouraged workers as
1976. In Sweden, discouraged workers have always been

,pm. o temnporary tayoff in the United States were ta1.
teased .a employed prier so changes is definition odopted in
1957.
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excluded from the unemployed, but information is col-
lected on the number of such persons.

The ILO definitions make no mention of discour-
aged workers. Since jobseeking activity is mentioned as a
requirement for classification as unemployed, the intent
of the ILO standards appears to be to exclude discouraged
workers from the unemployed.

In the countries which make no mention of discour-
aged workers in their survey definitions or questionnaires,
the labor force classification of such persons depends upon
the wording of the survey questions and the way that re-
spondents interpret them. When the specified reference
period for jobseeking is longer than I week, recently dis-
couraged workers would be included in the unemployed.
For example, a Swedish worker who actively sought work
2 months ago but soon became discouraged and stopped
seeking work would currently be classified as unemployed.
However, next month, if he continues to be discouraged,
he would move into the economically inactive category.

Temporarily iat jobseekers. LO definitions specify that un-
employed persons should be available for work, except for
minor illness. Those countries, such as the United States,
which have a eursent availability requirement make an ex-
ception for persons who are temporarily ill. Thus, such per-
sons are counted in the unemployed. In the labor force sur-
veys of countries without a current availability require-
ment, temporarily ill jobseekers are also generally counted
as unemployed. In Japan, however, temporarily m job-
seekers are instructed to list themselves as unemployed only
if their illness is so mrnor that they are currently available
to begin work. Thus, the Japanese practice is more restric-
tive than the other countries.

Prior to the revisions in the U.S. definitions adopted in
1967, persons who would have been looking for work ex-
cept for temporary illness were classified as unemployed if
this information was volunteered. There was no specific
question on this point. In the new definitions adopted in
1967, there was no need to address this point because the
allowable period for jobseeking activities was extended to
4 weeks. Thus, persons too ill to seek work during the ref-
erence week were classified as unemployed if they sought
work during the 4-week period including the reference
week. In countries where the reference period for job-
seeking is ambiguous and is taken by some respondents
to include only the reference week, temporarily ill persons
who would have been seeking work except for their ill-
ness may be excluded from the unemployed. In Great
Brstain, however, such persons are included in the un-
employed because a specific question is asked: 'Would
you have looked for work but for temporary Illness or
injury?" Britain is the only country which asks a direct
question on this point.

the ILO definitions i probably to treat students as any
other member of the population, regarding them as employ-
ed if they worked and unemployed if they were seeking
work and available to begin work.

Most countries, in their labor force surveys, follow
the implied ILO definition with regard to students. Some of
them apply tests of current availability before classifying stu-
dent warkseekers as unemployed. This is a point not immed-
iately apparent from a reading of some survey definitions
and questionnaires. For example, the Swedish survey ques-
tionnaire has no test of current availability, yet interviewers
are instructed to probe into the current availability of stu-
dents. In practice, full-time students arm classified as unem-
ployed in Sweden only if seeking work daring school vaca-
tions. In this attempt to insure canent availability, the
Swedish practice may, in effect, result in an undercount of
students looking for and available for part-time work during
the school tem. In the British General Household Survey,
all full-time students are classified as not in the labor force,
even if they are working or seeking work.

In Canada, full-time students seeking full-time work
are automatically excluded from the unemployed during
school term on the grounds that they are not currently
available to begin work. Those seeking part-time work are
included in the unemployed if currently available to begin
work.

The pattern of working or seeking work during the
school week, which is widespread in the United States, does
not occur frequently in the Westem European countries
and Japan. Thus, the question of how to treat students with
regard to labor force status has not been rigorously investi-
gated in most other countries.

Persons waiting to report to a new job at a later date. Ac-
cording to ILO definitions, persons waiting to report to a
new job at a later date should be classified as unemployed if
not currently employed and if available to begin wirk im-
mediately. This is the practice followed in the United Slates'
and several of the other countries. The reasoning beiind
this classification is that in many cases the anticipated job
does not materialize, and the waiting period actually repre-
sents the beginning of a longer period of unemployment.

In the French survey, persons waiting to start a new
job are classified as employed. The German survey does
not specify the classification of such persons; according to
German statisticians, they are most likely enumerated as
economically inactive. This was also the case in Italy until
January 1977 when the survey was revised; persons waiting
to start a new job are now classified as unemployed. e

Jobseekes not currently availablefor work. ILO defuntions
clearly specify that unemployed persons should be current-
ly available to begin work (except for minor illness). Per-

Students seeking work. The IL definitions make no men- 'PM.r to 1957, pe-soor .iing to report toae. job were cla-

ton of special treatment of students. Thus, the intent of rned as employed in the U.S. .roy.
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sons not currently available for work (e g., students seeking
work in April but not able to accept work until the end of
the school ternm in June) should be classified as economic-
ally inactive under ILO concepts. However, the ILO defissi
tions do not recommend a test of current availability, and
most countries do not ask a question in their surveys to as-
certain the availability of unemployed persons to begin
work immediately. The United States, Canada, and Austral-
ia require current availability for classification as unem-
ployed and incorporate a question on availability in their
survey questionnaires. In principle, Japan and Italy require
current availability, but do not have a specific question on
the point in the survey. The Japanese survey questionnaire
instructions indicate that persons who enumerate themselves
as "looking for work" should be currently available for
work. In Sweden, only the current availability of students
is probed.

Persons who did some work and also looked for work. ILO
definitions state that unemployed persons must be "with-
out a job." This is also the practice in the U.S. survey where
the categorres of employed and unemployed are mutually
exclusive and employment (even I hour) takes precedence
over unemployment for classification purposes. In the
French labor force survey, some unemployed persons may
also have done some work during the reference week. That
is, they regard their major status as that of an unemployed
person, even though they did work a few hours at some
marginal activity. The labor force surveys conducted in the
other countries do not appear to count persons who did
some work as unemployed. Their work activity takes pre-
cedence over their workseeking, and they are classified as
employed, as in the U.S. survey.

Base for the unemployment rate. The ILO definitions do
not recommend whether the unemployment rate should be
calculated on the basis of the total labor force or the civil.
ian labor force. In the United States, Canada, Australia, and
Great Britain, unemployment rates from the labor force sur-
vey ae calculated on a civilian labor force basis. In the labor
force surveys conducted in Japan, France, Germany, Italy,
and Sweden, the labor force includes career military person-
nel. For Germany and Great Britain, where registration sta-
tistics are the basis for the "official" unemployment rate,
the wage and salary labor force, which excludes self-
employed and unpaid family workers, is used as the basis
for the calcilation of the unemployment rate. Career
military personnel are considered as part of the wage and
salary labor force. France does not officially publish an un-
employment rate; the official monthly unemployment
figure relates to the number of persons registered as un-
employed.

Adjustment to U.S. concepts

The noncomparability of national figures on unem-

ployment is attributable to two chief causes: differences in
the system for collecting data and differences in concepts
or definitions. It has been pointed out above that labor
force sample surveys provide data on unemployment which
are far more comparable intemationally than statistics on
the registered unemployed. Three of the countries studied,
however, rely on registration statistics for their official un-
employment data. Fortunately, France, Germany, and
Great Britain also conduct periodic labor force surveys
which have been indispensable in adjusting and interpreting
the official data.

AU of the other countries studied rely on labor force
surveys for their official unemployment rates. However,
defunitions of unemployment and labor force differ from
country to country, even when the same type of data col-
lection method is used. It has been seen that definitions
vary with regard to treatment of persons on layoff, unpaid
family workers, military personnel, students, and other
groups. Furthermore, there are differences in reference peri-
ods, age limits, and criteria for seeking work.

Adjustments have been made for many, but not all,
of these differences. In some areas, data are simply not
available for adjustment purposes. Where adjustments have
not been made, the remaining differences are believed to be
minor, although the exact extent of these differences can-
not be precisely known. In otier areas, adjustments were
not made because institutional differences were taken into
account. For example, instead of adjusting the data of all
countries to the US. lower age limit of 16, the foreign age
limits have been adapted to conform to the age at which
compulsory schooling normally ends in each country. This
was done because youths in most other countries complete
their education and enter the labor force on a full-time
basis at an earlier age than in the United States. Thus, Ger-
man data are adjusted to cover 15-year-olds and over; the
regularly published German data relate to 14-year-olds and
over, but compulsory schooling ends at 15.

The methods of adjusting foreign country data to
U.S. concepts are described in detail in appendix B. The
following descriptions present a highly condensed account
of the adjustments made in the various national statistics.

Canada and Ausrmlia. Canada and Australia both have labor
force surveys which are closely comparable to the US. sur-
vey. Although there are some small conceptual differences,
they are not regarded as significant enough to require ad-
justment.

Japan. The Japanese labor force survey was patterned after
the US. survey, but makes use of a number of different
definitions designed to serve Japanese needs. In excluding
workers on layoff from the unemployed, the Japanese are
somewhat more restrictive than the United States, but the
number of workers laid off for a full week is believed to be
very small and no adjustment has been made. The "lifetime
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employment system" is a basic pattern of labor-manage-
ment relations in Japan. The regular worker is granted per-
manent tenure, and when the activity of the establishment
is reduced, the employer retains the worker, either trans-
ferring him to another job or reducing hours. Workers
placed on shorter hours for economic reasons are compen-
sated for the house not worked under a system partially fi-
nanced by the government. In having no test of workseek-
ing activities or current availability, the Japanese survey is
less restrictive than the US. survey. However, the instruc-
tons given on the survey questionnaire-which is filled in
by the respondent rather than an enumerator-clearly state
that unemployed persons must be actively seeking work.

Adjustments are made to the Japanese labor force to
exclude career military personnel and unpaid family work-
ers who worked less than 15 hours per week. These adjust-
ments are so small that the published and adjusted unem-
ployment rmtes are identical in most years.

France. The "official" monthly unemployment figures for
France are based on the number of registrations at employ-
ment offices. Persons seeking part-time work are excluded
as are other jobseekers who fail to register. On the other
hand, persons who did some work during the week of the
count, but were out of work on the day of the count and reg-
istered, are included. No unemployment rate is published.
In addition, since 1974 the French authonties have made
annual estimates of the unemployed under ILO defini-
tions. These annual estimates are based upon the results
of labor force surveys conducted in March of each year.
Prior to 1974, the annual estimates were based on French
census definitions, which are more restrictive than the ILO
definitions.

For adjustment to US. concepts, BIS utilizes the
results of the annual French labor force surveys. The BLS
method of adjusting survey unemployment is quite similar
to the method used by French authorities in adapting the
labor force survey to ILO definitions. The French labor
force survey provides detailed information on the number
and characteristics of those unemployed; by subtracting
those persons excluded under the US. definition (e.g.,
persons who classify themselves as unemployed but who
did some work in the reference week; persons not currently
available for work) and adding those who should be includ-
ed (e.g., persons on layoff; persons waiting to start a new
job), BLS obtains estimates of unemployment in dose con-
formtity with US. concepts. Some adjustments ace made
to the reported labor force figures, such as exclusion of
career military personnel and unpaid family workers who
were not at work or worked less than 15 hours.

Coefficients of adjustment are obtained from the
March surveys, and interpolations are made between sur-
veys to obtain annual average adjustment factors which ace
applied to the registered unemployed figures and the French
annual estimates of the labor force. The figures on unem-

ployment adjusted to US. concepra are considerably higher
than the flgures from the registered unemployed series but
quite close to the annual estimates under [LO defuintions.

Gerrnany. The principal and official unemployment sta-
tistacs for Germany are administrative statistics represent-
ing the monthly count of unemployed registered at the em-
ployment offices. The unemployment rate is calculated on
the basis of the wage and salary labor force. The registra-
tion series has certain limitations as a precise measure of un-
employment. Some unemployed persons may choose not
to register if they are ineligible to collect jobless benefits.
Also, unemployed persons who do not want to work at
least 20 hours a week are excluded. On the other hand,
some persons who are working a few houn or a few days a
week may be registered as unemployed. The registration
figures cover all persons who at some time in the past have
registered as unemployed and whose job application has
not yet been settled at the time of the coant. Consequently,
there may be persons on the register who have found a job
but have failed to report it to the employment service.

Gersiany also conducts a labor force survey, the
Microcensus, every April or May. The Microcensus also has
ia lismitations as a measure of unemployment, but pro-
vides a better basis for estimating unemployment under
US. concepts than the registration series. The Microcensus
was designed to produce labor force and related statistics
consistent with ILO definitions.

In the Microcensus the unemployed exclude per-
sons on layoff who are waiting to retuan to theis job and
persons waiting to begin a new job, categories which should
be included under U.S. concepts. Also, the reference period
for jobseeking is ambiguous, and may be interpreted by
some persons to be strictly the survey week. On the other
hand, some inactive workseekers and persons who are not
currently available to begin work may be included in the
Microcensus figures. The Microcensus does not provide data
an any of these groups of persons, but these upward and
downward biases may tend to cancel each other out. The
Microcensus figures have usually been lower than the fig-
aces from the registered unemployed senes.

The Microcensus unemployment figures, which
usually relate to a week in April, are compared with the reg-
istered unemployed figures for the month nearest the sur-
vey date. This comparison yields an adjustment factor
which is then interpolated between surveys to obtain annu-
al average factors to apply to the registered unemployed
series.

Germany makes annual estimates of the labor force
which are obtained by adding employment from the Micro-
census (adjusted to an annual average) and the registered
unemployed. BLS modifies this annual estimate by exclud-
ing from the employed military personnel and unpaid fam-
fly workers who worked less than 15 hours. Also, the esti-
mated annual Microcensus unemployed rather than the
registered unemployed are added to the employed to obtain
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the civilian labor force under US. concepts. The unemploy-
ment rate derived from the adjusted data is usually lower
than the official German rate based on the registered series.

Great Brsrain. The official unemployment statistics for
Great Britain are obtained from a count of registrations at
employment offices (now caned "Jolicenters") and the
separate "career offices" for young people. The unemploy-
ment rate is calculated on the basis of the wage and salary
labor force. The completeness of coverage of these statis-
tics depends upon the extent to which persons looking for
work register as such. Figures from the 1961 population
census, the 1966 "sample census," and General Household
Surveys (available beginning in 1971) indicate that the
registration figures significantly understate unemployment
under U.S. concepts.

The General Household Survey (GHS) indicates that
the number of adult males registered is slightly in excess of
the number to be obtained under U.S. definitions, but the
number of women is very much lower and the number of
youths, male and female, is moderately lower. The registra-
tion figures have been adjusted to take the GHS findings
into account, but first the GHS figures themselves required
some revision. No adjustment could be made to exclude
persons not currently available for work. Adjustments
were made to exclude persons who reported themselves as
looking for work but who were taking no active steps to
find a job. Also, the number of persons on temporary lay-
off the entire week was estimated and added to the un-
employed. Persons on temporary layoff are regarded as
employed in the GHS. Further, estimates of students
seeking work were added. All these adjustments had the
effect of raising the number of unemployed from the
official 1,305,000 to 1,610,000 in 1976. The adjusted
figures for 1975 and 1976 were estimated on the basis of
factors derived from the 1972 GHS results. Although GHS
data have been published through 1974, the 1972 factors
have been used for adjustment purposes in recent years be-
cause 1972 was a year of relatively high unemployment
compared with 1973-74, and unemployment has been
high in recent years. For the years prior to the first GHS,
comparative estimates have been made by adjusting the
1961 and 1966 census data to U.S. concepts and inter-
polating between the years until 1971.

In order to convert the adjusted figures to an unem-
ployment rate, it was necessary to develop a revised esti-
mate of the civilian labor force. The chief adjustments to
the official labor force figure consist of adding the unregis-
tered unemployed and subtracting an estimated number of
duplications in the count of the employed. (The number
employed is derived from an establishment census and,
hence, includes multple jobholders more than once.) The
British unemployment rate adjusted to U.S. concepts is sig-
nificantly higher than the reported rate-6.4 percent versus
5.6 percent in 1976.

Data for the United Kingdom (Great Britain and
Northern Ireland) could not be prepared because the Gen-
eral Household Survey relates only to Great Britain. Un-
employment rates, based on registration statistics, are usual-
ly higher in Northem Ireland than as Great Britain. For ex-
ample, in 1975, Great Britain had a published unemploy-
ment rate of 4.1 percent, while Northern Ireland's rate was
8.1 percent. Since the labor force in Northern Ireland is
small, the rate for the United Kingdom (4.2 percent) was
only slightly higher than the rate for Great Britain.

Italy. In 1963, a quarterly labor force survey replaced the
registration statistics as the official source of unemployment
data in Italy. The results of the quarterly survey foem the
basis of the adjustment of Italian data to U.S. concepts.

A major revision in survey methods was made as Jan-
uary 1977. A more probing style of questioning was intro-
duced, resulting in significant increases in the number of
persons enumerated as unemployed. The revised Italian sur-
vey represents an important step toward providing the data
necessary for making adjustments to U.S. concepts. For ex-
ample, the new survey asks a specific question on jobseek-
ing activities, whereas the old survey simply inquired about
a person's "status" during the reference week. In the old
survey, many persons who were seeking work did not re-
spond that their status was "unemployed." Furthermore,
a question is now asked on when the last active step to find
work was taken. Persons who have not taken any active
steps to find work in the past 4 weeks should be excluded
from the unemployed under U.S. concepts.

From January 1977 onward, the only adjustment
made to the reported number of unemployed is the ex-
clusion of those who have not taken any active steps to
find work in the past 30 days. Survey results for 1977
indicate that over half of the persons enumerated as un-
employed responded that their last attempt to find work
was made more than 30 days ago. BLS is not certain that
an such persons should be excluded. The large number of
persons in this category indicates a massive number of "dis-
couraged workers" in Italy or an interpretation by many
registered unemployed persons that their presence on the
unemployment register does not constitute an active step
to find work in the past 30 days. This adjustment, there-
fore, may be modified downward when more detailed
results, including cross-classiflcations from 1977 surveys,
become available.

There are some remaining conceptual differences re-
garding unemployment for which no adjustments have been
made. For instance, persons on layoff who are waiting to
return to their jobs are counted as employed in Italy. How-
ever, legal restraints and the existence of the Wage Supple-
ment Fund promote the use of reduced hours rather than
outright layoffs when plant activity declines. Therefore, the
number of persons on layoff for an entire week is probably
very small. Also, survey definitions state that unemployed
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persons should be currently available to begin work, but
there is no test of current availability in the survey ques-
tionnaire.

The Italian Central Bureau of Statistics (ISTAT) does
not plan to make a reconciliation between the old and new
surveys until some time in 1978. BLS has decided to await
the ISTAT reconciliation rather than make any preliminary
adjustments for the 1959-76 period. Than, the reported un-
employment figures have beer, used with only a smal adjust-
ment to the data for 1959-63 toexcludepersonsenumerated
as unemployed who also did some work in the reference
week. The differences between the old and new unemploy-
ment series tend to cancel each other. The old series ex-
cluded jobseekers who did not respond that their status was
unemployed; also excluded were persons waiting to begin
a new job. Such persons are now included in the unemployed.
On the other hand, the old series included as unemployed
those persons who took no active steps to fuid work in the
past 30 days. The results from the 1977 surveys indicate
that the old series may have overstated unemployment
somewhat because the number of persons who did not re-
cendy take active steps to find work is greater than the
number of workseekers who did not mitially may they were
unemployed. However, there are no data on the number of
persons in these categories prior to 1977.

Several adjustments were made to the Italian labor
force figures. Career military personnel and unpaid family
workers who worked less than 16 hours in the survey week
were subtracted. The Italian data do not provide a break at
the less-than-15-hour level. The 1977 surveys indicate that
employment was previously undercounted by about 5 per-
cent. Adjustment factors were derived by sex and by econ-
omic sector and applied to Italian employment data for the
1959-76 period.

The adjusted unemployment rates for 1959 through
1963 are about two-tenths of a percentage point lower
than the reported rates. For 1964-76 the adjusted
rates are one-enth of a percentage point lower than
the published rates. Beginning in January 1977, unemploy-
ment rates adjusted to U.S. concepts are much lower than
the reported rates because of the adjustment to exclude a
large number of inactive jobseekers.

Sweden. In July 1974, the monthly labor force sample sur-
vey was established as the official source for Swedish unem-
ployment figures. At that time the data on employment
office registrations were supplanted by new statistics show-
ing the total volume of employment applications passing
through the employment offices each month. Data are still
published on the number of insured unemployed who are
registered to collect benefits.

The labor force survey results are quite close in con-
cept to the U.S. figures, and only minor adjustments have
been made. No adjustment has been made for full-time stu-

dents who were seeking work during the school tem. Data
on persons not in the labor force who would have liked to
have a job indicate that the number of student workseekers
is very small. Also, no adjustment was made to exclude per-
sons who were not currently available for work. Adjust-
ments were made to the labor force figures to include per-
sons age 75 and over and to exclude career military person-
nel. These small modifications rarely affect the unemploy-
ment rate.

Limitations

The adjustments of national data briefly described
above yield unemployment estimates that are reasonably
comparable from one country to another and that indicate
the level of joblessness according to U.S. definitions. The
accuracy of the adjustments depends upon the availability
of relevant information; in some instances, it is possible to
achieve only approximate statistical comparability among
countries. Nevertheless the adjusted figures provide a better
basis for international comparisons than the figures regularly
published by each country.

There are certain differences for which it was not
possible to make adjustments. For several countries no ad-
justment could be made for the differences in the amount
of time allowed for jobseeking activities. No information is
available on this point in the other countries, but the effect
is believed to be minor. Prior to US. changes in definitions
adopted in 1967, the U.S. time period was vague and was
probably interpreted by some jobseekers, primarily women,
to refer only to the survey week. Special studies indicated
that the effect of the changes in definitions in 1967 result-
ed in only a small increase m the number of women enum-
erated as unemployed.' In addition, for some countries ad-
justments could not be made for the lack of a test of cur-
rent availability for work, the lack of an active jobseeking
requirement, and for differences in treatment of persons
on layoff and persons waiting to start a new job.

The data for more recent years for several countries
are much better than the data in earlier years in terms of
statistical comparability. The 1976 revisions made by Can-
adian and Australian statisticians have brought these surveys
into closer conformity with U.S. definitions and methods.
The inception of the British General Household Survey in
1971 was a major step inmaking available British data closely

9See Robert L. Stein, New Definitions for Emplaymess and Us
.mplayment," Rphrym-es and Eeeigrs, Fearebay 1967, pp. 9-13.
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comparable to US. concepts. The earlier estUsates for Bri-
tain, based on population censuses in 191 and 1966, are
subject to a wider margin of error because the census data
were ambiguous on a number of points; for example, the
enumeration of temporasily ill persons. (See appendix
B) The new questions in the French labor force survey
tince 1975 and in the Italian survey since 1977 have allow-
ed for much more precise identification of certain groups
for adjustment purposes. Furthermore, for several coun-
tries, data from surveys were published irregularly in the
1960's, and for some years, no data were available. In-
terpolations had to be made to fill in the missing data.

For several countries, a problem remains in malting
adjustments because the data needed for such adjustments
are not current. For both France and Genmany, issuance
of data from surveys ligs by a year or more from the ref-
erence period. Thus current estimates often must be re-
vised when results of more recent surveys are obtained.
For Great Britain, the latest available General Household
Survey is for 1974. Labor market conditions have deteri-
orated considerably since that time, and the estimates
based on adjustment factors for years when unemploy-
ment levels were quite different are subject to an un-
known margin of error.

15
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Chapter 2. Unemployment and Employment, 1959-77

Although unemployment in the United States has gen-
erniy been high In comparison with other countries, Cna-
di had the highest unemployment rates, on the average, for
the 1959-76 period. These two countries have also expen-
enced the moet rapid growth In employment. In contrast,
the Western European countries, with much lower average
levels of unemployment than the United States and Canada,
had very slow growth or declines In employment.

Table 3 presents data for nine countries on the clvii-
ia labor force, employment, end unemployment adjusted
to US. concepts for the pertod 1959 to 1976. The follow-
ing section describes the comparative levels and trends in
unemployment end employment. Separate discussons of
Important labor market developments in each country are
then tsken up.

Chart 2. Unemploymnent Rate 1t960-7

Pe,, -.

Unsimploymont

Despite the disrupting influence of worldwide cyclical
movements and the particular economic ills that have
plagued individual countries, the relative positions of the
nine countries with regard to unemployment rates have
shown little change over the years. From 1959 to 1976, un-
employment rates in Cpada and the United States were
ususlly much higher than in the seven other countries
studied (chart 2). In 10 of the 18 years, Canada had the
highest unemployment rate in the industrialized world. In
1963 through 1965, and 1974 through 1976, the United
States had the highest rate; in 196667 the United States
was tied with another country for the highest rate.

r$ I 97 rp i- "I I I - -9 'p b
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Table 3. Labor force, employment. and unemployment, 195976

Ur ni] I | 21 I | I Great I JulyYear I Slates I Canada A.Ustlula .tpsss I Fratto I G.--asr BtItain I I S.d.

Ctdllbn Idor te loIthO-su.0

Adjnted to U.S. con-oPU

68.369 6.214 (2 43.320 AS060 25.860 23,230 21,730 l2f
69.28 6382 (2 44,120 19.080 26.890 22.470 21.520 (3I
70M4A9 6,491 ( 44.610 19.090 26,160 23,720 21,450 3,598
70o14 6.584 ( 45.040 19. 60 26.210 24.070 21,290 3.682
71 ,s33 6.715 (2 45,430 19.340 26.390 24.290 20,830 3.753
73.091 62998 4.899 46.040 19.690 26.270 24.420 20.760 3.75111
74.455 7.1059 495 48,780 19,750 236390 24.960 20,430 3.739
75,770 7,495 4,833 47V50 20.000 26,290 24,.50 20.090 3,794
77.347 7,748 4958 46.810 20,100 26,730 24.800 20,220 3.771
78.737 7952 6.070 49260 20.380 25,780 24,460 20,130 3,822
80 734 .1s95 6.213 50.140 20.660 20.030 24,400 19920 3,838
82.715 s 9 5, 681 50.730 20.80 20,290 24.270 19.950 3.909
84.113 8,644 5.486 51.120 21.210 20,380 24.030 19,870 3.955
86542 8920 5.58 51320 21,430 20,280 24,240 19210 3.963
88,714 9.322 5,723 52,590 21 40 26.360 24,530 19,750 3.971
91.011 9.706 5.869 52.440 21g20 26.060 24,510 20,060 4.037
92,613 1060 5891 52,30 22,040 25680 24.820 20.270 4,123
94.773 10,306 6.075 53.100 22,190 25,400 125,100 20.460 4,149

A. publihd

68.369 6.242 (( 44.330 18,825 26.337 23,229 21,2896
69,22 6,411 (t 45.110 18,851 26,518 23,523 20.972 I
70,459 6.521 (Z 45.620 19819 26.772 23,799 20.882 3.592
70.91 4 62619 (2 A 486140 19,060 3,944 24,063 20,.29 3,676
710833 6,745 (19 48520 19395 26.930 24219 20,137 3,749
73091 6.933 4s5s5 47.100 19,638 26.922 24.408 20.026 3.710
74,455 7.141 4,689 47.870 19,813 27,019 24,577 19,717 3.738
75,770 7,495 4,833 48,910 19,964 26,962 24,.663 19,396 3,792
77347 7.746 4,958 49,830 20.118 26.409 24,540 19.525 3,774
78.737 7.952 5,070 50210 20.1 76 26,291 24.462 19.484 3.822
80 734 8.195 5.213 50260 20.434 262535 24.464 19,266 3,840
82,715 8399 5.381 51,530 20.750 26,817 24.388 19.302 3,913
84.113 6.644 5.486 51,880 20.968 26.910 24,154 19.254 3,961
96.542 ;920 5S89 51,90 21,155 26,901 24,405 19.028 3.969
88.714 9.322 5.723 53.260 21,368 26,855 24.676 19.169 3,977
91,011 9,706 5.869 83,.10 21.715 20,797 24.754 19,458 4.043
92.613 10.060 5,991 53,230 21.733 26.397 24.040 19650 4,129
94,773 10,308 6,075 53,760 21,883 26.136 25,135 19,858 4,166

E.ployrent (thout-nd-)

Adjustd to U.S. conco.r

64,630 5.843 j2j 42.340 16B69 25340 22.980 20,650 (1)
65,778 5,837 () 43,370 16,730 25.710 22,950 20,710 I2,
65,746 6.026 (2) 43,950 16,750 26,000 23,250 20,260 3,546
66.702 6.1994 I 44,450 18,880 26,080 23.390 20.700 3,628
67.762 6.343 Sj 44,840 19,080 26,170 23,460 206340 3.690
69,305 6s74 4499 45.00 19,390 26.1 70 23,810 20.210 32654
71 ,09 6,826 4,628 46210 19.440 26,310 24,030 19.720 3,695
72,895 7.242 4.761 47,200 192620 26.210 24,090 19,330 3,735
74,372 7,451 4.879 48,180 19,700 25,390 23,770 19,540 32692
75,20 7.593 4,892 49,080 19,850 25,410 23,660 19,450 3,737
77,902 7832 5,133 49.570 20 170 25.790 23,660 19 280 3.764
78,627 7,919 5.306 50,140 20.440 26.090 23.520 19340 ,3850
79.120 .107 5398 50,460 20220 26,170 23.090 19,260 3,854
81,702 A363 5,464 50W90 20.820 26,060 23.230 18,920 3,89
84,409 ,802. 5215 51.810 21,060 26.140 23.750 19.00 3,873
69,836 9.185 5.726 51,710 21,320 25S30 23,820 19.500 3,957
84,783 9A63 5.725 512530 21.100 24,740 3232650 19,820 4258
87.485 9,572 5,807 52,020 21,170 24,460 123,490 19,760 4.06a
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Tadb 3. Labor forc, employment, and unemployment, 1969-76-Contimed
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I Table 3. Labor force, employmmnt, and unemployment, 1865976-Continued
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5.7 5B 62.3 1.3 1.3 .5 3A 2.4 1.7
5.2 4.7 14A 1.2 1.5 A 2.5 2.8 l5
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The Canadian unemployment rate has averaged 5.5
percent since 1959; the US. unemployment rste, 5A per-
cent (table 4). Italian unemployment was between 3 and
4 percent during most years, avetaging 3.3 percent for the
entire period. British joblessness also averaged 33 percent,
and French unemployment averaged 2A percent. Sweden,
Australia, Japan, and Germany all had unemployment rates
averaging around 2 percent or less. Germany had the best
labor market performance, with unemployment averaging
just over I percent since 1959.

During the period since 1959, unemployment rates
have been the most stable in Sweden and Japan (table 5).
The difference between the wont and the best unemploy-
ment rate was just 1.2 percentage points in Japan and 1.5
percentage points in Sweden. The widest varistion occurred
in the United States, where 5 percentage points separated
the highest rate from the lowest. Unemployment rates were
also relatively volatile in Germany. Great Britain, and Cana-
da. In Germany, unemployment rates usually varied within
a narrow range, except for the sharp increases in 1967-68
and 1974-76. The German unemployment rate of 3.7 per-
cent in 1975 was over 12 times the rate prevailing in 1965-
66.

In the 1960's, unemployment rates in Westem Eu-
rope and Japan were normally far lower than those in the
United States and Canada. The labor market in most of the
other countries was very tight, as reflected in the unemploy-
ment rate lows for the decade in Germany (03 percent in
1965-66) and Japan (1.1 percent in 1969). Australia, France,
and Sweden also had unemployment rates under 2 percent
for much of the decade. Achieving "full employment" re-
quired little struggle in these countries; indeed, in many
years there was a scarcity of labor. Some European coun-
tries had to import large numbers of "guest workers" from
the poorer nations of the Mediterranean region to maintain
the rapid expansion of their economies. Australia encouraged
permanent immigration. While the United States achieved
a 16-year-low unemployment rate of 3.5 percent in 1969, it
was still significantly higher than the rate in most of the
other countries.

Conditions in the Italian labor market contrasted
with those in the other European countries. Unemployment
was signifscantiy higher in Italy during the 1960's, and that
country exported hundreds of thousands of worken to the
labor-short countries of the North. However, in the 1970's,
unemployment rates in the rest of Westem Europe moved
ahead of Italy's.

In the United States and Canada, unemployment in
the second half of the 1960}s was much lower than in the
first half (table 4). US. Sunemployment averaged 5.7 percent
from 1960 to 1964 and 3.8 percent from 1965 to 1969.
Australia and Japan also had somewhat lower jobless rates
in the latter half of the decade. In contrast, most Westem
European nations entered a period of recession around

1965, although the impact of the slowdown in growth
generally did not make itself felt on the labor market nn-
til hate 1966 and early 1967 when jobless rates began ris-
ing in Great Britain, France, Germany, Italy, and Sweden.

Changes in the unemployment picture since 1974
have been striking. Recessionary trends gathered momen-
tum in the industrial countries following the Arab oil em-
bargo in late 1973. During 1975-76, postwar highs in un-
employment were reached in the United States, Australia,
France, and Great Britain; German unemployment rates
were the highest since the mid-1950's; and Japanese job-
lessness reached the levels of 1959. In contrast, Swedish
unemployment decreased in 1975 and held steady in
1976.

Not only have most countries registered significant in-
creases in joblessness since 1974, but the relative positions
of some countries with respect to unemployment rates have
changed. Canada and the United States continued to have
the highest unemployment rates but the increase in the job-
less rate got underway earlier and went farther in the United
States (table 6). Consequently, the US. rate, which had
been below Canada's from 1968 through 1973, exceeded
the Canadian rate in late 1974 and remained higher until

Table 4. Average unemployment rates, selected perioda,
1959-76

(Perent)

Country 1959.9 196064 196Sss9 1970-74 1975-76

United tass 5.4 5.7 3s2 A 8u.
C aada. 5.5 6 4.0 5.8 7.0
Austvraia. 2.1 2.) 1.5 1.9 44
Japn . 1 4 1.4 12 1.3 2.0
Frame . 24 1.5 2.1 2.8 44
Gerw.nv 1.2 A .9 1.0 3.7
Great sritain 3.3 2.6 2 3A 56
Italy . 33 3.0 3.5 3.2 3.4
Sweden .. 1.9 ,1 .5 1 S 23 156
Ratio: highteat

sninwest . . . 44 tOO I5.0 5Ss 5.

t1591 i, die earlier veer ued.

Table5. Highea anda lowes unemployment ans, 1959-76

(Percentl

Difterenoe
(in

Cnnntry Highr nwt pe-"ta
pointa)

United St. .85 (1975) 3.5 119699 5.0
Canada.. 1 191 1976) 3.4 196) 3.7
Australia 44 (t975 1976) 1 .3(1995) 3.1
Japan .. 23 1959) 1.11199) 1.2
Frame 44( 1976) 1t3 1963) 33
Germy ... 3.7 119751) (1965,19561 3.4
Great Britain 4119761 23D (1991) 4.4
Italy .5.0 (1959) 2.4 9t63( 256
Sweden. 217 972) 1.2 11965) 1.5

'1991 to 1975.
NOTE: Yea in patnsnthw
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Table 6. Quarterly unemployment rates, 1970-77
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1977. Increases in unemployment were even more pro-
nounced in other countries; sharp increases in Australian
and German unemployment caused those countries to move
up in ranking. At the same time, since unemployment de-
clined in Sweden, that country displaced Germany as the
country with the lowest unemployment rate. Italy, which
had ranked no lower than founh throughout 1959-74,
moved down to sixth position in 1975-76.

The increases in unemployment in the 1970's have
been attributed to structural change as well as cyclical fac-
tors. Even before the Arab oil embargo, a number of coun-
tries had high rates of unemployment in relation to previous
experience. In all but three countries (Japan, Italy, and
Germany), unemployment rates in the early 1970's were
significantly higher than in the latter half of the 1960's. Ac-
cording to calculations by the Organization for Economic
Cooperation and Development (OECD), unemployment
rates at the end of 1972 in the United States, Canada,
France, and Great Britain were about I percentage point
above the rate prevailing at a similar stage of the previous
business cycle.' The OECD has noted a tendency for un-
employment levels in major industrial countries to in-
crease from cyclical peak to cyclical peak since the end
of World War I.

In Canada and the United States, the faster growth of
the labor supply in the 1970's has been an element behind
the rise of unemployment. In both countries, high blth
rates after 1945 and social factors-higher female partici-
pation rates and the slowdown in the spread of higher edu-
cation-have led to a pronounced acceleration of labor
force growth. In most of Westem Europe, birth rates, fol-
lowing the early postwar baby boom, fell back in the early
1950's. Female labor force participauon has declined or in-
creased slowly in the European countries (chapter 4),
and higher education has not yet reached as large a propor-
tion of the population as in the United States. In Westem
Europe, unlike the United States, the spread of higher edu-

Table 7. Employment growth rates, selected periods, 1959-76

(Pew-ent par val

Cnintrv 1959-76' t960.652 1965-70 t70.74 t974.75 1975.76

United Orates 1.9 1 5 2.1 2 .13 3 .2
Canada ..,. . 2.9 3.2 1 a 2.2
A-ust .. . 2.2 tat 2.7 2.0 - .2 .4
Jn ..... 13 1.2 1.7 5 - .3 a .o
Frite... s a 1.0 1.1 .1.0 3
Genany. .1 .A - .3 - -3.5 .1.1
Great slian .1 a .5 .5 - .7 -.7
tatly ..... .5 to - .3 .t £ .7

-de.n. . . . 2 .9 .7 .6 2.5 .7

t1964-76 fnr A-srr.1a; 1961-76 s.n Saeden.t
196t.5 fn, Swdan.
Nor ava.ilable.

NOTE: Pernant uhanges n-Pntnsed frto the earst revres treed
of th. Iowrith.so.f thSr indeo numbers.

cation has brought about a decline in the labor force par-
ticipation rate of teenagers.

Supply-demand imbalances have consituted an impor-
tant source of difficulty in labor markets in the 1970's. Il-
lustrating this is the fact that several European countries ex-
perienced simultaneous increases in the number of job va-
cancies and the number of persons unemployed, reflecting
growing supply-demasd disequilibrium at the occupational,
industrial, or regional level. Existing statistics do not gen-
erally allow a comprehensive analysis of these imbalances,
but such fragmentary evidence as is available suggesta that
imbalances are increasing in a number of countries.

t

Employment

Canada had, by far, the highest rate of employment
growth durng the persod 1959 to 1976 (table 7). Employ-
ment rose at a rate of over 3 percent a year, and in 1976
there were about 3.7 million (64 percent) more persons em-
ployed in Canada than there were in 1959. Canada was the
only country studied which experienced continuous em-
ployment expansion throughout the period (chart 3).

Employment growth m the United States and Aus-
tralia was also strong. In the United States, annual employ-
ment increases averaged 1.9 percent, and alniost 23 million
(35 percent) more persons held jobs in 1976 than is 1959.
The United States experienced only 2 years of declining
employment, a slight decrease dunag the 1960-61 recession,
and a more dramatic drop in the 1974-75 economic down-
turn. Japan was the only other country with employment
growth of over I percent a year, and 1974 and 1975 were
the only years of declining employnient there.

In the Westem European countries, in contrast, em-
ployment has grown slowly or actually declined since 1959.
In France and Sweden, employment grew by about 0.8 per-
cent a year; in Great Briasm, the growth rate was negligible.
Germany and Italy had declining employment trends. In
Germany, there were 860,000 fewer persons employed in
1976 than there were is 1959.

In the United States, Canada, Japan, and France, em-
ployment growth accelerated in the second half of the
1960's. In Canada, employment growth was particularly
rapid in 1965-68 (3.5 percent annually), but it then fell off
to 2.1 percent per year from 1968 to 1970. In the United
States and Canada, the acceleration which began around
the mid-1960's was attributed to rapid economic growth
combined with a large increase in young persons and wom-
en coming onto the labor market and finding jobs. In Ger-
many and Great Britain, employment began to decline in
the latter half of the 1960's after rising in the first half of

'Orgonin.tion for Economic Cooperation and Devetoptens.
Eronomno lurt-ok. December t973, pp. 
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-
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'Ibid.
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the decade. Swedish employment growth also tapered off.
Italian employment continued to decline, but at a reduced
rate.

In the early 1970's, the rate of employment growth
accelerated again m the United States and Canada. Canadian
employment growth continued to outpace the other coun-
tries. Employment growth was regained in Great Britain,
and Italy's employment began to increase after many years
of decline.

The recessionary period of 1974-75 had a strong im-
pact on employment, which fell in six of the nine coun-
tries studied. The sharpest decline-3.5 percent-was re-
corded in Germany. Only Canada, Italy, and Sweden main-
tained employment growth in 1975. The nse in Italian em-
ployment continued into the recessionary period. Even
with these recent increases, I million fewer Italians were at
work in 1976 than in 1961, the peak year for employment
in Italy.

In 1976, employment continued to fall in Germany
and Great Britain, but rebounded in the United States,
Australia, France, and Japan. Canada's employment growth
slowed somewhat in 1976, and the United States had the
most rapid increase.

Chart 3. A..at P.fern.nt Chow" in CM11rr Employrrwrt, 1fN-7S

Sectoml employment. Generally, with a nation's eco-
nomic development and its progress in industrialization,
the distribution of the employed population shifts from
agricultural to industrial activities, particularly manufac-
turing, and then from these sectors to service activities.

3

Tables 8a and 8b present comparative data on civilian em-
ployment by sector in nine countries for selected years of
the 1960 to 1976 period. During that time, vast long-term
sectoral reallocations of employment continued to take
place in Japan, France, and Italy, with more moderate
shifts occurring in the other countries.

Sectoral employment is significant to the discus-
sion of unemployment because certain sectors are more
prone to unemployment than others. Also, sectoral shifts
can create unemployment by displacing workers in dechn-
ing sectors. Chapter 5 goes into these factors in more de-
tail.

'For a mom detailed aounat soctonf trends incer 1950, sec
Constance Sorrentino, 'Complarn Employment Shifts i t0 In-
dusuialired Counines" Monthly Labor Revie,. October 1971,

pp. 3-11.
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Table BA. Employment by ecanomic sector, sleced yea;n. 1960.76

IThoosand)

Unitd I IGret
Y Ir Stares CaOrda Autnlnia TJapan Franr Geornany |Britain' Igtaly Senden

Total citilian employment

1970.
1971.
1972.
1973
1974.
1975.
1976.
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965.

1970.
1971.
1972.
19733.
1974.
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1976.

1960.
1965.
1970.
1971 .......
1972....
1973
1974.
1975.
1976.

1960.
1965 .......
1970.
1971.
1972.
1973 .
1974.
1975.
1976.

1960....
1965.
1970.
1971.
1972.
19730.
1974.
1975.
1976.

65.778 5.965 NA 43.370 18,712 25,954 24,257 19.877 3.513
71 088 6.862 4,614 468200 19.544 26,418 25,327 18,721 3.673
785627 7.819 5.326 50.140 20.393 268169 24,748 18,460 3,36
79,120 8.107 5,422 50.470 20,511 268225 24.376 18.376 3B.42
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Table 8B. Percent distribution of employment by economic sector, selected years, 1960-76

Unir d| Groat
Y., Sutna Canda Aatralia Jian France Germany Britain InaV

2
S n

Toutl civilian mployment

Each Yer ...... 100.0 100.0 100.0 100.0 1000 1 100. 00.0 100.0 100.0

Agriculnur'

1960 ....... .5 13.3 NA 29.5 22.4 13.0 4.1 329 15.5
1965 ....... 0. .3 10.1 9.7 22.7 17.7 10.9 33 259 11.II
1970 ....... 4.5 7.6 8.1 16.9 14.2 4.6 22 19.4 8.2
1971. 4.4 7.5 7.8 1.5 13.6 6.2 2B 19.2 7.9
1972. 4A 69 7.8 14A 12.9 7.8 2.8 18.0 7.5
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1960 ....... 33A 32.0 NA 28.5 38.1 47.9 47.3 36.6 40A
1965 ...... 4. 3.2 32.5 35.8 325 389. 483 46A 40.9 42.3
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Manutecturing
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1965 ....... 27.0 23.8 29.2 24. 27.7 39.2 36.5 29.0 32.9
1970 ....... 29A 22.3 24.6 27A 27.3 374 36.5 31.9 27.7
197 . .... .7 21.9 24.6 29.9 25.0 37.0 35.8 32.2 27.41972.24.3 31.9 22. 27.3 28.0 36.9 34.8 32.2 37.2
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1971 . 3. 63.1 57.5 48.9 47.7 44.6 53.2 38A 5S.1
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Employment in agriculture declined to all countries,
usually quite rapidly. In conjunction with the growth of
total employment in most countries, this resulted in a sig-
nificant fall in agriculture's share of employment. Great
Britain had the lowest proportion of esmployment in ag-
culture, and the United States ranked second. Large dif-
ferences among countries in the proportion of employment
in agriculture have narrowed considerably since 1960. In
1960 the agricultural sector in Japan was larger, in terms
of employment, than the industrial sector. By 1965, the
industrial sector was larger. In most countries, the rate of
decline in agricultural employment accelerated in the
1960's over the 1950's.

Movement out of agriculture generally increases the
labor supply available for industry and services. However,
rural to urban migration in Italy and Japan actually tended
to curb the total labor supply. Many women and children
who formnerly worked as unpaid farm laborers withdrew
from the labor form entirely when thei families left agri-
culture. Thus, the female participation rate declined to
both countries. (See chapter 4.) In most other countries,
this effect was outweighed by the increasing number of
married women entering the labor force when their children
reached school age.

Employment in the industrial sector-mining, manu-
facturing, and construction-rose as all countries except
Germany, Great Bntain, and Sweden. However, the in-
creases in the United States, Canada, Australia, and France
did not keep pace with overall employment expansion; con-
sequently, the proportion in industry actually declined.
Japan and Italy were the only countries in which the in-
dustrial sector increased itt share of total employment.

In the recessionary period of 1974-75, Italy and
Sweden were the only countries with employment increases
in the industrial sector. In Canada, overall employment
rose, but industrial employment declined.

The United States emerged as the world's first service
economy-over 50 percent of employment in service indus-
tries-shortly after World War II. With some lag, the other
industrial nations appear to be following that pattern. Cana-
da crossed the 50-percent level in 1958, and Australia and
Great Brtain joined the United States and Canada in the
1960's. In the first half of the 1970's, Japan and France
also became service economies. Only Germany and Italy
continue to have more workers engaged is the production
of goods than of services.

Country developments

Unemployment rates are useful indicators of labor
utilization and of economic health. These statistics become
even more meaningful when used in conjunction with other
labor market data. Hours of work, for example, are com-
monly reduced in economic downtums as an alternative to
laying off workers. Some countries, particularly Frmce and
Germany, employ large migrant work forces whose nurn-

bees can be increased or decreased in conformity with de-
mand. Some workers withdraw from the labor force in bad
times, in discouragement over the prospects of obtaining
a job. Sweden has a highly developed system which pro-
vider training and employment to persons unable to find
jobs. These factors and others are considered in the follow-
isg brief cuntry-by-country analyses of unemployment
trends. Charts 4 through 12 show the trends in working
age population, labor force, and employment for each of
the countries.

United Stares. Following post-World War 11 highs of 6.8
percent in 1958 and 6. percent in 1961, joblessness in the
United States moved downward slowly to a 16-year low of
3.5 percent in 1969. In 1970 unemployment increased
sharply to 4.9 percent, and in 1971 it rose further to 5.9
percent. The low point since that time was 4.7 percent in
October 1973. In late 1974 and 1975, the United States

Chart 4. United States: Working-Age
Population, Labor Force, and
Employment, 1960-76
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suffered from its worst economic downturn since the de-
pression of the 1930's. The average 1975 unemployment
rate of 8.5 percent was the highest recorded since 1941. In
1976, unemployment still averaged 7.7 percent of the civil-
ian labor force. In May 1977, the rate fell below 7 percent
for the first time in 21i years.

The rate of growth of the US. labor force has been
much higher than that for Europe and Japan. From 1960
to 1976, the labor force grew at an annual rate of 2.0 per-
cent. Since 1969 the rate of growth has been at least 2.5
percent a year except in the recession yeacs of 1971 and
1975. Despite the severity of the recessions, the labor force
continued to expand, although at a cyclically induced slower
pace. During the 1975-76 expansionary period, the labor
force grew at a much faster rate than in other recovery
periods. The strong labor force growth in 1976 kept un-
employment higher than it might otherwise have been.'
The growth in the labor force in 1976 reflected mainly the
unusually large increase in labor force participation by
adult women. Unlike previous recessions, labor force par-
ticipation rates increased in 1974, remained high in 1975,
and rose to a record 61.6 percent in 1976.

U.S. labor force growth rates and participation rates
would have been higher than those recorded in the reces-
sion years of 1971 and 1975 if increasing numbers of per-
sons had not withdrawn from the labor market when faced
with bleak job prospects. The trend for these discouraged
workers-persons who would have been looking for work
except that they believed they could not find a job-has
generally paralleled the cyclical changes in the number of
jobless. The number of discouraged workers reached an all-
time high of 1.2 million persons in the third quarter of
1975. As economic conditions improved, many of these
persons entered or reentered the labor force. In 1976, the
number of discouraged workers declined to 916,000. How-
ever, in the second quarter of 1977, the number of dis-
couraged workers rose to nearly 1.1 million, the highest
level since the third quarter of 1975.

Employment in the United States rose throughout
the 1960-76 period, except for 1961 and 1975. In 1961,
the decline was negligible; in 1975 employment fell by 13
percent. However, the 1975 decline in employment was
much less than the increase in joblessness because of the
large numbers of labor force reentrants and first-time job-
seekers. Employment growth, which resumed in the second
quarter of 1975, accelerated to 3.2 percent in 1976. By
May 1977, the number of employed persons had increased
by 6.3 million from the recession low of 84.1 million in
Much 1975. More than 40 percent of the increase took
place after October 1976, an average of 380,000 new jobs
per month.

Canada. Canadian joblessness has been significantly higher

eoRbert w. Bednuank ad Stephen St. Marie, "Employment and
U-emptuyment m 1976," Monthly Lbo, Reren. Febraaay 1977,
p. 10.

than in the other industrial nations, with the exception of
the United States. Only in 1965, 1966, and 1967 was un-
employment below 4 percent. Unemployment was below 5
percent in 1968.69, rose to over 6 percent in 1971-72, and
then fell to 5.A percent in 1974. In the following year, an-
employment began rising rapidly and by December 1976
the jobless rate had climbed to 7.5 percent, the highest in
15 years. The unemployment rate continued upward in
early 1977, reaching 8.3 percent in April.

Regional differences in economic structure, employ-
ment, and incomes have remained an obstacle in achieving
lower unemployment in Canada. Jobless rates are highest in
the Atlantic provinces and Quebec, wheae the rates in 1976
were 11.0 percent and 8.7 percent, respectively. In the
most industrialized province, Ontario, the unemployment
rate was 6.2 percent. The Prairie provinces, at 5.9 percent,
recorded the lowest regional rates.

Chart 5. Canada: Working-Age Population,
Labor Force, and Employment,
Adjusted to U.S. Concepts, 1960-76
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Growth in the Canadian labor force has been very
rapid, outpacing all other nations studied in the period
1959-76. Much of the increase resulted from the entry of
young persons and women into the work force. After reach.
ing 5.5 percent in 1966, the labor force growth rate fluc-
ttated within a range of 2.6 to 3.4 percent a year. In 1973
and 1974, the pace of labor force growth accelerated to
above 4 percent a year, but in late 1974 growth began to
taper off. The labor force increased by 3.6 percent in 1975
and by 2.5 percent in 1976. Contributing to these lower
rates of growth was the new immigration law of 1974 that
tied immigration more closely to labor market needs. In
the period 1965 through 1974, the number of new immi-
grants entering the country to work was equal to one-third
of the total increase in the labor force; in 1967 and 1968,
the number was equal to nearly half of the increase. In
1975 and 1976, when the labor force grew more slowly,
new immigrants were equal to 23 percent and 20 percent,
respectively, of the increase in the work force.

Australia. Unemployment in Australia fluctuated within the
low and narrow range of 1.3 to 1.6 percent from 1964, the
first year for which labor force survey data are available, to
1971. Joblessness increased in 1972 to a 9-year high of 2.2
percent of the labor force and remained near 2 percent un-
til late 1974. Between 1974 and 1975, unemployment
doubled. The jobless rate in the third and fourth quarters
of 1975, at 4.6 percent, was a record high for the postwar
period. Employment rose in 1976, after falling marginally
in 1975, but unemployment remained close to 1975 levels
since the rise in employment was not sufficient to absorb
the growth of the labor force. Joblessness increased steadily
in 1977, reaching a new postwar high of 5.7 percent in the
third quarter. In response to the slack in the labor market,
Australia, traditionally a country encouraging immigration,
tightened its immigration laws. Since 1972, persons born
outside the country have accounted for 27 percent of the
labor force.

Japat. Unemployment in Japan has remained lower and
more stable than in the other major industrial nations.
From 1960 through 1974, joblessness averaged 1.3 percent
and never rose above 1.7 percent. However, beginning in
1974, the trend toward labor shortage was reversed. Em-
ployment declined, and in late 1974 unemployment began
moving upward steadily, reaching a peak in the fourth quar-
ter of 1975 of 2.1 percent-the highest unemployment rate
recorded in Japan since 1959. Unemployment remained at
around the 2-percent level throughout 1976 and the first
half of 1977.

As these low rates indicate, joblessness is not highly
sensitive to the demand for labor in Japan. Employers, with
their tradition of lifetime employment policies, prefer to re-
duce working hours, terminate contracts with part-time,
seasonal, and temporary workers, reduce new hires of
school leavers, and encourage "voluntary retirement." Dur-

Chart 6. Australia: Wokleng-Age Population,
Labor Force, and Employment,
Adjusted to U.S. Concepts, 1964-76
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ing the 1974-75 recession, Japanese employers also stepped
up the practice of transferring employees from one job to
another within the same company and setting up special
education and training programs to avoid layoffs of perma-
nent employees. ln 1975, employment of regular workers
increased by 0.5 percent, but employment of temporary
workers and day laborers fell by over 5 percent. New hires
of school leavers were reduced sharply as more than one-
third of Japan's major businesses cancelled plans to hire
college and university graduates.

Most ftrms employing over 1,000 permanent workers
solicited "voluntary retirements" by offering larger than
normal lump-sum retirement allowances. These programs
were aimed specifically at younger women who tend to
resign before their marriage and older workers with about 5
years left before'mandatory retirement. The firms offered
job placement guidance to those "voluntary retirees" who
wished to continue working. Those not placed in new jobs
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Chart 7. Japan: Working-Age Population, tractual and temporary employees. Many of these workers,
Labor Force, and Employment, mainly women, apparently preferred to withdraw from the
Adjusted to U.S. Concepts, 1960-76 labor force rather than look for anotherjob. Thus, thelabor

force participation rate varies with the Japanese business
cycle, and recorded unemployment does not appear to be
a highly sensitive indication of the number of persons who
would seek work if jobs were available.

10.0 ; e ~w France. In the early 1960's, unemployment in France re-
mained below 2 percent of the civilian labor force, with a
low of 1.3 percent in 1963. In 1967, the economy slowed
down and the French jobless rate moved upward to 2.0
percent. Joblessness continued to move toward the "warn.
ing point" set forth in the government's economic plan-
260,000 persons registered as unemployed-which would
amount to an unemployment level of nearly 3 percent (ad.
jasted to U.S. concepts) and in May 1968 a crisis develop.
ed. Student riots and workers' strikes itumobilized the na-

Chart 8. France: Working-Age Population,
S A If i -i~v S5D- D> g i; 5 ;DL5 ID ,,dLabor Force, and Employment,

Adjusted to U.S. Concepts, 1960-76
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were eligible to collect unemployment insurance benefits S 0
while jobseeking. Persons 55 years of age and over are eli-
gible to collect benefits for up to 300 days.

Under the Employment insurance Law of 1975, the 25
Japanese government subsidized enterprises which kept
employees on the payroll rather than laying them off. This
employment adjustment grant enabled enterprises in in-
dustries designated by the Minustry of Labor as economically
impacted to pay up to 90 percent of the worker's basic 20
wage for 6 months with a 3-month additional extension. In
small and medium-size firms, the government subsidy
amounted to two-thirds of the worker's wage; in large-size
firms, one-half of wage costs were covered. Approximately
one-third of all Japanese workers were eligible for such 15
compensation during 1975. 1960 1964 1968 1972 1976

The Japanese labor force declined in 1974 for the
first time in the postwar era This decline was attributed to
recession-induced labor force withdrawals of laid-off con-
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tion. After the spring strikes, economic activity picked up
as industry filled back orders and attempted to meet the
increased consumer demand created by the sharp wage in-
creases of the strike settlement. Unemployment declined
in 1969, but then rose to around 2.8 percent in late 1970.
It remained at this level until the end of 1974, when job-
lessness rose sharply in response to strikes in public enter-
prises and agencies and progressively tightening anti-in-
lation policies. In 1975, unemployment rose by almost 40
percent. This was equal to the rise in 1968, but the 1975
increase came on top of an unemployment level that al-
ready exceeded the 1968 rate. Joblessness continued to
expand in 1976 and 1977. A postwar high of 5.8 percent
was recorded in the third quarter of 1977.

In response to the higher levels of unemployment, the
French government halted immigration from outside the
European Community in June 1974 and tightened controls
on illegal immigration. Employment of foreigners with or
without work permits became more strictly monitored. In
1973, foreign workers had constituted about 10 percent of
employment in FPmnce.

Another response to rising unemployment was the en-
actment of a new unemployment compensation program
financed jointly by employers and employees, with initial
funding provided by the government, whereby workers laid
off for economic reasons are paid 90 percent of their form-
er gross wage for up to I year unless they are reemployed:
This program became effective January I, 1975. By mid-
1976, approximately one of every eight persons regis-
tered as unemployed was receiving this high benefit rate.
The amount and duration of official assistance for workers
on short-time schedules was also increased. The government
subsidized 90 percent of employer-paid supplementary as-
sistance for workers on short time. The number of workers
partially unemployed peaked at 385,000 in November
1975, and more than 1.4 million days were compensated
for by unemployment assistance. In 1976, the situation
showed a marked improvement. The number of persons on
short time declined from 300,000 in 1975 to 132,000, and
7 million days were paid for compared to 15 million days in
1975.

Other measures to promote employment were govem-
ment subsidies and financial iscentives. The subsidies were
aimed at encouraging the training of unemployed 16- to 25-
year-olas. Subsidies for training programs of at least 6
months provided up to 100 percent of training costs plus
the minimum wage. The fsancial incentives were made
available to firms hiring, for at least I year, young persons
in search of their first job or persons unemployed more
than 6 months.

Gerrmany. During Gemiany's labor shortage of 1960.66,
even normally inactive handicapped and older workers
were integrated into the labor force. Unemployment was

below I percent from 1961 through 1966, falling to the
extremely low level of 0.3 percent in 1965466. After these
years of sustained growth, the Germany economy began to
slow down in mid-1966. In 1967, for the first time in the
history of the Federal Republic, real output fell short of
the level of the preceding year. The unemployment ate
more than quadrupled, rising to 1.3 percent in 1967. Em-
ployment of German nationals dropped by over 500,000
in 1967, and almost 300,000 foreign workers left Germany
between mid-1966 and mid-1967.

Recovery from the recession was rapid. Labor short-
ages soon reappeared and the labor market became increas-
ingly tight. By October 1969, over seven vacancies were re-
ported for every one person registered as jobless. Foreign
workers returned to Germany as the economic picture bright-
ened. Unemployment again fell below the I-percent level in
1969-73.

Chart 9. Germany: Working-Age Population,
Labor Force, and Employment,
Adjusted to U.S. Concepts, 1960-76
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Growth in industrial output leveled off in 1973, and
the labor market began to show signs of easing. The Arab
oil embargo in November accelerated the deterioration,
causing an interruption in German industrial production.
Many firms curtailed production and introduced short-time
workweeks. The number of workers receiving compensation
for short-time work rose sharply to more than 300,000 in
February 1974. By February 19

7
5, a new high of almost I

million workers were on short time. Despite an average of
more than 770,000 workers on short time, employment fell
by 890,000 in 1975-which exceeded the increase in unem-
ployment by 400,000. The average number of unemployed
persons in Germany more than quadrupled between 1973
and 1975, and averaged 3.7 percent of the labor force in
the latter year. In 1976 and 1977, joblessness leveled off at
3.6 percent.

Since the late 1950's, the German work force has
been supplemented by an influx of foreign workers who, at
the peak of the inflow in 1973, constituted 10 percent of
employment. Labor shortages and highei wages in Germany
and lack of job opportunities in Southem Europe made the
German labor market increasingly attractive to migrants.
During periods of recession, foreign workers add an element
of flexibility to the German labor market. (See "Labor mi-
gration" in chapter 5.) In November 1973, a ban was pass-
ed on recruiting foreign workers from outside the European
Community. Foreign workers were reluctant to leave Ger-
many bemuse they believed that they would not be able to
retum .

In late 1974 and early 1975, the German government
introduced measures to reduce the number of registered un-
employed foreigners by requiring them to accept jobswhich
paid less than their former wages or unemployment com-
pensation. If two such offers were refused, these workers
could no longer collect unemployment benefita. Other
efforts to linit employment of migrants included the pre-
ferential hiring of German nationals, denial of work permits
to dependents of migiants, stiffer penalties for illegally em-
ploying aliens, and restrictions on the right of immigrants
to settle in areas where foreigners constitute more than 12
percent of the population. In response to these restrictions,
the number of foreign workers continued to decline in
1976, while employment of German nationals began to rise.
By mid-1976, the number of migrants in Germany had fall-
en to 1.9 million, which was about the number of migrants
in 1970.

Great Britain. The jobless rate in Great Britain was below 3
percent during 1959-66 except in 1963, when slackness in
the economy was aggravated by a particularly severe winter
which disrupted outdoor work. However, in 1967 the un-
employment rate rose above 3 percent as measures to al-
leviate serious deficits in the balance of payments took
priority over the full-employment goal. A wage and price
freeze in July 1966 was followed by even more stringent
measares, including devaluation of the pound in 1967. Un-
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Chart 10. Great Britain: Working-Age Popula-
latnon, Labor Force, and Employ-
ment, Adjusted to U.S. Concepts,
1960-76

employment was in the 3- to 3.A-percent range until 1971
when it jumped to 3.9 percent as British firms engaged in
the biggest work force cutbacks since the depression.

5
The

drastic "shake-out" of labor was in response to sharply ris-
ing labor costs and slackening demand. Some of the cut-
backs were viewed as a delayed reaction to the slow growth
of the late 1960's.'

Unemployment rose throughout 1971 and into 1972.
In February, millions of workers were laid offas a coal strike
caused the Government to decree emergency power cuts for
factories. The 1972 unemployment rate of 4.2 percent was

t
See "Heatt Tghtmening Unemployment." The Wabif-ert Pao.

December 6, t971, p. D) 12, and "B'itain' Jobles A Rapid Rise,"
tU.S. Newaad World Rpar, May 24, 1971, pp. 84-85.

Bmitisth Ceteal Staustioa Ottire, Eaoomsic Te-ds, May 1971,
P. ii.
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the highest yet in the postwar era. Economic growth accel-
erated in 1973 and unemployment moved back down to
3.2 percent. However, unemployment began to rise again
with the beginning of the oil crisis in the autumn of 1973.
The Arab oil embargo, combined with labor disputes in the
coal and electricity industries, brought about the imposi-
tion by the Government of a 3-day workweek inearly 1974.
In January 1974, the number of workers temporarily laid
off and receiving unemployment compensation was over
900,000, up from only 8,000 in December. Most of these
workers were not counted as unemployed since they did
tome work during the week. The number of persons on
temporary layoff fell back to more normal levels in April
and May as industry returned to full workweeks.

In 1974 and 1975 British output declined and in
1976 it rose only slightly. The situation deteriorated mark-
edly from the spring of 1976 onwards, and the second half
of the year saw slow growth, accelerating inflation, and a
growing foreign deficit. Faced with such developments.
economic policy was tightened increasingly from spring on-
wards, and unemployment responded by reaching a post-
war high of 6.4 percent, up from 4.7 percent in 1975. In
1977. unemployment rose further, averaging 7 percent for
the first three quarters.

After rising slowly in the 1960's through 1966, the
British labor force began to decline in number. By 1971,
it was more than 600,000 below the 1966 high. British pro-
jections for the period, assuming the demand for labor to
remain at the 1964-66 level, had indicated continued slow
increases in the work force. Therefore, the decline ap-
parently reflected withdrawals from or nonappearanoe in
the labor market of persons discouraged by the bleak job
situation. Since 1971, the labor force has been increasing
by up to 0.5 percent a year as a result of increased partici-
pation by married women. However, employment has not
grown since 1974.

Italy. After reaching 5 percent in 1959, the Italian unem-
ployment rate fell to a low point of 2A percent in 1963,
but the decline was accompanied by a sharp increase in the
consumer price index.' Stringent anti-inflationary measures
were taken beginning in the summer of 1963, but unem-
ployment did not begin to increase until the spriang of 1964.
It continued to increase, reaching 3.8 percent in 1966, the
highest rate since 1960. Economic growth picked up strong-
ly in 1967 and joblessness ranged between 3.1 and 3.4 per-
cent until 1972, when it rose to 3.6 percent in lagged re-
sponse to the lengthy recession which began in 1970.

By the second quarter of 1974, unemployment had
fallen to 2.5 percent. However, in mid-1974, the Arab oil

'Estimates of tie evet of uae-pltymeat fcem 1959 to 1972
asedeied less reliable than thorn for 1973 onward bemuse they

ae based partly on adjustment factors derived fras aveyrs for bttr
years (See appendix B.) Howver, this probably does not hare
large effct on the yea-toiye-r trend in uneseployment.

embargo, spiraling inflation, and the instability of the gov-
ermnent all combined to create a crisis. Industrial output
fell and the jobless rate rose, reaching 3.4 percent in the
second quarter of 1975. The drop in output in 1975. as
measured by gross domestic product, was the sharpest
among the nine countries studied. Unemployment rose to
3.8 percent in the third quarter of 1976, and averaged 3.6
percent for the year. Unemployment declined in the first
half of 1977, but rose sharply back to 3.6 percent in the
third quarter.

Unemployment does not fully reflect the degree of
labor undeutilization in Italy. Agreements reached between
management and labor have helped to share the burden of
recession by encouraging partial rather than full unemploy-
ment. The employer-financed Wage Supplement Fund
allows employers to reduce production while maintaining
employment by placing workers on shorter hours and pay-
ing supplements amounting to 80 percent of loit gross earn-

Chanr 11. Italy: Working-Age Population,
Labor Force, and Employment,
Adjusted to U.S. Concepts, 1960-76
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hll. In 1975, over 350 million hours, more thin double
the 1974 level and approximately II percent of total hours
worked, were compensated for by the fund. Consequently,
the deterdontion in the demand for labor in induotry is
inItially reflected by a decline in working hours and a dse
in the number of persona involuntarily working part time,

Employment increased for the fourth consecutive
year an 1976, a reversal of the general decline of the 1960's.
The recent rising trend in employment can be attributed
partly to the extensive use of shortened workweeks and the
rapid growth of the service sector,'

The Italian labor force has also been on the rise since
1972, after declining by 9 percent since 1960. The labor
force participation rate, however, continued to decline en-
til 1974 when an upturn in the female rate compensated for
a continuing decline in the male rate. Wsth less than half of
the working-age population in the labor force, Italy has the
lowest participation rate among the major industrial nations.
(See chapter 4.)

Chaet 12. Sweden: Working-Age Population,
Labor Force, and Employmrent.
AdJusted to U.S. Concepts, 1961-76
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Table 9. Sweden: Effect of lebor market programs on
unemployment. electedyeo. 1961-76

(Nonttbrr in thtou raodl

U-Motmett
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adjusted to Number of labor market
US. rooapts panons in lbor PrOtrasc

Yer market progrri paroont of
Numbetr Rats cthilien labor

Ipercentl) torc

1961 62 14 15 1.9
1965 44 1t2 33 2.1
1967 79 2.1 48 3.4
1968 as 2.2 63 3.9
1969 72 1 9 6b 4.1
1970 99 1.9 70 3.3
1971 101 2. 83 4.6
1972 107 2.7 103 s.3
1973 s9 2.5 112 5.3
1974 o0 2.0 102 4.5
1975 67 1 9S 3.9
976. 66 16 1t2 4,3

'Monthly aer.ag of pareon. in training f.r labor market r..sone,
mork training programs., pubilo rliit mok.- rhive mark and reliet
work to. mueieian.. and hte.trad end semi-hltered workahop.

SOURCE: National Labour Market Badrd. Anbam tkadro-
ictik (Labor MIrknt Stafstti.),arloue (ouae end BLSslimione

Sweden. Throughout the period since the Swedish labor
force survey was begun in1961, unemployment has averaged
about 2 percent, ranging from 1.2 percent (1965) to 2.7
percent (1972). Labor market developments in Sweden dif-
fered markedly from the trend in other industrial countries
during the recent international recession. While most other
industrial countries were deep in the throes of recession,
Sweden's unemployment rate fell from 2 percent m 1974
to 1.6 percent in 1975 and 1976. Swedish output grew
slowly during the 1974-75 period, while output was fall-
ing sharply in the other countries. A tendency of Swedish
enterprises to hoard labor in anticipation of an uptum in
the world economy helped to maintain employment.' In
addition, the number of persons in relief works and train-
ing programs was kept at a very high level.

In Sweden, "active labor market" policies are highly
developed and provide a comprehensive system of institu-
tions for retraining and relief works. Sweden's training pro-
gram is the largest in the world relative to the size of the
labor force; Sweden is the only country which debberately
uses adult training programs for countercycDical purposes.
The Swedish Labor Market Board acted quickly in the
1967-68 and 1971-72 recessions to meet the unemploy-
ment problem, and its program kept the jobless rate from

e'Te high icid-co af wotk done at home in ltray, which gao:
vot-uIy uorecorded, is another etement to contidrr when intorprpt
Ing employment statistics Putly as a resut of trgislutioo patssed in
1973, home worke. hve been increasingly thking up recorded em-
playm.et. S. Economic Surreys: /Idy (Pari, Org nizuron for
Ecooomic Cooperation snd Dtevopment, Jtnuony 1976), p. 14.

'The Swedibh Economy, Pnllre.oay Nariand Badget (Stock-
holm, Economii Deparunmt, ttudstry of Fionao., 1976), p. 

97
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moving higher. Table 9 shows the effect of the Swedish

labor market progses on unemployment rates In selected

years of the 1961-76 period. This table shows that Sweden's

unemployment rate was about 1.5 percent in both 1961

and 1976. However, the great expansion In the number of

persons in labor market programs, from 15 DM to 112W,0,

indicates the potential for a large impact on the unemploy-

ment rite. Without the extensive traininr and relief pro-

grarns, the unemployment rite might have been slightly

higher in 1961 and considerably higher in 1976.

Although there has been little organized recruitment
of foreign workers, they constitute about 6 perrent of the

Swedish labor force. The majority of these workers come

from the nearby Scandinavian countries-Finland, Denmark,
and Norway. The predominance of Nordic workers is due

to the Convention on a Common Labor Market which allows

free movement of labor among the Scandinavian countries.
Since a cyclically related outflow of migrants in 1973, the

number of aliens employed in Sweden has risen slowly.
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Chapter 3. Unemployment by Age and Sex

In the United States, unemployment rates vary widely can men. The pattern of unemployment by age and sex in
by age and sex. Teenagers characteristically have the high- the other major developed countries often parallels the U.S.
est unemployment rate of any age group in the labor force; experience; however, there are some significant differences
workers age 55 and over have relatively low jobless rates: which are pointed out in this chapter.
and, throughout the post-World War If period, American Table 10 presents unemployment rates by age and sex
women have had higher unemployment rates than Amen- adjusted to U.S. concepts for the nine countres covered in

Table 10. Unemployment rates by age and sex, 1968, 1970, and 1974-76

(Pernen s at niivlian latbor Iamel)
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Tame 10. Unemployment rates by age nd ax, 1968,1970, en 1974-76-Continued
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this report. Data are shown for selected years of the 1968-
76 period. British statistics on unemployment by age and
sex could only be shown for years when the General House-
hold Survey was available. For Italy, data could not be ad-
justed to U.S. concepts by age and sex. To provide some
basis for comparison, figures from the unrevised Italian
labor force survey have been shown in table 10. It is not
possible to indicate how well these figures approximate un-
employment by age and sex under US. concepts. The data
exclude many persons who were seeking work but who did
not respond that they were unemployed; on the other hand,
the data include a large number of persons who took no
active steps to find work in the past 30 days. (See appendix
B.) It should also be noted that the data for France and
Germany relate to one month in each year and are not
seasonally adjusted.

The year 1968 was one of relatively low unemploy-
mend in the United States, Canada, Australia, and Japan,
but one of relatively high unemployment, for the 1960's,
in the European countries. Of the years covered, 1975 and
1976 were the ones of highest unemployment in all coun-
tries except Italy and Sweden.

Four age groups are shown-teenagers, 20 to 24 years,
25 to 54 years, and 55 years and over. However, for Great
Britain, a breakdown of teenagers and 20- to 24-year-olds
could not be made in 1973 and 1974; for France, this break-

' Frnoh data er tor Man h of ersh year.
oGrrnan data ar ta, April of t968. 1970. end 1974, end tor

May of 1975 and 1976.
1tlien dat. are not adia.tad to u.s.-eoenept.

NOTE: See wpav5di C tar , -thuds of edjstnetnt to U.s.
e.pe.te by asa and Mn.

down could not be made for 1976. The lower age limit for
teenagers has been adapted to the age at which compulsory
schooling ends. Appendix C discusses the methods of adjust-
ing each country's unemployment rates by age and sex.

Teenage unemployment

In the United States, young workers have had sub-
stantially higher rates of unemployment than adults. In
fact, in every year since the end of World War 11, in re-
cession and prosperity alike, teenagers have had the high-
est unemployment rates of any age group in the labor
force. The casual methods teenagers use to find jobs, their
frequent entrances and exits from the labor market, and the
limited horizon of theii job search activities are major con-
tributing factors.' Amercan teenagers change jobs more
frequently than adults and often experience unemploy-
ment between jobs. Also, the large proportion of in-school
teenagers who seek part-time or part-year work contrib.
utes to high youth unemployment in the United States.
Some of the major factors affecting youth unemployment
rates in the United States and abroad are discussed in chap-
ter 5.

ryourh V.n-mpiny. andMMiiun WFaces, Bt.S Buntin t657,
(Burasu of Labor Sutisum, 1970), p. 4.
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Table 11. Ratios of teenags to adult uneimiploymant retes', 1968, 1970. sid 1974-76
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'R.tio of tlnnes unemplovrent rte to unPlwnonm t te
for P rso.. 25 to 54 Vyn. of ae.2

N., available.
'1971.

In comparison with most other countries, teenage un-
employment rates in the United States are relatively high
(table 10 and chart 13). In the United States, Italy, and
Canada, teenage unemployment rates were higher than 10
percent in all years studied. Unemployment of Australian
and French teenagers exceeded 10 percent for the first time
in 1975. Japan, Germany, and Sweden had the lowest
levels of teenage unemployment during the period studied.
These countries also had the lowest overall unemployment
rates.

Germany's teenage unemployment rate of 3.8 percent
in April 1968 was high by the standards of earlier years of
the decade, when teenage unemployment was I percent or
less. The German recession of 1967 hit teenagers the hard-
est. According to a report from the American Embassy in
Bonn, a wave of cyclical dismissals largely affected youths
with a low level of education working at unskilled jobs
which had offered relatively high pay during the boom peri-
od. The need for employers to economize during the reces-
sion led to the cancellation of many odd jobs filled by the
unskilled youths. By 1969, Germany was again experienc-
ing labor shortages, and in April 1970, teenagers had an
unemployment rate of only 2 percent. By 1974, the teen-
age jobless rate was still under 3 percent. However, a sharp
increase occurred in 1975, and teenage unemployment rose
further to over 7 percent in 1976, the highest teenage rate
ever recorded by the German Microcensus, which began in
1957.

Youth unemployment m Japan was under 3 percent
throughout 1968-74, but moved upward sharply in 1975.
76. The 1976 rate of 4.1 percent, however, was still the
lowest of any country studied. There is a strong preference
by employers for hiring new high school graduates in Japan,
as shown by the iiormally highly favorable job vacancy
situation for graduates. Lifetime employment contracts
insure that youth wages are low relative to those pf adults
and that youth tumover is low. Also, teenagers account for
a very small and declining proportion of the labor force in
Japan.

4
6aa on date shieCh hane .n been adjustld so U.S. coea:ptr.

SOURCE: Table 10.

Teenage unemployment rates are, of course, affected
by the overall job Situation in each country. Therefore,
comparative ratios of teenage unemployment rates to un-
employment rates for 25- to 54-year-old adults are shown
in table 11 and chart 14. Such ratios may be affected by the
general level of unemployment, but they more accurately
reflect the relative problems ofyouth unemployment among
countries. In all years studied, Italy had the widest teenage-
adult differential.' In 1968, teenage unemployment was 6
times as high as adult joblessness. Teenage unemployment
in Italy was down slightly in 1970, but the differential
widened so that youth unemployment was 7 times the
adult rate. By 1974.75, the differential had grown to over
10. In 1975, Italian teenagers constituted 6 percent of the
labor force and 32 percent of the unemployed. Problems of
teenagers in the Italian labor market are intensified by a
high dropout rate from school. Over half of Italian youths
entering the labor market have not completed high school.

The United States also ranked high in terms of the
teenage to adult ratio in 1968 and 1970, with teenagers ex-
periencing 4.5 to 5.5 times the unemployment rate of
adults. However, in 1974, Australia, France, and Sweden
moved above the United States. In US. recessionary peri-
ods, the gap between youth and adult unemployment rates
usually narrows. Thus, the ratio declined from 4.5 in 1970,
to 4.2 in 1974, and to 3.1 in 1975. In contrast, between
1970 and 1975, the ratio of teenage to adult unemployment
rose sharply in Australia, France, Italy, and Sweden.

Canada had relatively high youth unemployment
rates, but a relatively low ratio of youth to adult unemploy-
ment. The ratio was about 3 to I so each year and was lower
than in Australia, France, Germany, and Sweden where the
overall level of unemployment and teenage unemployment
rates were much lower.

Great Britain and Japan are the countries with the
lowest ratios of teenage to adult unemployment. Data from

2
The Iblliaa data aere not adjusted to U.S. conmept.
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Chart 13. Youth Unemployment Rates, 1968 and 1976
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the 1975 European Community labor force survey indicate
that the youth-adult differential remained at about 2 for
the United Kingdom (Great Britain and Northern Ireland).
The differential has been in the 2.2-2.6 range in Japan. The
ability of the British to keep youth unemployment relatively
low, even during a recession period for the economy, is
related to the special efforts made to help bridge the transi-
tion from school to work. British teenagers are assisted by
widespread counseling, guidance, and job orientation pro-
grams in the schools, and a separate employment service
for oat-of-school youth. The 1,500 officers of the Youth
Employment Service in Great Britain provide individual
counseling to the great majority of school leavers and help
place a significant number of them in their first job. (See
chapter 5.)

Unemployment of older workers

In the late 1940's and early 1950's, the unemploy-
ment rate for U.S. workers age 55 and over was somewhat
higher than the rate for workers in the primary working
ages of 25 to 54. Beginningwith 1957, however, the unem-
ployment rate for older workers has been either at the same
level or lower than the rate for 25- to 54-year-olds. In 1970,
for example, older workers had a 2.8-percent unemployment
rate; workers age 25 to 54, a 3A-percent unemployment
rate. The figures shown in table 10 for the eight foreign
countries are based on only a few years' data, but they in-
dicate some similarities and some dissimilarities with the
U.S. older worker pattern.

Older workers in Italy have much lower unemploy-
ment rates than workers in the primary working ages. In
the years studied, the unemployment rate for Italian work-
ers 55 and over was only about half the rate for persons age
25 to 54. The very low unemployment rates for older work-
ers in Italy are related to the fact that very few persons over
55 remain economically active. The labor force participa-
tion rate for older Italians was only about 25 percent in
1968 and it has since declined. Italians over age 55 have the
lowest participation rate among the major developed coun-
tries.

Similar to the U.S. pattern, unemployment rates for
older workers in Australia appear to be at about the same lev-
el as or somewhat lower than the rates for workers in the pri-
mary working ages. Japanese unemployment rates for old-
er workers were about the same as or slightly higher than the
rates for 25- to 54-year-olds in 1968 and 1970. However,
in 1974-76 the differential widened. In Germany, workers
55 and over had a higher unemployment rate than workers
in the primary working ages in April 1968, a persod of
relatively high unemployment for Germany. However, with
the reappiarance of labor shortages, older workers were
easily absorbed. By April 1970, theft unemployment rate
was as low as that of persons aged 25 to 54; since April
1974 it has been lower. In contrast to the other countries,

Chart 14. Ratio of Teenage to Adult
Unemployment Rates, 1968
and 1976
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older workers in France, Great Britain, and Sweden appear
to have unemployment rates significantly higher than those
of workers in the primary working ages. This was also true
for Canada in 1968 and 1970, but in 1974 the unemploy-
ment rate for older workers was about the same as the rate
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for 25- to 54-year-olds. In 1975-76, the jobless rate for old-
er workers moved well below the rate for 25- to 54-year-
olds.

The preceding analysis based on data for all workers
55 and over obscures a sharp difference in the unemploy-
ment experience of older men and older women relative to
persous in the primary working ages. Prior to the 1974-75
recession, men 55 and over usally had higher unemploy-
ment rates than men aged 25 to 54. Women 55 and over,
on the other hand, generally have unemployment rates at
about the same level as or lower than women aged 25 to 54.
The only exception is Sweden, where older women usually
have had higher unemployment rates than women in the
primary working ages.

Differences among the countries in the unemploy-
ment experience of all older workets are partly explained
by this contrast between men and women 55 and over. The
relatively high unemployment rates for older workers in
Canada (1968 and 1970), France, and Greai Britain-com-
pared with workers aged 25 to 54-stem from relatively
high unemployment rates for older male workers.

Unemployment by sex

In the United States, Australia, France, Gernany,
Sweden,

3
and Italy, women are more likely to be unem-

ployed than men. There do not appear to be any signifi-
cant differences between male and female unemployment
rates in Japan, except among teenagers. Teenage girls have
lower unemployment rates than teenage boys in Japan.

In Great Britain, unemployment was higher for men
than for women in 1973, but the rates were about equival-

a1loe Sweden, the higher male unemployment ltte m 1968 win an
exception. From 196t through 1967 and 1970 thrugh 1976, female
unemployment rates were higher than the male rate,

ent in 1971 and 1974. The higher male rates in 1973 are
largely attributable to the high unemployment rate for men
55 years of age and over. The 1975 European Comunuity
labor force survey indicated that the unemployment rate
for women (5.2 percent) was I percentage point higher
than the rate for men (4.2 percent) in the United Kingdom
(Great Britain and Northem Ireland).'

In Canada, the former labor force survey consistently
recorded significantly higher unemployment rates for men
than for women. However, the revised survey, which con-
tains more probing into labor force status, found that fe-
male unemployment was much higher than male unemploy-
ment in 1976. Revisions on the new basis for earlier years
indicate that unemployment rates for women were slightly
lower than for men in 1968 and slightly higher in 1970. A
Canadian researcher attributed the lower unemployment
rates for women recorded in the 1960's to the fact that
Canadian women were less fully committed to labor force
activity than were women in other industrial countries.'
Thus, Canadian women tended to bypass unemployment
when both entering and leaving employment.

Women in the United States have higher unemploy-
ment rates than men largely because of higher rates for
women in the prime working ages of 25 to 54. Since 1964,
teenage girls have also had a somewhat higher incidence of
unemployment than teenage boys, except during 1975-76.
The pattern in Australia, France, Germany, and Sweden
appears to be similar, with women 25-54 and teenage girls
having higher unemployment rates than men in these age
groups.

'The EC survey re.tt shoald be domly omparable to the nmes
shown in table s for Great Britain. The 1973 EC muey indiated
in unemployment rate of 3.6 perrent for Briish men and 2.6 pee-
rest for British women. Sm appendix E for a description of the EC
-sisey.

SSylvsi Osoy. U-lemploymet i Canada (Ottaw., Domiion
Bme uof Statisti, 1968), pp. 5-7.
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Chapter 4. Participation Rates and Employment-Population Ratios

The labor force participation rate is she proportion of
the population of working age that is in the labor force. For
example, the 1975 civilian population age 16 and over in
the United States was 151,269,000 and the number of per-
sons in the civilian labor force was 92,613,000;consequentdy,
the civilian labor force participation rate was 61.2 percent.'
The main economic interest in participation rates lies in
their usefulness in explaining fluctuations in the labor force.

The employment-population ratio is derived by
dividing civilian employment by the civilian working.age
population. Thus, the employment-population ratio is the
major component of tUe labor force participation rate, the
only difference being that the numerator of the employ-
ment ratio excludes unemployment.

For certain purposes the employment-population
ratio may be a better indicator of the labor market than the
traditional measure, the unemployment rate.

2
Employment

is a more precisely measurable condition than unemploy-
ment and, since it is much larger, it is subject to smaller
relative statistical error. Seasonal adjustment is more accu-
rate since seasonal changes are relatively small. Also, the
labor force itself may fluctuate seasonally, in contrast to
the population, which incorporates no seasonal movements.
While the unemployment rate is potentially subject to wide
variations as a result of special developments leading to
growth or contraction in the labor force, the employment-
population ratio mcludes a more stable base for a measure
of labor market activity.

Since participation rates and employment-popula-
tion ratios ae closely related by defsiition, they are in-
fluenced by similar factors and show similar long-term
trends. Over the long term, both measures are chiefly in-
fluenced by structural factors of a social and economic
character: Trends toward longer years of schooling, early
retirement, and changing attitudes toward the role of
women. In the short term, changes in these rates largely
reflect fluctuations in business activity. The rate of par-
ticipation of some segments of the population-young

'The U.S. hboe form partinpation rate a asuaili pubhshed in
terms of the total popaition end labor force over se 16, including
the Armed Forms. tn 1975, the puaticipaion rate including the
Armed Frmes was 61.8 percent. Civilian prtiiption rates ir
aua-yaed in this mection for purpwses of usternational msprbitysa-.

'J... E. McCarthy, "Empilyment and Itatasltn in Maier in-
dustria Counuies," The Conferene, Berrd Wkaidbaai-,se Perrper-
riesr Na. 28, (August 1975), p. 4. See tim Jauius ShisAin, "Employ-
ment and Unemplymest: The Doughnut or the Hoai?' Monthly
Laobo Reri~e, February 1976, pp. 3-ill.

people, women, the elderly-may vary considerably depend-
ing on the labor market situation, usually tending to rise
in periods of high demand and fall in penods of slack. In
periods of economic downtum, there is normally a nega-
tive impact on participation rates due to discouragement
of marginal workers. Working in the opposite direction,
however, unemployment affecting the prnecipal income
earners of households may encourage previously nonactine
members to seek employment. (See section below on cy-
clical trends.)

Unlike the long-term trends, short-term movements m
participation rates and employment-population ratios may
diverge. Thus, an expansion in the labor force may cause
the participation rate to rise, while the employment ratio
holds steady or falls because the number of persons seeking
work increases even faster than the number actually finding
jobs.

Table 12 presents civilian labor force participation
rates by sex adjusted to U.S. concepts for nine countries.
Data are shown by sex because the overall rate masks marked
differences in the trends for men and women. All participa-
tion rates are annual averages except those for France,
which are for March or October as indicated on the table.
Employment-population ratios for nine countries are
shown in table 13. These figures have not been shown sep-
arately by sex, but the long-term trends would be quite
similar to the participation rate trends by sex.

Comparative levels and trends

The overall labor force participation rate in 1976 was
over 60 percent in the United States and five other countries.
Sweden had the highest activity rate at 65 percent. Italy,
with 48 percent of the working-age population economically
active, had the lowest activity rate in the industrialized
world. The rankings by employment-population ratios
were about the same as those by participation rates.

Australia and Japan had the highest male activity
rates-81 percent-and Sweden had, by far, the highest fe-
male rate at 55 percent. Italy and Germany had the low-
est rates for men and Italy had the lowest rate for women.
The female activity rate in Italy was only about one-half
of the rate in Sweden.

Only the United States, Canada, and Sweden had
higher overall activity rates in 1976 than in the early 1960's.
Based on data since 1964, the trend in Australia has also
been upward. For these countries, sharp increases in female
activity rates more than offset falling male rates.

41



85

Table 12. Labor fore paf icpatiom rame by mx, 1960.76
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77.5
76.3
75.5
74.5
74.1
72.6
71.771.3

71.0
705

33.5
33.5
33.0
31.2
30.1
28S
27.4
27.4
27.2
27.1
26.8
26.6
25.7
26 .1

26B
269
27.6

(3)

63.2
63.9
64.4
63.0

62.8
63.1
62.2
62.4
62.3
62.9
63.2

63.1
63.0
63B.
64.5
65.3

(3)
83.3
83.0
82B.
81.2
80.7
60.2
79.1
78.5
77.5
77.2
76.
76.1
75.7
75.7
76.0
75.8

(2)
43.4
45.5

45.8
456

45.
460.
47.6
49.0
50.0

0.5
50.
52.4
54.2
55.2

'E.m .m by BLS an n- m - nay dnini-t. Canada ho h m NOTE: Dt rWla. the oMlian Idor (ens. f -1mrkina W .a

mantle. bok I. 1966 an thn n- b-Wa. * p-oat of tha eMi-. pmpoatie. 01 mnktdn n. Wrk).. qw
a dafind . 16-.-rd. and aWn in the Uniad Steom, F.a-a,

'Nnt lat. nd Smdan; I5 -r-d. and an, ln A ,ali., Canad. G- .an
3

Da fto Oennbar of 190. 1962. 1964, ad 1968. Data f dl and pn,; and 14y-rndt and aWn, in Ital. Fon Goa Briain.

nnhe, samoa- fnor M..h. San loa q t 1imi. _ an.d frat- 15 na 16 in 1973.
4

PmiimiarV m6ma.
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Table 13. Employment-population ratios,
t

1960-76

United Great
Yea, Staten Cnda Australi Japan Frenn Grmany rit Italy Sweden

1960 ........ 56.1 52.6 3 see 59A 59.4 soS (3)
tO~~~~t .~~ . 252.4 tt 66.6 56.1 59.6 59.7 55.6 6.

1962 ........ 55 22 () 660 57.1 59.3 59.2 54.7 63.
t963. 55 4 3) 6603 56.2 59.2 59.0 2A4 63.04
t964 ........ 55.7 53.8 57.9 64.1 56.4 58. 09.4 52.5 62.0
965 ........ 56.2 2545 58.3 63.6 55.7 S5.6 59.6 50.9 62.1

1966 ........ 56.9 5504 58.7 63.7 55.6 06.0 59.6 49.2 62.1
too7 57.3 55.4 58.9 64.0 554 56.3 56.5 49.5 60.9

toe . ~~~~~57.5 55 0 59.0 64.1 55.t 56.2 56.2 48.8 6t.0
960 . 58.0 55s3 59.3 63.9 56 4 56.6 560 48.4 61.1

(970 ....... 57A 54.5 60.0 63.8 55.5 56.6 57.0 64.0 61.9
1971........ 56.6 54.5 59.8 624 55.4 56.1 968 47.7 61.6
1972 ........ 57.0 54.9 59.4 62.8 55.3 55.3 96.9 46.4 61.4
1973. 578 506.4 60.0 63.2 5 .4 5439 69. 46.2 61A4
1974..... 57.6 67.3 60.0 6212 551.6 53.5 s.a. 466 62.6
075 ....... 9.0 . 5.9 612 54.5 51, 58 .2 46A4 6328

1076 . se.a. .. .06.7 56.7 61.1 54.4 51.35 57.5 4.3 64.2

Civil employment, adjusted to U.S. conceptsa p*erent 
2
Enimete by BLS on newo urvey definitions. Canada ho made

at the civilian morkingagn p.Pulation. The date late to persons renieona back to 196t on the new baeis.
16 and over for the United Staten, Franc., Sweden. and, beginning 3Not avnilable.
in 1973. Greet artan:; (s and aver ftr Canada, Japn., Ge-many, 

0
Prelrminary.

and Pniar to 1973. Great Bntain; and 14 and ovmr tar Italy.

A downward trend in male participation rates has A major factor in the long-term trends for Italy and Japan
occurred in all countries and is attributable to earlier re- has been the sharp postwar decline in agricultural employ-
tirement and longer years of schooling. The age structure of ment in both countries.

4
As countries develop industrialy,

the population also has some effect. Although declining, the initial response of female activity is to fall, along with
male activity rates were still considerably higher than fe- the decline in importance of agriculture in the economy.
male rates in 1976. However, the gap between male and fe- Women who were economically active as unpald family
male rates has narrowed significantly since 1960 in most workers on the farm generally withdraw from the labor
countries. For example, Canada's male activity rate was force when the family moves to the city. In most instances,
2.7 times the female participation rate in 1960; by 1976, their family responsibilities, low skill qualifications, and
it was only 1.7 times the female rate. insufficient demand for their services discourage them from

Since 1960, female activity rates have fallen in Japan, looking for a job. In Italy, about I million unpaid female
Germany, and Italy. The trend in France is difficult to ana- family workers have left the agricultural sector since 1960;
lyze because the data for 1960, 1962, 1964, and 1966 re- in Japan, about 3 million unpaid female workers have moved
late to October while figures for 1967 onward are for out of agriculture.
March. The available data indicate falling female participa- Surveys were made in Italy beginning in 1971 on the
ion in the labor force between 1960 and 1966 and a rising masons for nonparticipation in the labor force.

t
In 1971,

trend since 1972. women made up 80 percent of the nonparticipants, and
In Germany, female participation rates rose in Use family duties were held responsible for nonparticipation

1950's, but began to fall in the 1960's, intensifying the in more than half the cases. These figures indicated a like-
labor shortage in that country. Adult female activity has lihood that an improvement in the Italian preschooling
been rising in Germany, but it has not been sufficient to structures could nigmficantly increase the rate of female
make up for a sharp drop in participation by teenage girls economic activity.

6

brought about by the extension of schooling. The activity
rate for teenage girls has dropped about 20 percentage IeS footnote 3.
points since 1960. The relatively low level of female labor lsdituto Centrele di Sutistice, "l'ndait psciatie mule person
force participation in Germany may also be related to the nun apparteonti age forme di tato," Supplement to the M-irthly
telatively small share of total employment which i mn the BAcdLa of Stistics. No. It, Novemncni 1971; A.nHno di Stais-
service sector.

3
riche de rL,. 1975, pp. 109-16, and 1976, pp. t03-15.

In Italy and Japan, female participation rates have 6DtIta' mpned by the Organization for Eouomic Conpettian
fallen since 1960 for anl age groups. In Italy, the declining sod Development indieste that in Italy 62 percent of child.rn be-
trend ended in 1972, but female activity rates have con- twen the ages of 3 and 6 erm emo..ed in school in 1970. This ..
tinued to fall in Japan, except for a slight increase in 1976. a stalee paonprtian than im Belgium (96 percent) and Frace (88

peecent), but larger than in dhe Umnted Kingdom (60 percent) and
the United States (57 percent). Sm OECD, Edocetionat Statotica

3 Se thy section cn -etoral employment i ch. 2. Yarbook, Volume I, Itemooatnn table, p. 27.
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Along with falling participation rates for women, curred, but Britain already had a relatively high level in
Germany and Italy also had absolute decltnes in the fe- 1960. France has had only a slight rise in female parti-
male labor force. Japan, on the other hand, had a rising cipation since 1965.
female labor force, but it did not rise as fast as the work- Underlying the rise in female participation rates in
ing-age population, so the participation rate declined. many countries have been the following factors: Lessen-

In Italy, female participation rates began to rise in ing of job discrimination against women, increased avail-
1973, after many years of decline. This increase may be ability of part-time work, declines in fertility rates, a high
partly becamuse home workers progressively are taking up rate of increase m jobs in the service sector, and changing
recorded employment as a result of legislation passed in attitudes towards women's role in society.
1973.7 According to projections by the ILO, a moderate Sweden's high and rapidly rising female participa-
rise in female labor force participation is foreseen for tion rate indicates a more active involvement of married
Japan, Italy, and Germany in the later 1970's, reversing women in economic hfe compared with other nations. In
the former long-tesm trend.n Sweden, 53 percent of married women work, compared

After the initial fall in female activity rates which with roughly 46 percent in Japan, 41 percent in the United
comes with the decline of agriculture, a second stage of States and Great Britain, 38 percent in France, and only 33
development witnesses a rise in women's activity rates. percent in Germany. Several factors are responsible for the
This second stage can be seen most recently in France. high Swedish rate. In Sweden many married women have
Female activity rates declined until the mid-1960's and no children or only one child. Furthermore, over 60 per-
then began to rise. In the Umted States, female partici- cent of women with preschool-age children work in
pation rates rose during most of the post-World War 11 Sweden, compared with about 30 percent in the United
period, increasing from about 32 percent just after the States. Government-financed day care centers provide for
war to 38 percent in 1960 and 47 percent in 1976. Signifi- infant care, beginning with children 6 months of age, when
cant increases also occurred in Canada, Australia, and maternity leave expires.

9
The introduction of separate tax-

Sweden. In Great Britain, a more moderate increase oc- ation for married women in 1971, parenthood insurance

'Oegaication for Economic Cooperation and D-velapmnnt, 
9

E-nnerSsreey oflrtsy, (Paris,OECD, January l976), p. 14. Th. Swedish fcifitics for day cae, although etesie .. p-d
with oahenr auitries, stid fall short of meeting atimaued needs. S.

t
nt-erntional Labo.- Offie., LabnaF-re 1950 2000. VLi. IV Alien H. Cook, TU WnckintMether, A Seey of hobkmaan dP-

and V (Geneva, ILA, 1977). gr-am in vine C rtsiee (Ithara, Cameu Umnn-sity, 1975), p. 31L

Table 14. Labor force participation rates by age and sex, 1973'

United
Sea and age Seas Aus-aMio Canada Frane tGnan leae Jpanan Sweden

Man

Tners ........ 61t 59.8 49.7 31.1 62.1 35.8 25.2 53.7
20-24 ........ 69s 91.1 853 839 83h 6 6.2 79.5 784
3520.99. ) 97.4 196.4 916.6 93.0 93.5 969 9 3.7
30_34 ..... 99.1 99.1 98.3 9.
35-39 . 96.3 17.4 17 9. 98.7 99.1 98.1 95.0404 . ..... 9. 98.3 9.4 97.2 9

45-49 ...... 905 97.3 96.7 9532 197.23.
50-54 ....... 93I 949 194 942 93.9 90.7 I

559 ........ 962 99.1 as813 3. 986.2 4 3 18}6.8 82.7
60.64 ... ... 69.1 76.0 6 4.1 689. 4.
65 and on ..... 22 214 183 159 15.0 104 46.7 2339

War

Tenagers ....... 479 s5.7 398 24B 604 26.1 27.9 498
20-24 ........ 61.2 612 625 69.7 67.0 42.0 67.0 67.6
25-20 ...... h 43.6 1452 6 53 53A 4 34°°0 444A 6.0
350'734} 533 ...... }50.4 3.7 s35962 49.1 30.3 46.
35-394.....85 2
40.44 ...... 3 I50 t3

7
5. 50.0 20.3 513 7.

45-49 I ~~~~ ~~~~~~~~~~~534h 507 .3 6.
45-494 ........ 53.7 e45.2 )422 543 5 2955 61.3 171.0
50-54 ....... 534 46.5 25h8
5559 . 47.4 30.5 ' 31 ° 45.2 36.0 1 65 144.5 46.36D-64 .. ... 34.2 16.4 34.1 17.7 '
65 and nn ..... 89 3.4 44 7.0 5.7 2 1 16.9 '7A

'1972 date fon Iulyv and Gonnony. NOTE: Deare not adimsed an U.S. ennepnt.
'A.s 69-74.
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Chart 15. Age Structure of Labor Force Panicepetion Rat, 197

in 1974, and greater flexibility in working time have also
provided incentives for Swedish women to seek gainful
employment. Parenthood insurance provides that either a
mother or father may stay home up to 7 months after a
child's birth and be reimbursed for 90 percent of his or her
pay.

Age utructure of participation rates

The age structure of participation rates differs greatly
between the sexes (table 14). Male participation rates
plotted by age groups display a bell shape in all countries,
with high rates during the prime working ages and then tap-
ering off after age 50 as males enter retirement. Chart 15
shows the age structure of participation rates for three of
the countries, illustrating the bell shape. The growing im-
portance of schooling and the increasing frequency of early
retirement, voluntary or otherwise, have resulted in a trend
toward lower participation rates at both ends of the age
spectrum.

In the case of women, the above phenomena are ac-
companied by conditions relating to women's traditional
role in society. Generally speaking, after a first maximum
which occurs between 20 and 25 years of age, a fall in
economic activity rates occurs which is attributable to

marriage and the birth and raising of children. Subse-
quently, a number of women return to work. Sometime
in the 30's the female activity rate begins to rise again and
reaches a second maximum in the 40's which is, except in
Sweden, lower than the first maximum. In Sweden, about
68 percent of women in the 20-24 age group are economic-
ally active; this tapers offgradually to 65 percent in the 25-
34 age group, then rises to a second maximum of 71.5 per-
cent in the 35-44 age bracket. Projections indicate that
Sweden is approaching a pattern of female participation by
age similar to that of men, with no drop in activity con-
nected with the birth and bringing up of children. Chart 15
shows the characteristic M-shaped curve for female partici-
pation rates in two of the three countries shown. Sin,
1973, the U.S. curve has changed from the M-shape shown
in the chart. The differential in participation rates between
the age groups 25 to 34 and 35 to 44 gradually narrowed,
and by 1976, participation rates were about the same for
both age groups.

Table. 14 indicates a very high rate of participation
for older Japanese workers. Almost half of the men in
Japan 65 years old and over are still working. In the United
States, only about I in 5 men over 65 are working, and in
Germany about I out of every 6. A comparatively high pro-
portion of older Japanese women are also working. The

45
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prevalence of the work ethic in Japan pardy accounts for
these high participation rates of older workers. Also, social

security benefits are very smaDl and pensions are low or
nonexistent. Fifty-five is still the common retirement age
in Japan, but social security payments begin at age 60 and
lump-sum retirement payments are not enough to allow for
self-sufficiency until age 60. As a result, most workers who
are retired from their regular jobs at 55 continue at lower
paid jobs or go into self-employment out of financial ne-
cesaity.

Cydical rends in participation

In the short term, changes in participation rates can
incorporate a significant cyclical component. It is generally
assumed that the interaction between demand for and sup-

ply of labor may take two opposite forms: In the course of
a recession, dismissed workers or potential labor force en-
trants may either be inhibited from even seeking a new job

("discouraged worker hypothesis") or be stimulated by
sheer need to try harder for new sources of income ("addi-
tional worker hypothesis"). Econometric investigations
have usually found confirmation at the aggregate level of

the "discouraged worker hypothesis," even though this may
only imply that the alteraative hypothesis has less
weight. i n

According to research by Dernburg and Strand, the
degree to which the two effects govern labor force partici-
pation depends upon the stage of the business cycle.' I An
initial decline in employment from a cyclical peak results
in large-scale discouragement and withdrawal from the
labor force. Subsequent declines in employment are met by
a smaller decline in labor force participation. As the period
of economic slack grows longer, pressure on additional
workers to enter the labor force builds up and this tends to
partially offset the discouragement effect. Because the
dominant effect is withdrawal from the labor force, the of-
ficial unemployment statistics understate the magnitude of
the economic loss during periods of economic dack. I 

2

The United States and Sweden are the only countries
studied which regularly collect data on discouraged workers.
In the United States, changes in the number of such work-
era have been consistent with cyclical changes in the de-
mand for labor. Both the unemployment rate and the num-
ber of discouraged workers moved downward, though in
differing degrees, from 1967 to 1969, when unemployment
declined 5 percent and discouraged workers declined 22
percent; both series rose substantially from 1969 to 1971,

t
'S.e Jacob Mince, "Labor Form Psiticipation and Unempioy-

meat: a Review of Reeent eodence,- in R. A. Gordon and M6. S.
Gordon eds, Fboqefty od Employsess (New Yolk, Wiley and
Suns, 1966).

IThomas Demburg and Kennth Strand, ItHidden Unemply-
ment 195 3-62: A Quastitative Ansaysis by Age and Sex," Amee

E-wostsdcReiew. t, blre 1966, pp. 71-95.

when job prospects were poor; and both moved downward
again durtng 1972 and 1973 as the job market improved.
The drop in the US. labor force participation rate in 1971,
after a rise since 1964, was related to the sharp increase in
withdrawals from the labor force of discouraged workers.
The number of discouraged workers reached a recession
high of 1.2 million in the third quarter of 1975-one quarter
later than the muemployment peak-and the 1975 partici-
pation rate held steady at the 1974 level after nsing in 1972
and 1973. After the peak, the number of discouraged
workers began moving downward fairly steadily through
the third quarter of 1976. However, as unemployment be-
gan to rise again, there was also an increase in the number
of discouraged workers to I million in the final quarter of

1976.
In Sweden, economic activity slowed down in 1967-

68, and both unemployment and the number of discouraged
workers reached decade highs. The labor force participation
rate dipped sharply in 1967, one of the few years in which
female economic activity declined. In 1968, the participa-
tion rate rose, possibly evidencing the "additional worker
hypothesis." In 1970-71, when unemployment moved up-
ward sharply, the number of discouraged workers actually
fell slightly and continued downward in 1972; participation
rates continued to nse. This trend may have been related
to the rapid expansion in govemment training and job crea-
tion programs in the early 1970's which probably absorbed
many discouraged workers. During the international re-
cession of 1974-75, Swedish unemployment remained low,
and participation rates for women rose sharply, whde the

rates for men held steady. In contrast, male participation
rares declined in all the other countries during the recession.

The long-term trend in Italy is one of slowly declin-
ing overall participation rates. Cyclical trends,superimposed
upon this long-term trend, have occasionally caused sharper
than usual declines in participation. In 1963-66, when the
Italian economy tuined downward and unemployment
rose, participationratesdipped sharply. Aseconomic activity
moved upward, activity rates held steady in 1967 and de-
dined only slightly until 1972 when another sharp drop
occurred. The latter drop was a lagged reaction to the
lengthy recession which began in early 1970. Whereas in
previous cycles the easing of the labor market was accom-
panied by a rapid decline in participation rates, the rates re-
mained stable in the recession which began in 1974.

"lbid. oeniburg and Stuand mesncted a 'potentia loboe
forcae ries fm the Umied Stases whirh they usd to reraimlate the
uarpitoymet rate induding set yrlicit withdeawats from the
labob for. Thua, for November 1962, when the oftfcial eist onay
adjusted unemployment rate was 5.8 perrent, they catmiated a
"manpowe nap" anerplyment rate of between 9.5 and 10.3 pee
ceat. rofessor Alfred Teas of Gussnetowa Univerity h.at sia do.
woek in this ares. Se "rhe Rettt'o of Labes Pouee to Emply-
mcot," fIltesi nd Labor Reltiont, Revi-w. Apri t974. pp. 454-
69.
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The data for Germany and Great Britain also sug-
gest that participation rates tend to react, with certain
lags, to changes in the demand for labor. Participation
rates declined throughout most of the 1960-76 period in
Germany, but the sharpest drops occurred in 1967 and
1974, both years of recession for the economy. In Great
Britain, participation rates for 1960-66 held quite steadily
at about 61 percent, but then fell off to 59 percent by
1971 as unemployment rose. One noncyclical influence
which should be mentioned was the raising of the British
school-leaving age from 15 to 16 in 1973. Removal of the
15-year-olds from the 1973 data explains some of the in-

crease in participation rates in 1973 since 15-year-olds had
a lower than average level of labor force activity.

Employment-population ratios also were sensitive to
cyclical fluctuataons, but did not always move in the same
direction as participation rates. For example, in 1975, US.,
Canadian, Australian, Italian, and British participation rates
held steady or rose whale employment-population ratios
declined. According to one hypothesis, this behavior in the
United States was attributable to the combination of infla-
tion and unemployment which put severe financial pressure
on many families and induced an unusually large number of
family members to seek jobs.
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Chapter 5. Factors Contributing to Differences in Unemployment Levels

Unemployment rates in the United States have tended
to be appreciably higher than in most other industrial coun-
tries, even after adjustments are made to account for differ-
ences in definitions and survey methods. Although US. un-
employment reached a 16-year low of 3.5 percent in 1969,
it was still well above the rates in Western Europe and
Japan. Explanations for the differences may be sought in
demographic, economic, legal, and social factors.

This chapter examines some of the factors which may
contribute to differences in unemployment levels among
the major industrial countries. Emphasis is placed on those
factors which help to explain the relatively high unemploy-
ment rates in the United States. The discussion updates and
expands upon the pioneering 1962 study by Myers and
Chandler prepared for the President's Committee to Ap-
praise Employment and Unemployment Statistics.' It wil
be noted that, in many ways, the countries studied are
more alike today than they were in the early 1960's. Never-
theless, significant differences do remain which help to ex-
plain international differences in unemployment rates.

Consideration is given first to demographic factors
such as the growth and composition of the labor forc. At-
tention is also given to cyclical labor migrations, to season-
ality, to income maintenance arrangements, to labor market
programs, and to differences in the employment situation
for young people. Finally, noneconomic factors such as
legal and social restraints against layoffs are considered.

The chapter is by no means a complete survey of all
the factors that influence comparative levels of unemploy-
ment rates. Such complex questions as the form of economic
organization (i.e., free enterprise, socialism, etc.) and the
level of wages in relation to the supply of, and demand for,
labor have been deliberately excluded. Similarly, the fiscal
and monetary policies chosen by the various governments
are not taken into consideration. Differences in occupa-
tional, industrial, and regional supply-demand imbalances
(i.e., structural unemployment) have also been excluded.
Treatment of such topics is beyond the scope of this report.
However, it should be noted that some of these excluded
topics could be very significant factors in explaining differ-
ences in unemployment levels.

It is fairly easy to identify many of the principal
causes contributing to differences in unemployment rates,
but it is much more difficult to appraise their relative im-

portance. To present such a quantitative appraisal would
require a study in considerable depth. Comparatively low
unemployment rates in Western Europe and Japan cannot
be attributed solely to any one of the topics discussed be-
low. They are rather the cumulative effect of a number of
factors which in combination have gradually enabled some
national economies to provide jobs for almost all persons
seeking work.

Labor force growth

It is commonly suggested that the rapid growth of the
labor form in the United States has greatly increased the
difficulty of maintaining full employment. Growth of the
U.S. civilian labor force alone called for about 25 million
new jobs between 1959 and 1976 if the unemployment rate
were not to rise above the 1959 level of 5.5 percent. The
economy generated 23 million new jobs, however, and the
unemployment rate rose to 7.7 percent in 1976. Of course,
some of this shortfall is attributable to cyclical factors.

2

The lower unemployment rates of the European countries
and Japan from 1960 onward were achieved under condi-
tions of slow growth or decline of the labor force. Indeed,
it is often overlooked that these countries created relatively
fewer net new jobs than did the countries with high un-
employment rates-the United States and Canada.

The Canadian labor force grew at an annual rate of
3.2 percent, higher than the rate of increase in any other

country (table 15). Australian work force growth, at 2.4
percent annually since 1964, was also rapid. The rate of
growth of the U.S. labor force, at 2 percent, was much
higher than that for the European countries and Japan. The
labor force grew at annual rates of I percent or less in
France, Great Britain, and Sweden. In Germany, the labor
force decreased slowly but would have declined faster if
not for the rapid influx of foreign workers since 1960.
The labor force excluding foreign workers in Germany
declined by 7 percent between 1960 and 1975, while the
number of foreign workers rose about sevenfold. Italy's
work force declined by 0.4 percent a year. These very low
rates of labor force increase in European countries may
have aided in maintaining low levels of unemployment. In
fact, labor shortages developed during the 1960's in several

'Res gross natisnon product rose by 6 pessent u-es me preMn=-
'hesiden's C-mdttee, to Appraise Employment nd U-mply. in year in 1959 so d by 6.1 peerent in 1976; botth years wine pre-

ment statitica, Meisg Eabymwl dee end Unerpoy-nt, appen- sded by eranumic dawntums. Huwevet, the 1974-75 rressin was

din A (Washington, U.S. Gnversent Printing Offrce, 1962). noeperso-d Imtpe tting tha the 19579 8 downtum.
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Table 15. Growth rates of population, labor force, and
employment, 1960-76

Citlin Chvilian
Country workiogaw labor Employment

population fome

United Stat. 1.7 2.0 1 9
C .. d2........ 3.2 3.1
Austlia ....... 2.0 2.4 2.2
Japan ....... 1.7 1.3 t.2
Frn ....... 1.2 1.1 .9
Germany ..... .7 -.1 -.2
Great Briain .3 .2 .1
Italy ....... 3 -4 -A
Seden ........ .7 3 S

' 1964 76 .
21961-76.

NOTE: Penent chaiges computed from the Isest cqusi trend
of the logarithms of the in dex numbers.

countries-notably Germany and Japan-as the supply of
labor could not keep up with demand.

Population growth and trends in participation rates
are factors which underlie the different trends in the Labor
force among the major industrial countries. Since 1960, the
civilian population of working age has grown fastest in
Canada, followed by Australia, the United States, Japan,
and France (table 15). Population growth was under I per.
cent a year in Genmany, Great Britain, Italy, and Sweden.
Labor force participation rates have been rising in the
United States, Australia, Canada, and Sweden, while re-
maining steady in Great Britain and declining in the other
countries. (See chapter 4.)

The relatively rapid growth in working-age population
and rising participation rates led to the relatively high rates
of labor force growth in the United States, Australia, and
Canada. Germany, Great Britain, and Italy had low rates of
population growth and declining or steady participation
rates; in these countries, the labor force grew very slowly or
declined. For Japan, population growth was fairly strong
but labor force growth was held down by a sharp drop in
participation rates.

A major reason for the rapid increase in the US.
working-age population and labor force compared to many
European countries was this country's unusually high birth
rate in the early postwar years. These children began enter-
ing the labor force in the latter 1960's. Thus, in 1967, some
3.8 million Americans turned 21, nearly I million more
than a year earlier. The number reaching 21 remained close
to 3.8 million until 1975 and then began to push above 4
million. In most other industrial countries, in contrast, the
ravages of World War 11 precluded any prompt postwar re-
tura to normal family life. Consequently, there were no
comparable postwar baby booms, and there was no com-
parable stream of young persons pouring into the work
force.

Underlying long-term trends in participation rates are

such factors as trends toward longer years of schooling,
early retirement, and changing attitudes toward the role
of women. In the United States, a dramatic increase in par-
ticipation rates for women occurred in the 1960-76 period.
In contrast, Japan, Germany, and Italy had declining female
activity rates. (See chapter 4.)

Labor force composition

Differences in the composition of the labor force
mong the major industrial countries are important in an
investigation of why international unemployment rates
differ, since certain groups have been more prone to unem-
ployment than others. Hence, if a country has a higher pro-
portion of its labor force in such groups, its overall unem-
ployment rate should tend to be higher. Differences in com-
position by sex, age, economic sector, and economic status
(i.e., self-employed, wage earner, or unpaid family worker)
are examined here.

Age and sex compositon. In general, women enter and
leave the work force more frequently than adult men and
women and younger workers change jobs more frequently,
encountering more spells of unemployment in the course of
these transitions than workers with more permanent job
attachments. Another factor that tends to increase the un-
employment rate of married women is the migration of
families who generally move where the husband's job
opportunities are better.

3
Also, women and younger workers

are more vulnerable to layoffs than adult men, because on
average they do not have as many years of work experience.
On the other hand, women and teenagers tend to work in
occupations and industries which are not subject to sharp
cyclical fluctuations. Women, for example, are more
likely to be employed in white-collar jobs and in service
industries where unemployment fluctuates less over the
business cycle. In addition, the slower rate of entry of
women and teenagers into the labor force during a recession
narrows the age and sex differential in the U.S. unemploy-
ment rate.

In chapter 3 comparative data were presented on
unemployment by age and sex. These figures indicated that
women in most countries have higher unemployment rates
than men. Female rates are about the same as male rates
only in Great Britain and Japan. Teenagers have relatively
high jobless rates in all countries. Thus, it is relevant to con-
sider the trends in the proportion of the labor force
accounted for by women and teenagers.

A significant increase in the proportion of women
and teenagers in the labor force has been singled out as one
of the reasons for the worsening unemployment situation

'In the United Statee mn t970, mesided women ag 25 to 34 who
had moved to a diffrrent uounty within the year had an tmemploy-
ment rate of 11 pe-roat, upared to 5 pesoest for oonmifasou.
Among married meu of the snie age group, the roten were 4.8 per-
cent and 2.1 percent, .ecpeetinely.
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Table 16. Women nd Weenage in thestabr force 1960,1971,1975, and 1976

women
1
' Teenagers

2

Coj-otry As prn of Lebo, fo Lbor fAorce A pe bor force Lbor fo
g-omtfr rats growh rate

19o0 1971 1975 1976 1900-1 1 1971 1975 1976 1960-76

Unitad Stte 33 38 40 41 3.1 7 9 tO 10 3.9
Ca .... . '3237 34 37 37 52 39 l. 12 11 4At
Aaatralia . ... ....29 32 3 35 44.1 414 12 12 12 .7
Jpan ...... 40 39 37 37 I 10 5 3 3 -6.7
F ranc ..... '36 38 38 39 'I .7 08 6 5 6 _.I6
Gerrn.n .V 38 36 38 38 - .1 11 8 9 9 -1.2
Great'ntein' 34 37 38 39 1.3 711 9 a '-2.7
taly.31. i n 3 81 30 30 -A 2 8 7 1 6) ff -4.

Sweden 1...... .'39 49 43 43 '2.2 9 6 6 6 7_1

All working aw.
t16 to 19year-dde it h. United Statest, Frace., ad Sie

dee. 15- to 19-yaar-dd in A-naria, Qnaeb. Geenyand Japan;
14- to l9-yer-olds in Itay. Data for Gr ritain ar for 15- to
9-yero-ads in 1960 and 1971 ond 16- to 19-yea-ofda in 1975

end 1976.
3Enimm-.

in the United States in the 1970's. Women grew from one-
third of the US. labor force in 1960 to 41 percent in 1976,
while 16- to 19-year-olds increased their share from 7 to 10
percent. The US. economy has not fully absorbed these
groups, and unemployment rates for women and teenagera
have worsened compared with the national average. For ex-
ample, the overall unemployment rate was about 5.6 per-
cent in both 1960 and 1974; female unemployment was
5.9 percent in 1960 and 6.7 percent in 1974; teenage un-
employment was 14.7 percent and 18.2 percent, respec-
tively. In contrast, the jobless rate for males 20 years of
age and over dropped from 4.7 percent to 3.8 percent over
the same period.

Table 16 shows that the United States has had a
comparatively large increase in the female work force dur-
ing the period since 1960. Only Canada and Australia
(1965-76) have had more rapid increases. In all of these
countries, the strong expansion of the service sector, with
jobs traditionally held by women, had an importantteffect.
Other underlying factors are noted in chapter 4. In 1976,
Sweden, which has done much to encourage women to
work, had the highest proportion of women in its labor
force. The United States ranked second, followed closely
by France, Germany, and Great Britain. Italy had, by far,
the lowest proportion of women. These rankings differed
markedly from the situation in 1960, when five of the nine
countries had higher proportions of women in the work
force than the United States. At that time, Japan ranked
fint, and Germany was second. Canada ranked last, with
women constituting only about one-quarter of the labor
force.

Thus, the United States has had a relatively high and
growing proportion of women in the labor force. Sweden
has maintained low overall unemployment rates even with
a large and growing female component. Female unemploy-
ment rates in Sweden, although higher tham male rates, are

1965 for prportion; 1965-76 f org rown rt-e
1963 for prowprtion; 1963-75 or -76 foe growt rat.0
Not ailabte.

'1961 for proportion; 1961-76 tn, growth ra-..
t19 6 0 7s5.

NOTE: Data hae been adijotd to US. -orenpt. Growth
nea Ipewent Pee vinci beed en compoond ate of ohrnge.

quite low when compared with most of the other countries.
Italy has had both a low level and a declining trend in the
female labor force. This has probably helped to keep unem-
ployment down, since female unemployment rates have
been 50 to 60 percent higher than the male rates in recent
years. France and Geemany had significantly higher propor-
tions of women in their labor forces in 1960 than the United
States, but had much lower levels of unemployment com-
pared with the United States.

Between 1960 and 1970, the United States had the
faseete growth in the teenage labor force; for the entire
1960-76 period, Canada had the sharpest increase because
of extremely rapid growth in the 1970s. In all of the
European countries and Japan, the teenage labor force de-
clined between 1960 and 1976 (table 16).

In 1976, teenagees constituted 10 percent of the labor
force in the United Stales; this proportion was exceeded
only in Australia and Canada (table 16).4 Japan, France,
and Sweden have very low proportions of teenagers in the
labor force (3 to 6 percent) and this has helped to keep
overall unemployment down in those countries. However,
in 1960 all the other countries had higher propohtions of
teenagers in their labor force than the United States and
were able to maintain much lower overall levels of unem-
ployment, except for Canada.

Canada and the United States were the only coun-
tries where the proportion of teenagers in the labor force

4
1t abood be noted that the poportio of fteo in the bbto

foer easy be affected by the Iwer age niht cosed in dering teec-
aged (footnote 2, table 16). Thn ae biftb h.ae been adpted to
the sge at whict esmpolsoey aholenig ends, which nrieg from age
14 to 16. If IS-yea-oIda were -nxclded from the Astralian and
Canadian labor foro, fore maple, the proportion of teronag
woald probbly be towered doaer to the level in the Unted Sates,
wh-e teecagenne oenerp permo.a age 16 to 19.
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rose between 1960 and 1975. Basically, there are two
reasons for the increases in the teenage labor forces in both
countries. As mentioned earlier, the sharp increase in birth
rates in the 1950's resulted in rapid growth of the teenage
population beginning in the second half of the 1960's.
Second, participation rates of young persons have risen sig-
nificantly. In most of the other countries studied, birth
rates did not rise significantly in the 1950's and participa-
tion rates have generally fallen for teenagers with the spread
of higher education.

On balance, the overall effect of the demographic
composition of the U.S. labor force may be to marginally
increase its aggregate unemployment rate compared with
some other countries. The high and growing proportion of
both women and teenagers in the US. labor force has had
an upward influence on unemployment rates. This has also
been the case in Canada. In most of the other countries the
female and teenage components of the work force are not
as large and have either declined or increased less rapidly.

Industry and economic stains. The industrial composition
of the labor force and the economic status of workers (i.e.,
as self-employed, wage eamer, or unpaid family worker) are
factors of interest since workers in certain sectors of the
economy and workers of wage earner status are more often
unemployed than others.

In many foreign countries-Japan and Italy are the
best examples-small, family-owned businesses are found
more frequently than in this country. The farms, smaDl
factories, and commercial establishments owned and oper-
ated by family members have provided jobs and a substan.
tial measure of protection from unemployment for a large
segment of the labor force. In such enterprises unemploy-
ment is virtually nonexistent, though substantial under-
employment and shrinkage of income may occur from time
to time. Furthermore, in countries where this form of
business organization plays a significant role, there is more
chance that a family member who loses his wage or salary
job will return to working in the family business and thus
not be counted as unemployed. In the United States, on
the other hand, the economies of scale that can be realized
in a large and fairly homogeneous sales market have been
factors encouraging a consolidation of business enterprises,
so that self-employment and family operations occur less
frequently and the risk of unemployment is increased.

Unemployment is much less frequently associated
with agriculture than with industry, partly because agricul-
ture is less susceptible to cyclical change, but chiefly be-
cause a high proportion of workers in agriculture are self-
employed or unpaid family workers. The following tabula-
tion shows the proportion of the employed population en.
gaged in agriculture in 1960 and 1976:

1960 1976
United states. 8.5 3.9
Cand . 13.3 5.9
Aunral.a.n.. 6.2

tne. 295
F. n.e. 22.4
Ganmanv .13.8
Grse ta . .i.n. 4.1
lal .32 8
Sw..n. I 5

55.9
10.6
7,
23

l1A
6.2

These figures indicate that Italy, Japan, and France
had the highest proportions of workers generally not sus-
ceptible to being counted as unemployed. Great Britain and
the United States had the lowest proportions. However, it
should be noted that the countries with the highest propor-
tions experienced a high rate of displacement from the agri-
cultural sector in the period under review andhave therefore
Iad the added problem of providing other jobs for the dis-
placed farm workers.

The following tabulation shows the 1974 proportion
of employment made up by wage and salary eamers in the
nine countries:

United Stses.. 90A
Canada .. 7
Australia.. 85
Jpn .6. 93
Fra.ee o0.6
GO,..an.6 3.6
Great anisain .92.0
ltly .71.s
Swedn. 91.0

The United States has a higher proportion of wage
and salary workers than all the other countries except Great
Britain and Sweden. The small proportion of agricultural
workers discussed above helps to explain this, but other
factors such as the prevalence of large-scale operations in
the United States play a role. Japan, Italy, and France had
much lower proportions of wage and salary workers than
the other countries and, therefore, had a significant group
of workers who might be underemployed but who are sel-
dom totally unemployed. Some industrial countries, not-
ably Sweden, have been able to maintain very low rates of
unemployment despite a realtively high proportion of wage
and salary workers.

Labor miyation

The volume of migration in the Westere European
countries has tended to fluctuate with the economic situa-
tion. Foreign nationals have flowed into the Northern
European countries when demand is high and have left
when it is low, without seriously affecting unemployment
levels in the host country. This flexibility of labor supply,
particularly in France, Germany, and Switzerland, has acted
as a cyclical shock absorber, helping to keep unemployment
rates low during recessions, although in 1974-75 the out-
flow was not as great as in past recessions. These cyclical
flows of 'guestworkers" have no precise colnterpart in the
United States and are one of the factors explaining why un-
employment rates in some Westem European countries
have been lower than in this country.

5I
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Massive migratory movements of workers within
Europe have occurred within the past two decades. In con-
trast to the involuntary and permanent migration which
marked the immediate postwar decade, European migration
since 1955 has been mostly voluntasy and temporary. The
first impetus to uch migrations was the formation of the
European Community (EC) in 1957 and its rules permitting
the free movement of labor across the bordets of member
states. Subsequently, rapid economic growth in the Northem
European countries attracted many migrant workers from
outside the EC, mainly from the poorer Mediterranean
countries such as Turkey, Greece, and Spain. In the early
1960's, the influx of migrants became very large as North-
em Europe's demand for labor far outstnpped the domestic
supply.

Workers migrating from one EC country to another
are assured equal social protection with nationals, reception
facilities covering training and bnguistic studies, and hous-
ing, as well as an increasing participation in the political and
socioeconomic life of the host country. Migrants from out-
side the EC, having no official status under Community
law, enter the Community under conditions set forth in bi-
lateral agreements between member states and the countries
of origin. These agreements guarantee legal migrants some
social security protection in the Community, but usually
less than local citizens receive.

The flow of migrant labor from Mediterranean coun-
tries to the north increased steadily until the 1966-67 re-
cession, when many foreign workers were obliged to return
home because of growing unemployment in Northern Eu-
rope. After the recession, the movement of foreign workers
to the north resumed.

Measures to limit considerably, or stop, the influx of
migrants by the labor-rereiving countries led to a diminution

Table 17. Foreign workers in Germany, 1960 and 1965-76

ECpled Unemptoyed
log worker foreign wnrkerswk

Year Number Pemcent of Number Pwer.. of
irnousnd.) labor Core sIrtuh-ndOl foreign

labor farce

160 ...... 281 1.1 (0I 4sf
1965 . 1..... 1 119 43 2 .2
166 ...... 1243 4.7 4 3-
1967 ..... . 1,014 3.0 I s 1.5
1968 .0.-..0. . A19 4.0 5 .5
1969 .... 6 5.3 3 .2
1970 . 5...0. . ,807 6.0 4 .2
1971 . -..... 2,120 8.1 I1 .5
1972 ...... 2,285 8.7 16 .7
1973 ...... 265 09. 1 .7
174.... .. 2,446 9.3 69 2.7
1975 ...... 2,034 7-9 Ibi 6.9
1976 (June) .. 137 7.6 90 4.4

'Resi0rerd on-efpov d.
'Not anail.ble.

SOURCE: NaPro . de, A6r6eio..nd Soeihraik
(Bonne. DOr Bndes-Witnbr fur Arbeit and Soatalordsna., nvrar
it ro).

of the cyclical outflow of migrants in the 1974-75 recession.
Many foreign workers remained in the host countries be-
cause they feared they would not be able to reenter under
the newly restrictive immigration policies. Another factor
was that increased unemployment benefits in industrial-
ized countries exceeded any wage the migrants could hope
to receive at home. This growing tendency for unemployed
foreign workers to remain in the Northem European coun-
tries contributed to the sharp rise in unemployment rates
recorded in most of these countries during the recent re-
cession. This contrasts with the situation in the European
recession of 1966.67, when there was a sharp outflow of
foreign workers.

5
Table 17 shows the number of foreign

workers employed and unemployed in Germany over the
period since 1960. Unemployment of foreign workers rose
from 0.3 to 1.5 percent from 1966 to 1967, but was much
higher in the 1974-75 recession, reaching a peak of 6.9 per-
cent in 1975. The annual figures in the table conceal the
fact that between mid-1966 and early 1968, over 30 per-
cent of the foreign labor force left the country. Between
mid-1973 and mid-1974 the drop was only 12 percent, but
as the recession continued foreign workers left in increasing
numbers.

Italy was a major labor-exporting country during the
1960's and early 1970's. However, the 1974-75 recession
caused many Italians to return home, and Italy had a posi-
tive migratory balance. For example, in 1974 some 85,000
workers left Italy for Germany, while 120,000 returned
home from that country. Even with this return flow, there
were still about I million Italians working abroad in 1975,
most of them in Germany, Switzerland, and France.

Almost all Northern European countries have placed
bans on new immigration. These restrictions were related to
the social and political problems caused by migration as
well as the 1973 energy crisis and subsequent recession.
With rules of the European Community providing for a free
flow of workers from one member country to another, ef-
forts to hold down the flow of migrants ae aimed at coun-
tries that do not belong to the group of nine nations. About
three-quarters of the foreign workers in European Com-
munity countries are from outside the Community. Ger-
many bained recruitment of foreign labor from outside the
Common Market in November 1973: Belgium and France
followed with bans in 1974. In the Scandinavian countries,
there is a partial ban against migratory flows from outside
the free Nordic market. In Switzerland, a policy of increas-
ing restnction on the entry of foreign workers began well
before the recent recession.

Uniform statistics on migrant workers in Western
Europe are not available, chiefly because nearly all coun-
tries use different methods of classifying foreign workers.
Some countries include seasonal workers in theu report-
ing, while others do not. Also, it is difficult to obtain

'aS '-Erffrts of Recesi on en temadrant Labor," OECD Ob-
*sewr, aune 1972, pp. 15-18.
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Table 18. Estimated number of foreign workern by country of immigration and emigration 1975

Catourryat;a 4t1t Aunria Belgium
t

i Frn.e G
5

rnavny Nether- Sen wite,. Uited
"*.it- I 1-f~ ~ ~~~~~~~ted I.led

4
Kingdoin

Alg^a ........... _ 3000 420,0tt 2,000 200 - 500
Austria ............. 78 - 21000 _
Fintad . ......... _ 03.000 _
Gram . ........... _ 000 5aO0 212,0 2,000 0.800 0 2.500
truly ............ I 2000 8S000 210,000 318t0 10.000 2,500 28 000 560000
Morocco ... .......... 00 165000 1181000 28.000 500 - 1 000
Portugal . .2,000 420,00 _ 0,000 5.000 I 000 4,000 4.000
Spin ............ 30,000 250,000 132,000 108,OO 2000 722000 15 500
Tunisi....... .-. 900,000 10,00 1.000 200
Turkey 20.200 10,000 300 582.000 38.000 4 000 16 000 1 50o
Yugoslavia ........... 13000 3.000 600000 4360000 10,oOO 23 000 24.000 3.500
Oier ........... 21 70000 2350,00 320,000 104,000 60000 135000 690 000

Total . .. 10,000 270.000 1 000000 2.171.000 210.000 204000 553000 725000

Pernt of tbtort ora .. 1 7.1 8.7 08 42 50. 100 2t

E tEimats tor 1974.
2E.Oludes 124.000 sesna1 worke.-
'Da. taor September 1975. voludm unamptayed torign

warkats.
aEntlodes 86.000 -seaonl workers avd 850000 foreign workers

whio careuw daily .rr- international border,.

figures on the number of daily international commuters
who work in France, for example, but actually live in
Spain or Belgium. The free movement of Common Market
migrants into member states makes it difficult to get an
accurate count of border crossings. Further problems in
meaouring the number of foreign workers in Westew
European countries are created by illegal immigration
and by tourists who enter a country and stay to take
temporary employment.

Thus, the number of migrant workers currently in
the Western European countries is not accurately known.
However, an idea of the magnitude involved cam be gained
from statistics from a continuous reporting system set up
by the Organization for Economic Cooperation and De-
velopment (OECD) in 1973.6 Table 18 presents data from
the OECD system by country of immigration and emigra-
tion in 1975. The table shows that foreign workers rep-
resent about 19 percent of the Swiss labor force; 8 to 9 per-
cent of the German and French work forces; about 6 to 7
percent in Austria and Belgium, 4 to 5 percent in the
Netherlands and Sweden; and 3 percent in the United King-
dom. Prior to the recession, foreign workers made up
greater proportions of the labor force-25 percent in
Switzerland and around 10 percent in Germany and France.
The figures in table 18 include participants in the free
movement of labor within the European Commusty coun-
tries.

As the term "guestworker" implies, the host coun-
tries of Western Europe have tended to regard the foreign
workers as transient. Legal frameworks discourage migrants

65e "Up-To-Dtate Informocion 00 Migdigmn tItroughiSOPEMI,'"
OECD Observer. FEbruary 1974, pp. 3940.

SOURCE. Organrisiun for Economic Cuopersion end Dacal.
upmevt SOPEMI (Continu.s Reporting System on Mi-retoel
1970 report

from permanently settling in these countries.' Also, with
some exceptions the migrants are not looking for a new
home. They want jobs and money which they can send
home or take with them when they leave after a few years.
The "guestworker" phenomenon of these countries has no
exact counterpart in the United States, Australia, Canada,
Sweden, and Great Britain. These inmtmigrant-receiving
countries have traditionally taken the position that those
who arrive from abroad to work may also become citizens;
the legally arriving foreign worker, in short, has usually
been granted immigrant status. These countries do not de-
fine their foreign populations as "migrants" or "guest-
workers" but as "immigrants."

There has been a growing influx of illegal migrants
in Western European countries since the virtual halt in
"guestworker" hiring instituted during the 1974-75 reces-
sion. Such persons either cross international borders il-
legally or enter legally as visitors or students and remain
to work without a permit. The European Community has
estimated that there are about 600.000 illegal aliens work-
ing in member countries.

t
German government authorities

estimate that about 200,000 illegal foreign nationals are
working in that country In 1976, Germany passed a law
providing for prison terms and larger fines for the illegal

7
F. eampis, in masy counties there oe totk Penmit tyiig

wrk-ess to cortain jobs, other restnctions on job maobity, rtequi-
wrots for reorewa of wok; cnd residenor permits, and rtles inhibit-
ing th reunion of frndie.

"largt1 tImignt," The Economist, Nov 13. 1976, p. 68.

'Ebuasy of the Federal Republic of Germoy (Waohington.
D.C.), Whftr Ne- ba Labor and Social Polcy' JSnuuy/Fbusory
1976, pp. 12-14.
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recruitment and employment of foreign workers. In addi-
tion, the Communission of the European Communitie has
before it a proposal for a harmonized policy on illegal
immigration.

In the United States, Illegal aliens have also become
a growing problem. Immigration officials place the number
of illegals at between 7 and 12 million persona (including
family members)." A Cabinet4evel Presidential committee
reported an 1976 that illegal aliens have become so numer-
ous that those apprehended annually are almost double the
number of foreign citizens entering the United States
legally!

Seasonality

Unemployment statistics, like many other economic
series, reflect in part o regularly recurring seasonal move-
ment which can be estimated on the basis of past experience.
Seasonal adjustment procedures make allowances for
changes in average climatic conditions and institutional
arrangements during the year such as the influx of young
persons into the labor market at the end of the school term.

Seasonality plays a more important role in some
countries than in others. For istance, the unusually long
ana severe winters in Canada cause higher average levels of
unemployment. One would also expect very large seasonal
swings related to the winter in Sweden, but this has been
mitigated as a result of massive government programs to
stimulate winter employment. In the United States;seasonal
variations explain about 90 percent of the month-to-month
variance in the unemployment figures, on average, over the
year. In construction alone, one study estimated that
seasonal layoffs represented about 38 percent of all unem-
ployment.t l

From its low point in February or March to its peak
in August, the U.S. contract construction industry charac-
teristically has a massive upswing in employment. The mag-
nitude of these seasonal swings is compared with other
countries in table 19. This table indicates that the United
States and Canada have the sharpest seasonal changes in
construction employment. Seasonal fluctuations were the
mildest in Italy and were also quite small in France, Great
Britain, and Australia Germany and Sweden were in the
middle range.

European efforts to better utilize manpower during

"'Vemon M arrigs, r., Mesican Workers in the United States
Labor Mauket: A Cooternporuy DOemma, snremannaen l Labotr
Review, Navembee 1975, p. 352.

t
Cmmlennrtan: Need to Reassess U.S. Policy Deporutsnts of

Jostice and State: tepet to the Conneess, t976. Alo, see ietga
Abeo Study Urges Rethinbtn no Immigration, The Washirgt-n
Pate, San. 9,1977, p. 1.

t5
Employ.et and Tlfeinn Report af the Preaidet, 1976. p.

62. Sm also Robert J. My.ss ad Sol Smedloff, Smeanalty and
Coosrunction,Monly Labor Review,. September 1967, p. 1.

Table 19. Contruction indusrby: Range of indexes of
anployment, 1965 and 1975

(Avera mployment for each Yer - aoo)

1905 1975

Country oardy Monthly Quanerly Monthly

UInitd States 87-109 05-111 94-108 92-107
Auntralia 98-101 I1) 97-103 11)
Canada . 83-114 81-110 00111 86-112
Fr.n... 98-101 1 1) 97 102 It)
Germny -.... 94-104 92 104 96-102 93-103
GC-t Britein . 98102 97-103 09-101 00-101
Italy. 99101 III 00-101 it)
Swaden . ....- 91 -107 91 -107 98-102 95-107

'Not anoiloble.
NOTE: Quartedy data ar 3-month averagps nocopt for Aus-

trHi (February. Mao, Auguta, and Novnmbrl., France (March.
Juns, Sptarnbar, and Darber), and Italy (Jnuary. April, July,
and rtoberl-

the winter months have helped to hold down seasonal un-
employment in construction, and Canada has waged an
aggressive campaign to reduce seasonality in construction.
Similar goals were an objective of the National Commission
on Construction Labor, created in the United States in
1969. The commission has explored ways to stabilize labor
supplies, partly by encouraging the continuance of con-
struction projects duoing the winter months.

Low temperatures, frozen ground, mow, coin, and
mud impede outdoor construction during the winter. Over
the years, continuing technological advances have made it
possible to overcome many of these obstacles. American
scientists and engineers have developed materials and tech-
niques to permit winter construction. Such methods, al-
though widely known, are not widely used Canada, with
winter temperatures well below freezing, has made great
strides in all types of construction work through the
year.

t
a During the past decade, Canada has made wide use

of polyethylene wind barriers, interior heating units, cold-
resistant concrete, and other materials which allow for
year-round building. Experience throughout Europe-par-
ticularly in Scandinavia-confirms the technical feasibility
of construction in extreme cold."

4

An impediment to increased winter construction in
the United States is the additional cost Special protective
shelter and protective clothing for workers may have to be
provided. But when the difficulties and costs of winter
operation are weighed against the costs of halting opera-
tions, the balance is often in favor of winter construction.

"S.
3

Economic Coon.il of Canda., Manpowe in Caovsucri.n
(Ottasu, t975) and Toward M-cc Stable Gmweth i Ccnceruotias
(Ottom, 1974).

t
Tettiony of Jamoe J. Reynolds, Under Secretay of Lobes, en

"Se-onat Unemployment in the Constructaon Industryf Hearints
before the Setect Subhmmittee on Labor of the Committee on Ed-
oation and Labor, Ho.ot of Repceemtatives, 90th Conests. Second
Seasson, on HR 15990, Juty 15, 1968, p.5
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The cost savings to the economy become particularly not-
able when the direct and indirect ravings in reduced un-
employment are considered. The Department of Labor has
estimated that up to a 7-percent increase in winter con-
struction costs will be offset by a decrease in unemploy-
ment insurance outlays."

Experience in other countries. Other industrialized coun-
tries began working on the diminution of seasonality of
construction employment sooner than the United States.
These steps have been particularly pronounced since the
end of World Wu 11. Two major weapons against winter
unemployment have been used by foreign policy makers:
compensatory employment and compensatory income
policies." Compensatory income policies will be dis-
cussed in the section on income maintenance measures.

Compensatory employment policies attempt to re-
duce seasonal unemployment in construction through pro-
gramming of regular public works projects, adoption of
emergency public works programs, stimulation of the pri-
vate construction sector, and scheduling of private proj-
ects.

Several Western European countries require all pub-
lic construction to take place either on a year-round basis
or to be concentrated during the winter months. In Ger-
many, for example, a government directive earmarks 30
percent of all Federal construction appropriations for use
between November and March. In Canada and Great Bri-
tain, administrative budget review is required to assure
that the maximum amount of winter employment is ob-
tained, and in many countries there are subsidies for winter
housing construction.

Sweden has a direct and comprehensive approach to
the full utilization of the construction labor force. Con-
struction scheduling, carried out through the issuance of
permits, is based upon detailed appraisals of local require-
ments and resources which are integrated into a national
program. Seasonal demand is leveled off in the peak season
by issuing building permits which require work to begin in
November, and often to be completed by April.

In the United States, public facilities account for
roughly one-third of total construction spending, but the
ratio is approximately one-half in Great Britain and Frsnce.
In Sweden, over 90 percent of all housing is built with state
loans. In addition, publicly owned and controlled industries
occupy an important role in the industrial structure of
many Western European countries and thereby introduce

5t
'bid., P. 6.

"For a more detailed description of these paogesu see E. Jay
Ho-iertitne., UPrarams for Proviting Wiste. Jobs in Corstructios,"
Mntbhly Labor Review, February 1971, pp. 24-32,-d Conpenr.-
toy Employment Pheernme-: An Intrnthntd Compaison of
Theb Rot, In Economic Stbiiaion and G-rrth (Pris. OECD,
1969); ata Jan Wittrock, Rddgri Seamonat Usrmplyoynent in the
Conhtrsctn Indaatvy (Pai. OECD, 1967).

an Important atabilization potential in the industrial con-
rtruction sector. Thus, the govemments of these countries
catn exercise a great deal of control over seasonal fluctua-
tions through the timing of construction projects.

The results of seasonal stabilization measures have
been fairly Impressive. In Sweden, fluctuations in employ-
ment in the controfled building sector have narrowed con-
siderably. Seasonal stabilization programs in Germany have
virtually abolished mas dismissais by medium- and large-
sized firms. Subsidies for winter housing construction in
Canada have virtually eliminated seasonality in homebuild-
ing.

The presence of a hlrge number of foreign workers in
the construction labor force of many European countries
offers another solution to seasonality in the host countsy.
In Austria, France, and Switzerland, such workers are
issued temporary work permits which require them to re-
turn home before the Christmas season. New temporary
permits ame then issued the following spring. This policy
exports the problem of seasonal unemployment to the
workers' country of origin.

Incomve maintenanee arrangemetits

Unemployment insurance and such income main-
tenance programs as short-time payments, "bad weather"
compensation, and early retirement benefits may have an
important impact on unemployment. Unemployment bene-
fits may encourage workers to remain unemployed longer,
while the other income maintenance measures may serve
to reduce unemployment.

High levels of unemployment benefits payable for
long periods of time allow worker to remain unemployed
longer while they seek work with skill requirements and
pay similar to those of their previous jobs. A major question
has been whether high levels of unemployment benefits
discourage efforts to frnd work quickly, thereby prolong-
ing unemployment. Several research studies during the
last few years have addressed this question.'

7

'
7

tephen T. Marstos, 'the Impact of Utwempiyment I.s.m-.
on Job Search," Brookbtc Papers an Eonamzk Actiety, Na. I
1975 (The Brookings Ianittfisa, Washtinto, D.C.), Martia S. Fetd-
stmi, "Lowering the Permanen Ratm of Unemployment," a study
prepaed for the Joint Eronaami Committee, Conereg of the
United States, Sept. 18, 1973, ad "Unemployment Intranr.
Time for Reform," Hamvard Baainch- Rere., sarch-Apri 1975, pp.
5161; H.G. Grabel, D. Mki, sad S. St, "Real and tnar1anre4n-
dared Unempblyment i Canada," Canadian Jmsrm1 ofEtonomlre,
May 1975, p. 174-9 1; C. Gmem and .M. Co-inea, Unretpoy-nt
m Cawnd The tpar of Uaempiyecet Inarooc- (Ottawa,
Ecnomic Counril of Cadsa, 1976); N. Swan, P. Mar Rae, and C.
Steinberg, Inreme Maintenante Puaragme Thr Effert on Laboar
Sapply and Anewet, Dem-ad in the Maritines (Orta.a, Eunom i,
Coanil of Canada, 1976); P. A. Cook, G. V. Jump, C. D. Hodgln,
and C. J. Sebo, Econmir Impact of Setected Goren.t Pro,

ama Direted Toward the LUbr Mart (Ottaw, Economic Coon-
cdl of Canada, 1976); J. S. Cabbia and K. Foley, "Tre Ent.at of
eenefit-InduAed Unemployment in G-et Btrti. Some New Evi-

den.e,"O ford.EJnomirPaper-, Matrch 1977,pp. 128-40.
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For example, three reports recensly released under
the auspices of the Economic Council of Canada investi-
gale various aspects of the impact of unemployment insur-
ance benefits on the rate of unemployment in Canada."
In 1971, a new unemployment insurance (Ul) act took
effect in Canada, extending coverage, increasing the maxi-
mum weekly benefit and the ratio of payments to former
earnings, and establishing more liberal eligibility require-
ments. Subsequently, seasonally adjusted unemployment
rose despite an increasing number of vacancies. While the
authors of the studies generally agree that these events were
caused by the 1971 revisions, each study focuses on a par-
ticular dimension of the relationship. Green and Cousineau
were primarily concerned with the impact on the unem-
ployed segment of the labor supply. They found that the
more generous Ul benefits strengthened the incentive to
remain or become unemployed, increasing the unemploy-
ment rate from I to 1.5 percentage points on this account
alone. Higher Ul benefits were found to facilitate a more
selective job search than would have been possible prior to
1971. However, other factors may have also been operating,
as noted in the study by Swan, MacRae, and Steinberg.
They confined their research to one region-the Maritime
Provinces-and concentrated on the effects of Ul on em-
ployment rather than unemployment They observed in-
creasing participation rates and employment levels for
women and young people as a result of the 1971 act.
Finally, Cook, Jump, Hodgins, and Szabo omited their
study to the macroeconomic impact of the revised at.
They found the new act was clearly expansionary, since
the unemployed were assured of greater purchasing power
tham they could otherwise have expected.

Some countries have instituted mechanisms to counter
the incentive to stay idle and live offunemployment checks.
Japan's approach is to pay workers a bonus when they go
back to work, with the size of the bonus determined by
the amount of time the worker could have continued to
collect benefits. France and Great Britain try a different
approach. They scale down the size of the unemployment
benefit the longer it is paid.

In some countries, the systems of benefit payments
to workers placed on reduced workweeks provide a mech-
anism for employers to keep workers partially employed
rather than laying them off outright when economic ac-
tivity declines. Such workers continue to be classified as
employed rather than unemployed. Construction workers
receiving "bad weather' compensation are also not regarded
as unemployed. Finally, financial inducements toward early
retirement may keep a number of persons out of the labor
force who might otherwise have been looking for work.

Unemployment insurance. An international comparison of
unemployment insurance systems indicates that most coun-
tries now have fairly broad coverage of the labor force, long

'XIbid.

Tabe 20. Urunployment insuranea spastars. mid-1975
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2Eligibility requirementaarY widely by Stte.
3Fur minimum bene.fit; 20 na of emplovment in the Pre-

uedin= ye er ronoinmd Om maximum benefit.
'Mdaximum duration fo, earnio-elarad benefitsn depnda upon

ase of claimant with durati.o risig with a.
'Figuren shon relate to fnlet. benefit. For .arnin-re.iatod

upplemeonr, waiting period is 14 days end maximum duration of
beneta is m2t eeks.5

Th. trade union system -on about twodtiedt of the labor
force and the labor market spport progom co.na the r-maind.r,
ncluding now entnts; other figunr mr tor "rda union atm.

maximum durations of benefits, and benefits which typi-
cally replace at least half of former earnings of the average
workerc." In the United States, each of the States, the
District of Columbia, and Puerto Rico have separate unem-
ployment insurance laws subject to broad Federal guide-
lines. Because no uniform system exists, the most frequently
applicable regulations must be used for comparisons with
other countries. Australia is not covered here since unem-
ployment relief payments are made in that country only to
persons with low income.

Table 20 indicates that Sweden leads all countries in
coverage of the labor force, with virtually all persons covered
who complete the specified waiting period. About two-
thirds of the labor force is covered by a govemment-subsi-
diced system run by the trade unions. In addition, in 1974
Sweden established a "labor market srpport" system ex-
tending coverage to persons not in a trade union and to
those whose benefits with the fund have been exhausted;
also covered are all workers 16 and over who have recently
entered the labor market as well as persons reentering the
labor market.

Canada. the United States, and Great Britain all had
coverage of at least four-fifths of the labor force in 1974.'°
The relatively low coverage in France, Italy, and Japan re-
flects, in part, large numbers of self-employed and unpaid
family workers, persons generally not covered by unemploy-
ment insurance.

"some additional iafonnanio. on unemployment compe-sation
is pneoted ii Coonroum Sorrentio, "unemploymnt Compensa-
tion mt Eigtht Industriat Notions," Monthly Labor Reruci. July
1976, pp. 18-24.

20In 1975, coverange in thb United Suts was icrased toubout
90 percnt of the work form under Emeigency Jobs and Unemploy-
meot Assisttens Act pasoed in Deember 1974.
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To become entitled to unemployment benefits, a
worker must have worked a certain number of weeks, be
willing to return to work or to undertake training, have suf-
fered loss of employment, and, in some cases, have met a
minimum level of earnings while employed.

AU countries except Sweden require a set length of
previous work to ensure that the unemployed person has
suffered a wage loss. In the United States, most States re-
quire a minimum amount of earnings in the preceding base
year rather than a minimum number of weeks of employ-
ment. In the other countnes, ebgibiity requirements range
from 8 weeks of employment out of the preceding 52
weeks in Canada (for minimum benefits) to 52 weeks of
employment out of the preceding 104 weeks in Italy.

In Sweden, new entrants and reentrants to the labor
force may become eligible for benefits after a 3-month
period of unemployment during which they are actively
seeking work. The ebgibdity requirement under the trade
union system is 20 weeks of employment in the preceding
year.

A waiting period must usually be served before un-
employment benefits become payable. Canada requires the
longest waiting pertod-2 weeks. The United States, Italy,
and Japan require I week. Less than a week is required in
Sweden (trade union system) and Great Britain (for flat-
rate benefits), and no waiting period is imposed in France
and Germany. Except for Japan and Sweden, a wasting per-
iod is required for each new spell of unemployment. In
Japan, a waiting period of any 7 days during the preceding
year satisfies the requirement. Technically, Sweden has one
waiting period of 5 days during the year, but a 1964
labor-management agreement provides for employer-paid
layoff benefits during this period.

In the United States, the maximum duration of bene-
fits tends to be adjusted according to the degree of unem-
ployment that prevails in the economy. In times of low un-
employment, American workers do not fare as well as
workers in most of the other countries studied, but in times
of high unemployment, benefits are extended under Federal
programs; during the 1974-75 recession, extensions to 65
weeks of benefits were enacted.t A similar mechanism
exists in Canada where the normal 26-week benefit period
is doubled when the national unemployment rate exceeds
4 percent, a condition met since 1967. In Japan, 1975 legis-
lation also contains provisions for extended benefit periods.

A maximum benefit period of I year is allowed in
Germany and Great Britain. In Italy, benefits are payable
for 26 weeks. Japan, France, and Sweden vary the maxi-
mum duration of benefits according to the age of the
claimant.

Uniquely, Japan provides a lump-sum bonus worth 30
to 70 days of unemployment benefits as an incentive for

t
The Iuormat U.S. btnefit period vasies fiom 26 to 36 weeks

acurdie to State.

quick reemployment. The payment is determined by the
umused portion of insurance rights.

Weekly benefits are expressed under most unemploy-
ment insurance benefit formulas as a percentage of the
worker's recent average wages. In the United States,Canada,
France, and Germany, a benefit ceding is imposed. In
France, the benefit is scaled down to a lower level after 3
months of unemployment. Under its regular system, France
provides flat amounts of unemployment assistance in com-
bination with the eamings-related insurance compensation
for the first 3 months of unemployment without a means
test.

22
Thereafter, the assistance payments are subject to a

means test. Japan and Sweden use systems of wage classes
that produce a scale of percentages which vary inversely to
previous earnings levels. The Swedish labor market support
system provides a flat rate benefit, using a means test.

In Italy, there is an earnings-related scheme for agri-
culture, industry, and construction; only flat amounts are.
payable to all other unemployed workers. Prior to 1966,
flat amounts were also paid in Great Britain, but graduated
supplements based on previous earnings have been added to
flat benefits for the first 6 months of unemployment.

Supplementary allowances for a nonemployed spouse
and children are added ia the form of flat amounts to the
basic benefit in France, Great Britain, and Japan. In France,
the supplements are provided under the unemployment
assistance program, subject to a means test. The French
worker previously earning the average manufacturing wage
would be eligible for the supplemental assistance if the
household had no other income than the worker's unem-
ployment benefits and a family allowance. In the United
States, only 10 States and the District of Columbia provide
dependents' supplements. In Canada, these supplements are
provided to workers whose income is below a certain level
or whose unemployment is prolonged.

Unemployment benefits may vary by level of former
income and mantal status. In addition, in all of the countries
except the United States, allowances are payable to families
with children and are paid whether or not a worker is un-
employed."

Table 21 presents a comparison of unemployment
benefits as a percent of a manufacturing worker's averag.
earnings in mid-1975.

2 4
In the United States, an unmarried

unemployed worker generally receives unemployment bene-
fits equal to approximately 50 percent of former gross earn-

"MeamFtlstd progaoms estbabish eligibily for benefits by
measuring ludividunt or fmily peioures aaaisst a stuaderd, umatly
based on subsistence needs.

"Famnlty.tu.w ces -e pharity tegul rant pa,_-"..awde by
ite government to famnies with children. In sums vousties, thbe
premrams sat incude educationat g- sts, birth grants., ate- and
cbid heasth servire, and s-metimes allowances for adult dpen-
dents. Family allowances ate payable to faniiies that run-a I
ehbld or more (Canada, Gesamy, Italy, and Sweden), 2 chid-en
or mum (Franc and Great Brtain), or 3 bhildmen or muoe (Japan).
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ings, although not in excess of a State-established maximum.
The maximum benefit in the majority of States is 50 per-
cent of the average State wage in insured employment.

In contrast, all of the foreign countries studied ex-
cept Great Britain provide more than 50 percent of the
sverage manufacturing worker's previous earnings. France
provides the highest level of benefits, replacing 90 percent
of former earnings to workers laid off for cyclical or struc-
tural reasons, subject to official authorization. In mid-
1976, about I out of every 8 persons registered as unem-
ployed was receiving this high rate of benefit. Workers not
eligible for this system receive a much lower level of
benefits.

Canada, Japan, Germany, Sweden, and Italy replace
up to 60 percent or more of former earnings of the average
manufacturing worker. In Italy, the highest benefits go to
industrial workers, who receive two-thirds of former earn-
ings. Italian construction workers can obtain one-third of
their former wage (plus flat-rate benefits) and agricultural
workers 60 percent; persons who lose their jobs outside
agriculture, industry, and construction or who did not
satisfy eligibility requirements are entitled to very small
flat-rate benefits.

Both France (regular system) and Great Britain scale
down the benefit amount after an intial period of unem-
ployment. In France, regular benefits amount to 56 percent
of the unmarried manufacturing worker's former wage dur-
ing the first 3 months of unemployment; thereafter, the
benefit falls to 50 percent. In Great Britain, a flat rate is
paid for the full year in addition to an earnings-eelated sup-
plement paid only for the first half-year; thus the 38-percent
replacement rate for the first 6 months falls to 19 percent
in the next 6 months of unemployment. Public assistance
payments, including compensation for mortgage interest
and rent subsidies, can substantially increase these ratios.

The payment of supplements for dependents in several
countries, and of family allowances in all countries except
the Umted States and Japan, causes the level of income sup-
port for an unemployed married person with two children
to rise relative to the US. level (table 21). The addition of

"
m

F.e -ospad.i.n it is uonowed that averap Aneea and Co-
adim w-rkee recese no dependents sippleents and that the
workee h.a bee ez oigshe avetoe wan Im wsnofortoring prior to
aaemtploymet. Eartnm re-taed uneosptoyont beaefits an based
on a person's emigs in a pert period of time. This past period
("banm perid') vaaies Ctom country to country. Foe esobpl,
re the majority of States in the United States, thi base period a the
highen quorter of woges during ti year preceding anemployment
In Japan, benefits ate band upon the oreage day wage in the
6 mooshs peeceding uoemployomt. ronce uses a base period of
the 3 mowats preceding unermpltyment. ho Gnat Britain, the
base period is tho tax yeer (Aprit-haleh) peecediag the earodat
year in which the claim to bnefnt is made. These srying boer
periods were not taken ito cacunt hr the crhoati.ot wade in
table 21. Those crati.ne simply state rhe evel of bh ftlt snail-
able in wid-1975 as a percent of nage wuoanfarturing eaninga
in rid-1975.

Table 21. Unemployment benefit as a perent of average
earnings, rnmufaesturing worker, mid-1975

Married worker
with 2 etildror

Corty jSingle Uttetiloy-Country -oker m ploy- .- t bene

benefits anity

United Stats' . ...... 50 60 50
C r t ............ 63 63 68
twin ............ 60 62 62

Regula ystem
Fit3months ...... 56 63 '69-77
Subaguent anths . 50 57 '63-71

Sagglereentary
b nefit syem3 .... 

90 90
o 2

6 -
104

Genv ..y........ 60 60 66
Great Britain .

Fin 6 months ...... 32 60 63
Net 6 months' ..... 19 41 44

Italy.
Flate benefiu ..... 9 22 22
Earnznspsertelsd

shreme ...
. .

..... 67 60 60
Sweden6 ...

. .
...... 62-72 62-72 67-79

t
Figne shown ar reprsnttie of the majority of States.2
Lwer fiestu relate to torely atlowee payable to trily

with mwo than 1 wan sner, higher figres includes single wan
easter allowanon.

3Fo, worker under an 60 lid off for cyolial nr str.titaral
0

Me-nstested public osaistana paymrent an isb tilly
rsise thes ratl ..

tientstdra sector eploy at the a-e enterprise for 3 moeths.0
Trde uno system. Nareeni. ten.e due to trade anion

dependents' supplements in Great Britain increases the level
of earnings replacement above the US. level for the first 6
months of unemployment. In France, the addition of sup-
plements under the regular system keeps the replacement
ratio higher than the US. level even after it is scaled down
following the first 3 months of unemployment. Under the
supplementary program, there are no dependents' supple-
ments, but family allowances continue to be received.

All the countries studied except the United States
provided for higher wage replacement rates forpersonseam-
ing relatively low wages. In Canada, a benefit rate of 75
percent applies to claimants with dependents and with
earnings below one-third of maximum weekly insurable
earnings. Similarly, Japanese workers at the low end of the
wage scale receive 80 percent of their former wage. France
allows a maximum payment of combined regular insurance
and assistance of 90 percent of the former earnings of the
household. This maximum is raised to 95 percent if there,
are dependents.

In Great Britain, the maximum of the flat rate plus
earnings-related supplements equals 85 percent of former
earnings. Germany allows unemployment insurance plus
family allowances to amount to 80 percent of former net
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earnings (about 70 percent of gross earnings). Sweden's
trade union system allows a maximum benefit of about 90
percent of gross earnings. In Italy, flat-rate benefits will
replace a higher proportion of the earnings of a low income
than of a middle- or high-wage earner. However, there is no
maximum percentage applied. In contrast to the foreign
practices, the United States does not provide higher replace-
ment rates to lower income workers. But such workers are
eligtble for such welfare programs as food stamps.

In the United States, unemployment benefits are
treated as tax-free income. This is also the case in Japan,
Germany, Great Britain, and Italy. In Canada and Sweden,
however, unemployment benefits are taxable; in France, all
unemployment benefits except the flat-rate assistance pay-
ments are taxable. Canadian unemployment benefits typi-
cally amount to 63 percent of former gross earnings, but,
after taxes, the worker actually receives less. Therefore,
Canadian benefits received by the worker are only slightly
higher than U.S. payments. Similarly, "after-tax" replace-
ment ratios in France and Sweden would be somewhat
nearer the U.S. level.

Short-time payments. In some countries, special payments
are available for workers placed on short workweeks. During
1974-75, the introduction or improvement of compensation
for partial unemployment permitted a fairly widespread
resort to part-time work in several countries as a means of
spreading a reduced volume of employment among the
work force.

For many years, statutory unemployment insurance
or assistance schemes in France, Gesmany, Great Britain,
and Sweden have contained provisions covering payments
for partial unemployment." Japan introduced such pay-
ments in 1975. In Italy, partial-unemployment compensa-
tion is provided by a special institution, the Wage Supple-
ment Fund. The United States and Canada do not have
systems for short-time payments.

Short-time payments replace 70 to 90 percent of fore-
gone gross earnings in Japan, 80 percent in Italy, 60 percent
in Germany, and about 50 percent in France. Generally, fi-
nancing is partly out of publc funds and partly by the firms
concented.

Almost 3 minlion Japanese workers (5 to 6 percent of
the labor force) received short-time compensation at some
time dunng 1975. In Germany, the number of such workers
peaked at 4 percent of the labor force in early 1975. There
were also large numbers of workers receiving short-time
compensation in France and Italy during 1974-75. Without
the special benefit programs, many of the workers on short
workweeks would have been unemployed. Short-time pay-
ments have undoubtedly played an important role in pro-

"Fr further info-mution see aSs A. Levits and Riehard S.
etous, 'work sbsring Initiatives at Home and Abroad,` M-they

Labor Rrs5,,. September 1977, pp. 16-20: and Peter Henle, Work
Sharing a. an Aleerneuaie io Layoffa (Washingtun, Curgesswinal
Rteearch Srvioe, July 19,1976).

tecting many workers threatened by dismissal in these
countries.

Some countries, such as the United States, have tra-
ditionally rejected the idea of compensation for short-time
work because it can encourage rigidity in the labor market,
with employers receiving public funds to keep workers em-
ployed while not adopting necessary technological and or-
gansational changes. While this argument is recognized as
valid, defenders of the short-time compensation system are
prepared to pay the price. They are convinced that, as soon
as temporary difficulties are overcome, it will prove to be
much more efficient and cheaper to have maintained trained
personnel.

t5
Also they consider that layoffs are viewed

most unfavorably by the public (see section on legal and
social factors).

"Bud weather" compensation. Most European countries
provide special compensation for construction workers who
lose work time on account of bad weather. These schemes
take three major forms: Statutory systems; collective agree-
ments; and collective agreements given the force of law.

To qualify for bad-weather benefit payments, workers
are generally required to report for duty at the usual time
and to remain available for any other reasonable alternative
work which may be assigned to them by the employer. The
mount of compensation ranges between 60 and 75 per-
cent of the basic wage, but in some cases is as high as 90 per-
cent. In some countnes, such as Austria, Norway, Sweden,
and Great Britain, a limit is placed on the number of hours
or days for which bad weather is compensated. In other
countries, such as Germany and Ireland, no time limit has
been instituted. In most countries, these schemes are fi-
nanced only through contributions from employers. In a
few countries, workers also pay contributions in addition
to their unemployment insurance contributions. In general,
government financing has been confined to occasions when
funds prove inadequate.

The system in Germany provides a good example of a
compensatory income program. Since 1959, construction
workers in Germany have been kept on the employer's pay-
roll during the waster months (November I to March 31)
and receive compensation-termed "bad weather money"-
for any days not worked because of inclement weather. The
employer pays the bad weather compensation along with
the workers' regular earnings and is reimbursed for the bad
weather pay by the Federal Employment Office. The Ger-
man construction worker does not sever his employment
relationship in order to collect benefits and he is not
counted as unemployed. Prior to the institution of bad
weather money, the German construction worker had to
either depend on unemployment insurance or find other
work during bad weather. The employment relationship

'6National Comissian eus Manpawer Pobly, Ree-aMinsgEar
opien Manpo.er Po1iier, Special Report Nu. 55 (Washington,
August 1976), p. 31.
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was severed and he was counted as unemployed in the
German statistics.

As a result of the bad weather money system,German
unemployment rates in the construction industry are not
appreciably higher than the overall unemployment rate.
Before the institution of the system, construction industry
unemployment was about 314 times the overall unemploy-
ment rate.

Another practice with a similar effect occurs mn Great
Britain. There, construction workers receive a guaranteed
minimum wage; this encourages their employers to utilize
work forces as fully as possible. The scheme provides for
the worker to receive the normal wage for half the time lost
duing a normal workweek, with a guarantee that he will
receive his usual pay for a minimum of 36 hours in a week.
He is also entitled to 36 hours of pay during the following
week. Thereafter, if the bad weather continues, he is re-
quired to register as unemployed under the unemployment
compensation system. This scheme places the cost of idle-
ness directly on the employer, thus creating an incentive for
him to stabilize production at the highest possible level.

Early retirement beenefirts. Payment of early retirement
benefits can reduce recorded unemployment in two ways.
First, the early retiree may withdraw from the labor force;
therefore, he would not be regarded as unemployed. Second,
his early retirement may free a job for an unemployed per-
son. Whether a retired person wishes to continue to work
depends in part on the amount of his pension. The higher
it is, the less likely he will be to continue working.

Various schemes for early retirement have been offered
to workers in several countries, usually for cyclical or stmc-
tural reasons. In France, for workers over 60 years of age at
time of dismissal or who become 60 while receiving unem-
ployment benefits, a 1972 income guarantee scheme re-
placed the former payments made to workers until they
reached retirement age- "waiting allowances"-under the
unemployment insurance programas 2 Recipients of the in-
come guarantee, unlike recipients of "wasting allowances,"
are not included in the registered unemployed. The scheme
guarantees that workers dismissed after reaching age 60 will
receive benefits up until their retirement at age 65. These
benefits are more generous than the normal unemployment
benefits, replacing up to 85 percent of former earnings.

As of July 1975, French manual workers who have
been engaged in more arduous kinds of labor, and also all
women workers who have borne at least three children, be-
came eligible for early retirement at 60 on the same pension
as is normally given at age 65 at The measure was enacted
partly in response to a union campaign for early retirement
as a means of combating rapidly rising unemployment. It

"
7
Oinaniatinn tor Ecnonmic Cspeontion and Dtvetnpm-nt,

Economic Suwey nJ Frnce (PaIris, OECD, Peblimuy 1973), p. 22.
5t

lncnmrs Data Services, 'Early Retirment for Seow Mmmid
Workekin FrancelIDlnSeenaionialReport, July 1976, pp. 2-3.

was estimated that initially about 75,00 persons were af-
fected by the new scheme.

In Great Britain, an early retirement scheme began in
January 1977,"9 It provided £23 a week tax-free to em-
ployed or unemployed persons who opted to retire a year
early. If such early-retirement volunteers were employed,
their employers had to replace them with someone on the
unemployment register. The initial trial scheme expired
at the end of June 1977, and 10,600 persons were involved.
A second phase of the scheme began July I, 1977, and was
expected to cover about 13,000 more persons,

Sweden instituted a national partial retirement scheme
in mid-1976.3° If the msured worker transfers to part-tume
work, he can receive a partial pension between ages 60 and
65. The pension replaces 65 percent of the income lost be-
cause of the transfer. The scheme is financed by employers
through a social insurance fee. The law also makes it poshible
to receive a reduced pension as early as age 60, while the
usual pensionable age was lowered from 67 to 65. For per-
sons who opt for early retirement, benefits are reduced by
0.5 percent per month below the age of 65.

Labor market programs

Labor market policies constitute the measures used
by government to upgrade the skills of workers, to create
jobs, and to match people and jobs. The general techniques
of labor market policy have been developed and used in
both Western Europe and North America. However, differ-
ences in economic environment, social attitudes, and insti-
tutional arrangements have had an impact on the mix of
labor market measures and on the way in which they have
been applied in different countries.' '

The following sections present a brief discussion of
some of the instruments of labor market policy used in the
major industrial countries. Government-sponsored adult
training seeks to upgrade the quality of the work force.
Public works projects have been used to create jobs in times
of cyclical or seasonal employment downturns. In the area
of matching people and jobs, relocation incentives for
workers and industries and the work of the national employ-
ment services are significant instruments of labor market
policy.

Tirining programs. The United States first embarked upon
a large-scale government program of retraining for adults

"Sre "Jap Swap," Incomni Datm Servies, IDS Inrerananal-
Reporn, Octobler 976, p. 2; sod "Job Reease Takes Off," De.
pan rnl of ofEmployment N-en, January 1977, p. 1.

s"u"edble Retirenmt PNoisions in Swede: A Novel System,"
Eumpeap Jndutrial Relamton, R-win, Marsh 1977, pp. It-i 2.

3 For a study of hee different strategies taken with muard to the
mu between uremplnyimit compen-ation and oth employment
policie, see Oepnization fot Economic COopeStijn and Devop-
meat, Unemplyment Cormpeseweon and Refaced Emplayneae
Pol1cy Memerun (Paris, OECD, forthconinhi).
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under the 1962 Manpower Development and Training Act.
The MDTA expired at the end of fiscal year 1973. Govem-
ment training programs are now authorized under the
Comprehensive Employment and Training Act (CETA) of
1973. Western European countries have been operating re-
training programs throughout the postwar period, and in
some cases, as far back as the 1920's and 1930's."

The European training programs offer adult trainees
a variety of benefits to enable them to undertake training.
These benefits include compensation for loss of earnings,
social insurance premiums, lodging and food, special cloth-
bng and tools, travel, and dual household maintenance.

3 3

Unlike the situation in the United States, where 85
percent of all training program enrollees were disadvantaged
in 1974,3 European training programis are not concentrated
on the disadvantaged. The European programs are available
to persons seeking advancement or preparation for short.
age occupations as well as to the unemployed and unskilled.

Public systems of continuous training of adults, some-
times called lifetime learning, are coming to the fore in
Western Europe." The need for a mome qualified work
force is judged to be so urgent and the right to training for
advancement so fundamental that France (1967 and 1971)
and Germany (1969) have made outright commitments to
the principle of universal eligibility to continuing lifetime
training. The existence of a vast amount of adult training in
the United States, including prsvate and public vocational
training, and the long period of general education compared
with other countries probably lessen the need for "perma-
nent education."

New enrollments in government-sponsored training
programs were 2.4 percent of the Swedish labor force in
1976 compared with 1.5 percent in the United States in
fiscal 1976.36 Recent rapid expansion in Canadian training

32
5
See Magaret S. Cordon, The Comparerir Experience with

)treain~g fegrmms in the United Statea a. d Euoepe (Berkeley,
Univerdty of Caifonsia, 1966).

33U.S. epartment of Labor, Manpower Adminotsrtion, Man
power Poliy and Programms i Fire Werev- Eseope.s Corar-,c.
(Manpower Research Blletin Nlmber I, July 166).

"Under CETA, the componsot ofpardtipantain U.S. prngrams
has hetnd somewhat. In fisal 1976, 76 percent of alt trainres
ander Tide I of CETA were clasified as disadvaot-ad.

3
5

Beatrdl Re-t.r., "Manpower Policy in western Earop,"
Manpowee, November 1972, pp. 16-22.

36U S. im-ues comprtie rut-tioe enrollmenrs under Tides t
01f, and IV of the Comprehensive Employment and Trainin Act.
Tide I anthories a eaticowide progeam of cnmprehensive emypoy-
ment and trainins -eawces. Trtc 01 provides fir nationulty spor,
eared and superasd trainmn and job placement piograms, for
wh speci groops as youth, offenders, older wokers, and others
with a paismiar tabo market diadvatgc. Tide IV prnvides the
asthorastron for the Job CorMs, s peogram of wrensitc edocauot.,

acwoang, and uaining for diwdvatged youth.

programs has put that country close to Sweden in the ex-
tent of adult training. German legislation in 1969 and 1971
had laid the basis for an explosive expansion of adult train-
img under public sponsorship, and France's 1971 law on
adult twaining sets a goal of keeping over 2 percent of the
labor force constantly in twining.

3
'

Sweden is unique in that it has deliberately employed
its adult training programs as an economic instrument for
countercyclical purposes, expanding them rapidly when-
ever demand slackens. Thus, the training courses in Sweden
are used as a form of public works for the unemployed as
well as a means of upgrading the skills of the labor force.
They have been an important factor in holding Swedish un-
employment rates low during economic downturns.

Job crartion. Public works projects are used in most coun-
tries to offset cyclical or seasonal declines in employment.
In Genmany, unemployment insurance funds may be used
to provide jobs on public works projects in lieu of making
unemployment insurance payments. The relief work pro-
grams include road construction, reforestation, and re-
covery of wastelands. Preference is given to projects likely
to lead to permanent jobs.

Projects similar to those in Germany are utilized in
Sweden. In 1976, almost I percent of the Swedish work
force was employed in relief works. The Swedish Labor
Market Board also has unique powers for stimulating the in-
vestment of private capital to create jobs and mitigate
cyclical fluctuations.

3
" This requires close coordination of

monetary and fiscal policy with employment policy. Em-
ployers may set aside as much as 40 percent of their profits
for capital investment, depositing a fixed proportion of this
in the Swedish central bank, without paying income taxes
on the amount set aside. When it is determined that capital
investment would be appropriate to combat a recession, the
funds may be released with additional tax incentives to em-
ployers who use them for new plant and equipment.

In the United States, the first large-scale public works
employment program since the 1930's was enacted in 1971.
Under this Public Employment Program (PEP), funds were
made available nationally for public service employment
when the national unemployment rate equaled or exceeded
4.5 percent for 3 consecutive months. As a result, 226,000
persons, or about 0.3 percent of the labor force, obtained
employment during fiscal 1972. PEP was terminated at the
end of fiscal 1973, and public works jobs are now funded
under CETA. In fiscal 1976, first-time enrollments an public

"tIn 1973, about 3.7 percent of the French tabor force received
training in whole or in part with gumonrom- funds. Since many
renews are of brief duration, a wittker proportin of the Labse
form wa, m govemmenrt-fnded training ar any one time.

38Sm Hans Hares, "Swedish Fire Taning," ChatleMe, March-
April 1976, pp. 39-42; and "Anti-Recsoon Pouncei m Sweden,"
OECD Obhsere, March-Apot 1976, pp. 3t-32.
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service jobs under CETA totalled 487,00, or 05 percent
of the US. labor force.

3
9

Matching people and jobs. AU Western European countries
and Canada include relocation assistance as an important
part of their labor market programs. There are allowances
for travel expenses, payments to cover the cost of moving
household goods, and in some countries a rsettlement
allowance to help defray the expenses of selling one home
and buying another and allowances to cover the added ex-
pense of maintainig two households if the worker cannot
move his family right away. In the United States, relocation
with government assistance is not extensive."

0

The United States has had some experience with
fostering economic development in lagging regions beginning
with programs under the Area Redevelopment Act of 1961.
In the mid-1960's, further steps were taken with the enact-
ment of the Appalachian Regional Development Act and
the programs of the Economic Development Administra-
tion. There provided for business loans, grants and loans
for public works and development facilities, technical
assistance, and research assistance i areas with relatively
high unemployment.

European countries have had considerable experience
in the use of programs to attract industry to areas where
unemployment is high. In Germany and Great Bnstain, there
are programs to encourage investment and industrial growth
in areas where surplus labor is available. France uses a sys-
tem of loans, interest subsidies, and tax incentives to guide
industrial location. In Sweden, the Labor Market Board can
influence the location of industrial enterprises through its
authorty to approve loans.

Measures to improve information about available
workers and job vacancies concern both the demand and
supply side of the labor market. Employment services in
almost all countries studied have been modernized, although
the scope and quality of the services offered vary from
country to country.

It should be noted that only in the English-speaking
countries-the United States, Canada, Australia, and Great

"Ecuoimentsnunde, Tides II and VI nf CETA. Tite It uthorizes
transitionai public servie emplsyment and othee muopower servics
as feas with 6.5 petemi or higher mcemptorrerent for 3 nonsm-
tive mont.i. Title VI authorues a temporary emesgescy peogram of
public service jobs to help ease the impact of high unemployment.
Public works jobs have also been areated by the Public Works Eoan
omic Development Act. By June 30, 19773 stOn th6it-teen jobs,
smooonetig to 19,900 labor months of work, had been created by
this act.

4 0
Relncgtioo assistance peojectsroe workn weee ondeetaken

under the MDTA, which aided the ehication of about 14,000
workehs and thei fuinnies between 1965 aod 1969. Congress
did not appopeiute any funds for theu projects titer 1969. Them
hi mlocatiin anrthanoe avslable undes the Trade Act of 1974 to
woekees whb osu their jobs because of inpnets.

Brttain-is there extensive activity by private employment
agencies. In most countries such agencies are forbidden, re-
stricted to certain occupations, or regulated. In Great
Britain, regulatory legislation was passed in 1973 which
established licensing requirements for private employment
agencies.

Data-processing techniques have frequently been in-
troduced as employment service agencies to match job va-
cancies and applcaits with a minimum of delay. Japan
has pioneered in the development of a computerized em-
ployment service linking the 700 offices of the service with
a Labor Market Center. Only in Japan and France does it
appear that computers do the work of matching job requare-
ments and candidate qualifications." In the United States,
for example, job banks in most States have eliminated
tedious searching through files, but searching on supply
and demand sides is carried on separately.lnJapan,Sweden,
and Germany, mterregional placements have grown whereas
in the United States local market clearance predominates.

Factors affeeting youth unemployment

The business cycle has a pronounced effect on youth
unemployment. Thus international differences in youth un-
employment rates are partly the result of cyclical factors
such as the timing and severity of recessions. However, in
times of both prospenty and recession, she United States
has had youth unemployment rates which rank among the
highest as the industrial world. The United States has also
had a rather wide differential between youth and adult un-
employment rates, although some countries have caught up
with or surpassed the United States in recent years in terms
of the youth-adult differential. (See chapter 3.)

Some of the factors which may affect intemational
differences in youth unemployment rates are discussed be-
low. Supply and demand trends in the youth labor market
are discussed first. Other aspects considered are the student
labor force, apprenticeship, counseling and placement serv-
ices, and ise youth minimum wage.

Supply and dentand. As indicated in an earlier section, the
United States and Canada have had rapid increases in the
teenage labor force during the period since 1960, while the
European countries and Japan have had declining teenage
work forces. Thus the United States and Canada were under
pressure from a fast-growing teenage labor force which con-
tributed to higher rates of both overall and teenage unem-
ployment. However, some counirtes in which the teenage

aDprgauiaoon for Economnic C.npetfion and Devehipaent,
Jsflaets the Psea-se Prooble (Pta, OECD, December 1970),
p. 10l; and M.anpowe Policy in Jpan," OECD Observr, April
1973, p. 34. Computer peeusnig of job opentuds and job eppy-
mass a fEnmas began in 1977. Thi system milutty operates on
a gioUi bases and them me plans ao eveoiiany estiblish hh.
between the gagana comnpute systems.
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labor force has actually declined-e.g., France and Italy-
also have substantial youth unemployment.

During the 1960's, a tight labor market in many Eu-
ropean countries and Japan fostered a high demand for
young workers. Labor shortages gave many young people
opportunities to choose among jobs and to enter the occu-
pational hierarchy at higher levels than would have been
possible in less favorable times. The favorable expertence of
the 1960's has been changing, and several countries have
observed a deterioration in the relative position of youth in
recent years as structural problems have been intensified by
deep recession."

In some nations, new entrants are eagerly sought by
employers who are willing to take youngsters without
occupational skills or previous work experience. Japan,
Great Britain, and Getmany are among the countries where
the transition is eased because employers recruit young
people straight from school and provide training for many
of them. While this acceptance of youth is less common in
France, it is even less visble in the United States where
employers exhibit little active interest in hiring teenagers.

43

According to one study, employers are reluctant to hire
American teenagers because of restrictions on employing
them in hazardous work, the cumbersome machinery of
work certificates, union restrictions, and problems of trans-
portation."4 Also, dissatisfaction with teenager absenteeism,
unreliability, and job performance is common.

The snarunt labor force. The labor market activity of stu-
dents in the United States differs markedly from the pattern
abroad. The frequent entries and exits of students in the
American labor market do not occur to any significant
extent in Westem European countries and Japan. The work.
ing student is very much an American phenomenon. The
young persons who work or seek work in other countries
are mainly out-of-school youth.

asn respona. to the rnse in yoath unemploymest duringf the
1970u. the OECD has carded out research on the probleme fCaed by
young people m tir theonition from sbhool to murk. So The Entry
of Youneg Peep into Working Life (Paris, OECD, 1977). In addi-
ien, the OECD convened a 'tHigh Loves Cnlerenoe on Yunth Un-
emptoyment" in December 1977 to weak et a diaenois of the
problem nd to xchange ndtinna eaperitene concemring the
meism-- token to deal mith yiush knempteysent. The Coancit of
Minister of Sedal Affair of the Eraroprmn Communities (EC) alo
held a eanfenre. on yosth unemployment in hen 1977 to identify

where commn ntion might be -mnosety.
45

Beatrice C. Renbens, "Foreign and American Eapetience with
the Youth Transition," in Frm School to Work- Imprnovlr the
Dnrutinors, a ceecidon of policy paper pmpared for the Nation
Commisdon for ilmopewe Polcy (wasaington, U.S. Govemment
Printing COfr, 1976). p. 274. S. s Beatoce G Rebens, Brde
en Workt: l1rersaeicea Cemparireer of T.anIseic Servicer (New
York, Utnbere Ronks, 1977).

44 Ymrt Uemptoyerer and Miniea Wager (LS Bultetin
1657, 1970), p. 69.

In the United States, unemployment rates for stu-
dents have been higher than for nonstudents under age 25
since 1965, reversing the ustution of the early 1960's and
previously, when the rates were higher for those out of
school. The higher rate among students may reflect -the
much larger numbers seeking employment and their limited
availability with respect to hours of work."

t

Separate figures for employment and unemployment
of students are not available for most countries. No country
has a survey as comprehensive as the October special labor
force survey questions on students for the United States.' 6
However, some information on student labor force activity
is available for Canada, Great Britain, and Japan.

According to the October 1975 survey for the United
States, 31 percent of all employed persons age 16 to 24
were enrolled in school. If part-time college students are
exaluded, the proportion declines to 26 percent. Persons
enrolled in school accounted for 14 percent of total US.
unemployment. If they had not been included, the October
1975 unemployment rate (not seasonally adjusted) would
have been 6.7 percent rather than 7.8 percent.

A recent special study on labor force activities of
Canadian students presented some data which can be com-
pared with the US. October surveys." The figures indicate
that student labor force activity in Canada, although sub-
stantial, is not as widespread as in the United States. In
October 1975, 24 percent of all employed persons age 15
to 24 were enrolled in school. If part-time Canadian stu-
dents are excluded, the proportion falls to 19 percent. Per-
sons enrolled in school accounted for II percent of total
Canadian unemployment in October 1975.

British full-time students who also worked accounted
for only 9 percent of total employment of 15- to 24-year-
olds in 1972. Thi figure is an annual average; a figure for
students working during the school term (as reflected in
the U.S. figures for October ) would be considerably lower.
However, even on an annual bauss, the figure is well below
the U.S. and Canadian proportions for October.

In Japan, only about 50,000 persons are normally
engaged in both work and schoohng. This represents less
than I peccent of employment in the 15- to 24-year-old
age group.

The United States has much higher proportions of 16-
to 19-year-olds in school. (See table 22.) For example, about
94 percent of all 16-year-olds are in school in the United
States, 80 percent in Japan, 40 percent in Great Britain,
and 30 percent in Germany. For 19-year-olds, the contrast

'S Anre M. Yonng, "Employment of Schoot Age Yooth," Month
4y Lubo, Review, September 1970, p. 9.

4'FEr enarph, me Anne M.. Young, "Students, Graduates, nd
DOposts in the Labor Maket, October 1975,' Mosthly Labor
Renier, Jane 1976, pp. 37-41.

4
7

Leontl Plan, Ltou, Force Arnbie/e end Clsrraeeererwic of
SatdetsStstistica Csntda Rmearh Paper No. 14,Joty 1977.
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Table 22. Percent of 16- to 19-year-olds in educational
institutions, all levels, 1966-72

Caantrv r r~rAge
__________ _1_ 16 17 1 S 19

United Sat.es 1970 94.1 a65 58.1 45.4
A raia ...... 1972 54.9 36.3 1s9 10.7
Caada...... 1970 87.1 69.0 45. 30.3
Franc ........ 1970 626 455 306 21.8
Gnerany 9.... 3969 31.3 19.2 12.9 96
Great 6riain .. 1970 41.8 25 17.4 13.7
Italy ....... 1966 33.8 274 19.7 11.0
Ja an ...... 1970 80.0 743 29.5 225
Se.id ....... 1 972 73.7 60.7 40.7 24.0

SOURCE: Org-nimaion for Economic Cooperation and Del.
optent. Eduuerion l Seanitk, Yearbook, Vot 11. Country Tablet
(Pans, OECD, 19751 ims taboloed by Beatrice Reob-ns in Frot
School to aWrk: Improig the Tran-itjon, a collection of poliy
papers Prered r the Notional Cotmisaion Itr Manpower Policy
(Wvashigton., U.S. Gnnernnans Printing Ofice, 1976), p. 260.

is even greater. Thus, other countries have a much higher
proportion of teenagers who ate out of school and working
at or seeking full-time year-round jobs. Furthermore, those
young persons still in school in Europe and Japan usually
do not also participate in the labor force. This has been at-
tributed to the academic demands of school combined with
government funanctal support to young persons, especially
those in low incoane families, who continue their education
beyond the legal minimum age.

Apprenticeship and formal trainingprograms. In the United
States, a small proportion of high school graduates enroll In
apprenticeship or vocational training courses. A study of
the high school class of 1972 indicated that only 1.9 per-
cent planned to enroll in apprenticeship or on-thejob train-
ing programs and 10.8 percent planned to take vocational
or technical training at specialized schools or junior col-
leges.

4 8
The total number of apprenticeships completed

annually in the United States is roughly 50,000, with
292,000 persons enrolled in such programs as of January I,
1975. In contrast, Germany, with a much smaller popula-
tion than the United States, had 1,400,000 persons in ap-
prenticeship programs dunog 1975. The contrast was even
greater in 1960 when the United States had 166,000 and
Germany had 1,224,000 apprentices in training. In that
year, France had about 140,000 enrolled apprentices and
Great Britain had 123,000.

In most foreign countries, apprenticeship and voca-
tional education are widespread. Vocational education pro-
grams are predominant in France and Sweden; apprentice-
ship training is the principal type of industrial training for
youths in Great Britain and Germany, and is widely used
elsewhere. In Japan, training within enterprises usually

4aNOtiOn Cante foc Edacatio Statlntas, Nonlol ongtsdfral
Stsdy of the HRih School Cksh of 1972, Data File Uses Manual
(Washbinton, Depomnemt of Htaith, Educatmo., and Welfae,
July 1976).

marks the beginning of life4ong employment. Where ap-
prenticeship programs are sigsificant, they provtde employ-
ment security for a good proportion of the young people in
the labor force. Apprentices are not immune to unemploy-
ment but they have shown greater stability during training
than other youth. c sistorically, countries with extensive
apprenticeship programs have had low youth unemploy-
ment.

Apprenticeship in America never acquired the scope
or prestige that it enjoyed in Europe bemuse the economic
and social development of the United States did not encour-
age this form of craft training. Neither employers nor
workers were eager to enter agreements that would be bind-
ing on them for a period of years. US. unions obtain the
bulk of thenr membership through channels other than ap-
prenticeship.

5 0

In recent years, apprenticeship has been declining
relative to other activities of young people in those coun-
tries where apprenticeship fonmerly was well estabhlshed.
The number of apprenticeship plares has been declining
in Germany, Great Britain, and Australia, for instance.
Employers are increasingly reluctant to undertake ap-
prenticeship because of the rising cost of training, the trend
toward longer schooling which deprives the employer of
the preferred age group, and technological changes which
require a broader, general educational background and
wider, less specialized training."

1

Counseling and placement services. Several countries, in-
cluding Germany, Great Brtain, and Japan, engage in ex-
tensive counseling and placement activities for youth.

5
"

In Germany, for instance, the Federal employment serv-
ice and its local agencies provide nearly all students with
comprehensive vocational orientation before graduation.
If training in the chosen occupation is not available locally,
the vocational guidance service can provide youth with fi-
nancial assistance to go where training is given. In Great
Britain, staff members of the Careers Offices of the Youth

4 0
9strice G. Reubens, "Forgn Experiene," im Repit of Cos-

tressinbl Badget Offce Conference on The Teenage Usopby.
muen Prnbler: Whit Are the Opa-rb? C-onges f the United
States, Ccngressional Budget Of fim (Washington. U.S. Govemment
Printing oM., Octobet 14, 1976), p. 56.

"
0
Thoma H. Part-n, J., Manpower Planning and the D-tvop-

menr of Roman Rmrsct (New York, Joho Wiley and Soot. 19711,
pp. 294, 300.

"Beattice G. Reubens, Policleo foiApp-mticeshap, Unpublished
study prepared for she Oagaoition for Eccnomic Cooperation
and Develtpment, 1977.

tORItbens, Bridgen to Work p. ict.; Tmnsinon from Srhool
oc Work in Selected Coanlrdeo. B -rea- of tLber Statistics, August
1969); David Bauer, Factoia Moderartg Unempyment A brod
(New Yorb, Tho Conference Boasd, 1970), pp. 8-9: and Maop-enr
ReporeofthePl.e.ideat, 1968,p. 118.
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Employment Service interview almost all school leavers.
During the 1960's, they placed approximately one-third
of all youths in their first jobs. The public employment
service in Japan conducts guidance programs and provides
information to the education authorities, who in turn give
vocational orientation in the schools. Partly as a result of
the deliberate efforts of the official guidance and place-
ment services to prearrange jobs, a large portion of the
youths of these countries are able to obtain their first job
after leaving school without experiencing an initial period
of unemployment.

Youth minimum wages. Wage differentials based on the
worker's youth alone are used on a very limited basos in the
United States. The Fair Labor Standards Act contains pro-
visions for subminimum wages for students and learners,
but these provisions have not been used to any significant
extent partly because employers generally regard the re-
quired recordkeeping as too burdensome. Also, employers
feel that students are not willing to work at submimmimum
wages.

In contrast, differentials between youth and adult
wages are common in Western Europe and Japan. Some
countries have minimum wage laws that provide for lower
minimum wages for teenagers. Some have collective bargain-
ing procedures that can result in differentially lower wages
for young workers. Still other countries use both mech-
anistins.i

5

Under collective bargaining agreements in Great
Britain, youth enter employment at about 30 percent of
adult earnings and, by steps, reach adult wages normally at
age 21 for men and 18 for women. In France, with both a
statutory minimum and minimum rates set under collective
bargaining, there is a system of reduced rates whereby
youth enter employment at about 70 percent of the adult
minimum at age 16 and reach the adult rate at age 18. Youth
wage rate schemes are also used in Canada, Germany, and
Japan. In Japan, where wages are based in large part on age
or seniority throughout working life, young workers start
at about one-third the adult rate.

It has been argued that relatively low wages for teen-
agers compared to adult wages tend to facilitate the employ-
ment of youth. One study concluded the following:

The evidence from abroad indicates that low wages
for youth are an inducement to employers to seek
young workers eagerly. The relatively low youth
unemployment rates abroad ...are partially a re-
flection of the fact of low wages for youth.

54

53Youth Unespy.sent and Miecnmm Wages, pp. 107-12,
135-79.

This study pointed out that low wages for youth in
Europe cannot be separated from the extensive apprentice-
ship programs in such countries as Germany and Great Bri-
tain and from the lifetime employment system in Japan
under which high wages in later years with the firm offset
the low wages paid young workers. Also, experience in
foreign countries having institutions different from those
in the United States has a limited application to American
teenagers who are much more likely to be looking for apart-
time job rather than a permanent job.

The situation in France and Canada demonstrates
that more is involved in achieving full employment among
teenagers than provisions for lower wage levels. Both of
these countries provide youth minimum wages, yet both
have high youth unemployment. Furthermore, in spite of
legislation and agreements for youth differentials, the actual
earnings of youth havd risen faster than those of adults in a
number of foreign countries." Thus, several European
countries report a growing reluctance on the part of em-
ployers to hire young people because of relatively high
wage rates and fringe benefits for entry-level jobs which re-
sult in a cost disadvantage if training and induction costs
are included. Apprentice wages have also risen considerably
in Westem European countries.

Legal and social factor

Legal and social factors play an. important role in
holding down unemployment in Western Europe and Japan.
Unemployment in several European countries has been
curbed by legislation or labor-management agreements that
shield workers from layoffs. U.S. job security measures, by
contrast, are much weaker. Where they exist, they are based
on seniority and umally specify severance pay related to
the length of service. 

6

In Germany, under a 1951 law, a legally valid dis-
charge may be declared ineffective by the Labor Court if it
is "socially unjustified," that is, if it cannot be based on the
characteristics or conduct of the employee or on important
needs of the enterprise. Even if important business needs
warrant the discharge, it is nevertheless "socially unjusti-
fied" if the employer selected the worker for discharge
without giving sufficient attention to the social factors in-

,volved.'7 The procedures required under the 1951 law
were made even stronger by the Works Constitution Act of
1972. Under certain collective bargaining agreements, Ger-
man employers are prohibited from dismissing workers be-

SsReubens, "Puoeign Espedeace," pp. 28748.

6Davld Jenkins, "Job Secuety Measures Growan Througnhout
Europe," World of Wotb Repirt, July 1976, p. 3.

547Thmns W. Gavett, "Yoith Un.aplnyment and Mininum n 7Kunt Brman, "Enenpean nimitations on Employme Dimnedlm,"Wag.s,"M-nthly Lab.,t Revkiw, Matrb 1970, p.9. Maethly LabeRevte, January 1965, p.6
7
.
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tween a given age (ages 45 to 55, depending on the indus-
try) and the age of pensionable retirement.

5 8

As a good example of how the German system
works, one of the companies of the Thyssen group carried
out a massive reorganization, involving the loss of about
6,000 jobs. The head of the fimn's works council, which is
an employee-run unit financed by the company, discussed
problems with the employees, found jobs for many in other
units of the company, and negotiated numerous problems
with management. Not a single day was lost through labor
conflict and no one suffered exceptional hardship. 9

Stnct legislation also exists in Italy. Courts have ap-
plied tough standards to judge whether adequate justifica-
tion exists for a dismissal; if not, a dismissed employee is
entitled to reinstatement or an indemnity of 5 months'
wages. In case a layoff is eventually made, the employer is
required to take account of a number of factors, including
the family responsibilities and economic situation of the
workers. In many firms, labor agreements also provide pro-
tection. At Fiat, where worker protection has been increas-
ingly strengthened by labor contracts durihg the past few
years, no reduction in the work force is permitted.6

0

The French Ministry of Labor can require an employer
to postpone separations for economic masons to allow the
Ministry time to determine that every precaution has been
taken to minimize the hardship on workers. The employer
is expected to make strong efforts at the firm's expense to
find another job for workers about to be separated.

A national agreement on security of employment was
signed in February 1969 by French employers and all the
trade union federations. This agreement, like the individual
industry agreements which followed it, recognizes the re-
sponsibility of the parties towards security of employment.
In the case of prospective dismissals, the firm must consult
with the plant employment committee and give due notice,
endeavor to minimize dismissals, and utilize intraplant or
intracompany transfers. Reductions of staff must be
achieved as far as possible by attrition. The employer must
give a dismissed worker priority reemployment rights for a
year, guarantee seniority rights with the fun, and assist him
in obtaining all unemployment benefits to which he is en-
titled. The employer "must search for possiblities of re-
deployment likely to suit the wage-earners who are dismissed
as well as training facilities from which these workers might
benefit.""

s Ed4ward Yemin, "Job Secasity Inluear. af ILO Standardi nd
Recent Trends," fnrreneionf LAbc Rvie, annnry-Fbersy
1976, p. 3.

5
"Jenkins, p. rt.,p. 3.

m`Jenkim, op. da., p. 
4
.

6Oiwimtion for Economic Coopertion nd Devdepmeat,
Ma-npo'rRPof&y in Face (Paw OED, 1973), p. 63.

An employer's ability to lay off workers is also con-
siderably restricted by Swedish law. Existing protection of
employees was improved when the Security of Employment
Act went snto effect in 1974.62 According to this law, an
employee can only be dismissed on "reasonable" grounds.
The law virtually prohibits the dismissal of any employee
except for the most serious misbehavior. The law is so
stringent that it is beginning to show some counterproduc-
tive effects. It has had a negative effect on the employment
of workers who find it more difficult to prove themselves-
e.g., the young, the old, and the handicapped.

6
" The Pro-

motion of Employment Act of 1974 contains rules designed
to help older employees and disabled workers. According
to these rules, labor market autherities are to negotiate
with the employer and appropriate trade union in an effort
to alow such workers to retain their jobs.

Laws or labor-management agreements requiring ad-
vance notice of layoff give workers time to look for another
job prior to dismissal. Where advance notification provisions
are in effect, they allow for the placing of at least some
workers in new jobs without a period of unemployment
associated with the job search.

In the United States, most collective bargaining agree-
ments do not contain clauses prescribing advance.notice of
layoff. Moreover, those provisions that deal generally with
advance notice of layoff (43 percent of the major agree-
ments) normally specifly only a very bmited time period-
in most cases less than 30 days.

0
"

Advance notfication has been required by various
laws regarding the dismissal of workers in Westem European
countries. One type of law obliges the employer to notify
the employment service of the impending dismissal. Such
laws exist in France, Germany, and Great Britain. In Sweden,
the Employers' Federation has an agreement with the
Labor Market Board which requires a minimum of 30 days'
notice to the employment service by employers preceding
collective dismissals. Also, the Promotion of Employment
Act (1974) contains rules concerning periods of notice to
trade unions before production cutbacks can involve dis-
missals.

Another type of law calls for advance notice to em-
ployees prior to dismissal. France, Germany, Great Britain,
and Sweden have such legislation. For example, the Swedish
law on Security of Employment requires a minimum of I
month's notice, with longer notice (up to 6 months) as an
employee gets older.

Besides laws, social custom and tradition play an
important part in diminishing the threat of layoff in Europe
and Japan. Employers avoid dismissals if at all possible be-

2Ln~nEart Foeback, lnduatsnsl R ioo. and Enpinysent hi
Sweden (St.dchheh, The S.edish -istimte, 1976), p. 99.

.3,e,,insop pet.,p.4.

640-tri-aice of MaO.r Co.Hcrtie B. irdg Agreemret.
Jdyl,1975 (BLS Baltetin 1957, Bureau of Lahor Statitics, 1977),
p. 89.
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cause they feel a high degree of responsibility for their
regular employees and continue to provide employment,
perhaps at reduced hours, when production declines. In
addition, the employer may be somewhat afraid of loss of
prestige among his fellow employers, because layoffs might
be interpreted as proof of his failure as businessman. In
Sweden, for example, companies reportedly try greatly to
avoid the weakening of their reputation for job stability,
especially since most major employers are located in smal
towns or cities, where company practices are common
knowledge."

5

Recognized "regular" employees in Japan benefit
from a paternalistic attitude on the part of employers that
is unmatched by other industrial nations. In large Japanese
enterprises, appointment to a regular job virtually assures
employment until retirement, and the employer takes re-
sponsibitity for maintaining the worker during periods of
economic adversity.

In most foreign industrial countries, legal and social
restrictions against layoff are reinforced by the reluctance
of workers to change jobs in search of improved wages or
working conditions. In the United States and Canada, labor
turnover rates in manufacturing are significantly higher
than in Western Europe and Japan. The United States and
Canada have approximately 50 to 60 separations (quits,
layoffs, and other job terminations) annually per 100 oc-
cupied jobs. European separation rates, in contrast, gen-
erally range from 30 to 40 per 100 jobs, and Japanese
separation rates are even lower, under 30 per 100 jobs
annually. Quit rates, where available, show a similar dis-
panty among the United States, Canada, and other in-
dustrial nations.

Data on the duration of unemployment indicate that
a larger proportion of U.S. and Australian unemployment
is of the short-term job-changing variety compared with
other countries. However, it is not known to what extent
differences in the proportion of those unemployed for
long periods can be attributed to differences is the dura-
tion and level of unemployment benefits.

In the United States, mobility is often considered
a desirable attribute of a worker even though the search
for a new job may entail some unemployment. In contrast,
the job attachment of European and Japanese workers is
much stronger than in the United States, partly because of
the belief that a change of jobs i likely to reflect unfavor-
ably on a worker's dependability.

Conclusion

Why there has been more unemployment in the
United States than in most Western European countries
and Japan is a question to which there is no simple or uni-
versally accepted answer. The foregoing analysis has re-

6 5
enki.s, p.de, p.4.

wealed several reasons for differences in unemployment
rates. The relatively rapid increase in the US. labor force
has contributed to higher unemployment here. The labor
force in most other countries has grown quite slowly or de-
clined. Teenagers make up a relatively high and growing pro-
portion of the labor force in the United States. This is sig-
nificant because teenage unemployment is higher than the
overall average in all countries. The teenage labor force has
grown rapidly in the United States while declining in all
countries except Canada and Australia. This decline has
helped keep Western European and Japanese unemploy-
ment rates down, but, in the early 1960's, when teenagers
constituted a larger proportion of the labor force than in
the United States, these countries had substantially lower
unemployment rates than the United States. The small
proportion of the U.S. labor force engaged in agriculture
and the large wage and salary component have also con-
tributed to our higher unemployment rates compared with
most industrial countries.

Cyclical flows of foreign workers to and from certain
European countries help to dampen unemployment in-
creases during recessions. The United States does not have
significant cyclical movements m its foreign labor supply.

In many European countries, strong efforts have been
made to achieve a better distribution of work throughout
the year by reducing seasonal fluctuations in hirings and
dismissals. Goversment directives and financial incentives
have helped to lower seasonal fluctuations, particulariy in
the construction sector. The United States does not exert as
much control over construction scheduling as some other
countries.

Income maintenance arrangements may have an
important impact on unemployment statistics. A com-
parison of unemployment insurance systems reveals that
most countries now have a faidy' broad coverage of the
labor force, a lengthy maximum duration of benefit pay-
ments, and benefits which typically replace at least half of
former earnings of the average manufacturing worker. Most
foreign countries provide higher levels of income replace-
ment to the unemployed than the United States, especially
when dependents' supplements and family allowances are
taken mto account. On the other hand, the United States
provides a comparatively long duration of benefits during
times of recession. In some countries, bonuses for quick re-
employment and the practice of scaling down benefits
after a certain length of time may provide incentives to find
new jobs more quickly than would otherwise occur. Short-
time payments, "bad weather" compensation, and early re-
tirement arrangements may also seine to avoid statistical
increases in the number of unemployed persons. The under-
employment of many workers receiving short-time pay-
ments abroad does not show up in the unemployed count.

Some countries have experienced much lower levels
of youth unemployment than the United States. One
reason has been the great deal of student labor force activity
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in the United States compared to abroad. Also, European
educational and labor market institutions have tended to
put the masses of youth into training for narrow vocational
specialties while American youth are still continuing general
education. The European system's emphasis on apprentice-
ship and vocational training tends to put young people into
stable work-training relationships that discourage mobility.
The prevalence of "lifetime" employment arrangements in
Japan also discourages worker mobility.

Thus, joblessness among youth abroad has been
checked partly because of vocational guidance and indus-
trial training which reduce the frequent job changes and
spells of unemployment characteristic of young persons in
the United States. However, vocational education in Europe
reflects a heavily structured status system for entry into
jobs-the kind of system that has been traditionally rejected
in the United States.

t
6 A firm decision regarding a career at

the age of 15 to 17 is common in Europe. These countries
seem to prefer to structure the early years of work by such
devices as apprenticeship systems, severance pay regulations,
or lifetime contracts, as in Japan. While these devices re-
duce the level of frictional unemployment, they also reduce
mobility and possibilities for career changes m later life An
the United States, youth counselors have stressed the im-
portance of extended schooling rather than early career de-
ision because of the wider range of jobs open to persons

with high school diplomas and college degrees.
The threat of layoffs in Europe and Japan is consider-

ably diminished by legal restraints and management's reluc-
tance to let workers go. Moreover, the worker's attachment
to the job is firmer abroad than in the United States. Labor
mobility is low, and shor-term transitional unemployment
is much less prevalent than in the United States. It is appar-
ent that unemployment in Japan, and to some extent in
certain other industrial suntries, is not a threat to the en-
tire body of wage and salary workers, as -in the United
States. Rather, it tends to be more concentrated among a
restricted group of temporary or seasonal workers, new
entrants, or others in the process of entering or leaving
the labor force.

t
MaopowerRepir of thePeaidmi, 1968,p. 117.

The widespread use of short-time benefits in Europe
and Japan and their absence in the United States reflect
different social and cultural patterns. In most European
countries and Japan, there is a traditional preference for
job security as against job mobility; layoffs have ordinarily
meant dismissal and a break in the employer-employee
relationship. In the United States, layoffs are much more
common. When American firms in Europe have attempted
to lay off workers in the postwar years, they have faced
strong adverse reactions because of these differences in
social patterns.

It is evident that the different institutions, attitudes,
and practices of other countries help many of them to
maintain lower average unemployment rates than appear to
be feasible at present in the United States. It can be argued,
however, that at least some of the reasons for the lower un-
employment rates in Europe and Japan arise from features
which inhibit efficiency as well as lower unemployment.
For example, while higher labor turnover rates and greater
worker mobility in the United States increase the average
level of unemployment, the job security of the regular
worker in Europe and Japan also involves an appreciable
cost. Unemployment may be less cyclically volatile because
of hoarding of labor during downturns of economic activity,
but the result may be disguised unemployment rather than
overt unemployment. Although foreign employment prac-
tices bring advantages in the foem of income maintenance
and job security, some of these benefits are probably paid
for by a lower aggregate productivity of labor.

Furthermore, many foreign countries still have a
large proportion of small, family-owned busnesses which
shield self-employed and unpaid family workers from the
threat of unemployment. During slack periods, such
workers tend to work part time or withdraw from the labor
force rather than seek another job with pay. In the United
States, the economies of scale that can be realized in a
large, homogeneous market have encouraged business con-
solidations, so that selfemploysnent and unpaid family
work occur lems frequently and the risk of unemployment
is increased. Where small, family-owned businesses are still
predominant, workers may be underemployed a good part
of the time, impairing the efficiency and productivity of
the countries involved.
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Appendix A. International Labour Office Definitions

In 1954, the Eighth International Conference of Labour
Statisticians adopted the following definitions of labor
force, employment, and unemployment:

Labor force

The civilian labor force consists of all civilians who ful-
fill the requirements for inclusion among the employed or
the unemployed, as defined below.

The total labor force is the sum of the civilian labor
force and the Armed Forces.

Employment

1. Persons in employment consist of all persons above
a specified age in the following categories:

a. At work; persons who performed some work for
pay or profit during a specified brief period,
either one week or one day;

b. with a job but not at work; persons who, having
already worked in their present job, were tempor-
arily absent during the specified period because of
illness or injury, industrial dispute, vacation or
other leave of absence, absence without leave, or
temporary disorganiration of work due to such
reasons as bad weather or mechanical breakdown.

2. Employers and workers on own account should be
included among the employed and may be classified
as "at work" or "not at work" on the same basis as
other employed persons.

3. Unpaid family workers currently assisting in the
operation of a business or farm are considered as
employed if they worked for at least one-third of the
normal working time during the specified period.

4. The following categories of persons are not consid-
ered as employed:
a. Workers who during the specified period were on

temporary or indefinite layoff without pay;
b. persons without jobs or business or farms who had

arranged to start a new job or business or farm at
a date subsequent to the perod of reference;

c. unpaid members of the family who worked for
less than one-third of the normal working time
during the specified period in a family business or
farm.

Unemployment

I. Persons in unemployment consust of all persons above
a specified age who, on the specified day or for a specified
week, were in the following categories:

a. Workers available for employment whose contract
of employment had been terminated or tempor
arily suspended and who were without a job and
seeking work for pay or profit;

b. persons who were available for work (except for
minor illness) during the specified period and were
seeking work for pay or profit, who were never
previously employed or whose most recent status
was other than that of employee (i.e. former
employers, etc.), or who had been in retirement;

c. persons without a job and currently available for
work who had made arrangements to start a new
job at a date subsequent to the specified period;

d. persons on temporary or indefinite layoff without
pay.

2. The following categories of persons are not consid-
ered to be unemployed:

a. Persons intending to establish their own business
or farm, but who had not yet arranged to do so,
who are nor seeking work for pay or profit;

b. former unpaid family workers not at work and
not seeking work for pay or profit.
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Appendix B. Sources of Data and Methods of Adjustment: Nine Countries

United States

The United States has three sources of unemployment
ttatastics. Data based on the number of persons registering
to collect unemployment insurance are available on a weekly
basis. The number of persons served by the US. Employ-
ment Service is available monthly. Statistics from the
monthly labor force survey have been available since 1940
and are regarded as the "official" unemployment statistics.
Before the 1930's, no direct measurements were made of
the number of jobless perons. In response to the increased
need for unemployment statistics during the depression of
the 1930's, direct surveys of the population were initiated
but the definitions of unemployment-those who were not
working but were willing and able to work-did not meet
the standards of objectivity that many technicians felt
were necessary to measure the level of joblessness at a point
in time or changes overaperiodof time. In 1940,aset of pre-
cise concepts was adopted for the national sample surveys of
households conducted by the Works Progress Administra-
tion. Classification of one's labor force status depended
principally on whether one was working, looking for work,
or engaged in other activities within a designated time
period. In 1943, responsibility for the survey was trans-
ferred to the Bureau of the Census. In 1959, responsibility
for the analysis and publication of labor force survey data
was shifted to the Bureau of Labor Statistics, with the
Bureau of the Census retaining the responsibility for the
collection and tabulation of the statistics.

Unemployment

Registered unemployment. The United States has two
registered unemployed series: Irsured unemployment and
persons registered with the US. Employment Service. In-
sured unemployment represents the number of persons
reporting a week of unemployment under an unemployment
imsursnce program. It includes some persons who are work-
ing part time who would be counted as employed in the
labor force survey. Excluded are persons who have ex-
hausted their benefit rights and workers who have not
earned rights to unemployment insurance. In general, ex-
cluded from coverage are those persons engaged in agri-
culture, domestic service, unpaid family work, selected non-
profit organizations, some State and local government,
and self-employment.

The rate of insured unemployment is the number of
insured unemployed expressed as a percent of average
covered employment. Because of differences in State laws
and procedures under which unemployment insurance pro.
grams are operated, State unemployment rates generally in-
dicate, but do not precisely measure, differences in unem-
ployment among the individual States. Figures on unem-
ployment insurance claims are published by the Employ-
ment and Training Administration of the Department of
Labor in Unemploymenr Insurance Claims Weekly Report.

In nonrecessionary periods, unemployed persons re-
ceiving benefits under the various State and other unem-
ployment insurance programs typically account for less
than half of total US. joblessness. (This ratio has swelled
during downturns to as much as 75 percent.) For this
reason, and as a consequence of administrative changes and
variations from State to State, statistics from unemploy-
ment insurance programs are not directly comparable with
data on total unemployment from the Current Poputation
Survey. However, the unemployment insurance datr are
extremely useful as indicators of current change, especially
because they ore timely and available on a weekly bais.

The second and less widely used series counts indi-
viduals served by the US. Employment Service. Monthly
data are available on persons counseled, tested, and/or
placed by the Employment Service. These monthly sta-
tistics are published by the Employment and Training
Administration of the Department of Labor in Selected
Services Provided by the United States Employment Serv-
are.

Labor force survey unemployment. The monthly house-
hold survey-the Current Population Survey (CPS)-pro-
vides statistics on the civilian noninstitutionalized popula-
tion 16 years of age and over. Persons under 16 years of age
are excluded from coverage because of child labor laws
and compulsory school attendance. However, separate sta-
tistics are collected and published for 14- and 15-year-olds.
The results of the CPS are published monthly by BLS m
Employment and Earnings.

The CPS is currently collected from a probability
sample of approximately 56,000 households. Since July
1955, the reference week of the CPS a the calendar week
including the 12th day of the month. The actual survey is
conducted during the following week, which is the week
containing the 19th day of the month. Prior to July 1955,
the reference week was the calendar week containing the
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8th day of the month. AU interviewing, either by personal
visit or telephone call, is done by trained Interviewers.

In the CPS, unemployed persons include those who
did not work at all during the survey week, were looking
for work, and were available for working during the refer-
ence period except for temporary Illness. Those who had
made specific efforts to find work within the preceding 4-
week period, such as by registering at a public or private
employment agency, writing letters of application, canvas-
ring for work, being on a union or professional register,etc.,
are considered to be looking for work. Also included as
unemployed are those who did not work at all during the
survey week, were available for work, and (a) were wait-
ing to be called back to a job from which they had been
laid off, or (b) were waiting to report to a new wage or
salary job scheduled to start within the following 30 days.
Fuol-time students looking for part-time work are counted
as unemployed if they meet the above criteria.

Although there have been improvements in measure-
ment techniques, the concepts of employment and un-
employment have remained essentially the same since the
initiation of the national sample survey in 1940. Two minor
changes have been made in the concepts and definitions
used in detenmining labor force status. The first change oc-
cuared in 1957. As a result of a comprehensive interagency
review of the employment and unemployment data, two
groups which had been previously classified as "employed,
with a job but not at work,' were reclassified as unem-
ployed. These two groups were (I) persons who were laid
off for a definite period of less than 30 days (persons on
layoff for 30 days or longer were already classified as un-
employed), (2) persons waiting to report to a new wage or
salary job scheduled to begin within 30 days, except for
those attending school during the survey week, who are
classified as not in the labor force. When these two groups
were reclassified, data for all major labor force components
were adjusted to the new definition for every month back
to January 1947.

The second change in the definitions of employment
and unemployment occurred in 1967, following the rec-
omniendations of the President's Committee to Appraise
Employment and Unemployment Statistics (the Gordon
Committee). The Gordon Committee recommended that
more information be gathered and published on partici-
pants in the labor force and that labor force concepts be
clarified. After more than a year of testing the new defi-
nitions clarifying labor force survey concepts, the labor
force survey questionnaire was revised in January 1967.
The principal changes in the survey were:

I The lower age limit on employment, unemployment,
and other labor force concepts was raised from 14 to
16 years. This change reflects the fact that most l4-
and 15-year-olds are barred from most occupations
by child labor laws. Historical data were revised as far
as possible to provide a consistent series based on the
population 16 years of age and over.

2. To be counted as unemployed, a person must be
currently available for work (except for temporary
illness). In the put, there was no test of current
availability. The revision primarily affected the canssi-
ficatien of students who began seeking work during
the school year, but wer not available to begin work
until the end of the tem. Previously, they were in-
cluded in the unemployed; now they are classified as
not in the labor force.

3. To be counted as unemployed, a person must have re-
ported a specific jobseeking activity (applying to an
employer, going to a private or public employment
agency, answering a want ad) within the past 4 weeks.
(An exception is made for persons waiting to start a
new job in 30 days or waiting to be recalled from lay-
off.) Foemerly, the labor force survey questionnaire
was ambiguous as to the time period for jobseeking,
and there was no specific question regarding methods
of looking for cork. Persons who would have loaked
for work except for the belief that no work was avail-
able-discouraged workers-were previously theoreti-
cally included in the unemployed but are now classi-
fied as not in the labor force.

4. Persons with a job are classified as employed, even if
they were absent from their jobs during the survey
week and looking for other jobs. Before, persons
absent from work because of strikes, bad weather,
etc., but looking for other jobs were counted as un-
employed.

The removal of 14- and 15-year-olds from the labor
force survey reduced employment by I million and unem-
ployment by 60,000, but had no measurable effect on the
unemployment rate. Except for raising the lower age limit
of the CPS coverage, the historical data were not revised to
take into account the other changes in the survey since the
differences between the old and new series were on the
borderline of statistical significance. In only a few, detailed
series were there significant differences between the two
surveys. However, it was not considered technically feasible
to revise any of the historical statistics on the basis of a
single year of data.

Labor force

According to CPS definitions, the civilian labor force
comprises all civilians 16 years of age and over classified as
either unemployed or employed. The total labor force in-
cludes, in addition, members of the Armed Forces stationed
either in the United States or abroad. Information on the
size of the Armed Forces is obtained from official records
of the Department of Defense.

The definition of the unemployed was discussed
above. The employed comprise (I) all those who, during
the survey week, did any work at all as paid employees, or
in their own business, profession, or on their own farm, or
who worked 15 hours or more as unpaid workers in a fam-
ily-operated enterprise and (2) all those who did not work
but had jobs or businesses from which they were temporarily
absent due to illness, bad weather, vacation, labor-manage-
ment dispute, or various personal reasons-whether or not
they were seeking other jobs.
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Unemployment rate

The unemployment rate represents the number of un-
employed as a percent of the civilian labor force. This mea-
sure is also computed for various worker groups by sex,
age, race, industry, occupation, etc., and for combinations
of these characteristics.

Quarterly and monthly estimates

tions for unemployment insurance benefits, registrations
for employment at Canadian Manpower Centies, and labor
force surveys are all available on a monthly basis. Following
the report of a ministerial committee on unemployment
statistics in August 1960, the results of the labor force sur-
vey have been regarded as the "official" Canadian unem-
ployment series. No adjustments have been made in the
official Canadian data since they are very close in concept
to the US. figures.

For the United States, the seasonally adjusted quar. Unemployment
terly and monthly unemployment rates are those published
by the Bureau of Labor Statistics in its monthly publication, Registered unem,
Employment and Earningr. At the beginning of each calen- unemployed stat
dar year, the BLS revises the seasonal adjustment factors of unemploymer
for unemployment and other labor force series from the The second, and
CPS to take into account data from the previous year. Until trations for emp.
full-year data are available, the seasonal adjustment factors (CMC). Most pei
are based on data through the prior year. aurance benefits

Since 1973, the Census Bureau's X-l I method' has receives notices
been used to seasonally adjust the labor force data. For country and trie
most series, the computation is based upon the most recent unemployment r
I0-year period. Prior to 1975, BLS assumed that the magni- strative data.
tude of the seasonal increase or decrease was proportional Data on u
to the level of the series and, therefore, used the multi- are published mc
plicative version of the X-l I program exclusively in adjust- Coa Report on rt
ing the employment and unemployment series. It was ance Act. Data c
found that this procedure did not adequately allow for Centres are pub]
changes in seasonal patterns during periods of sharply powerReview.
changing unemployment. This problem was highlighted in
May-June 1975 when large numbers of teenagers left school Labor force murvs
and entered the labor force. Since this flow tends to be Statistics Canada
fairly constant and relatively independent of the level of 1945 and convert
joblessness in any year, the additive option of the X-l I was Statistics are pub]
better suited to seasonally adjust the teenage unemploy- In 1972, a
ment series. Consequently, BLS revised its seasonal adjust- vey to embrace
ment procedures. Currently, seasonality for teenage un- ments, to collect
employment and for other unemployment series of which tions on labor fc
teenagers are the primary components are adjusted using and revised surve,
the additive procedure of the X-l 1 method. All other analysis of the di
series are adjusted using the multiplicative procedure. 12-month period

After the components of a series we seasonally ad- After the Decemn
justed, the values are aggregated to provide seasonally ad- continued. The n
justed values for other series. For example, the unemploy- cepts to the Unite
ment rate for all civilian workers is derived by dividing the are required for cc
estimate of total unemployment (the sum of 4 seasonally The referee
adjusted age-sex components) by the civilian labor force survey is usually d
(the sum of 12 seasonally adjusted age-sex components). AUl interviewing,

Canada

Canada has three sources of unemployment statistics,
only one of which is widely used. Data based on registra-

'For a detailed dssiptiun of the X-tt maethbd, see Trbhnical
Paper No. 15, The X.-I Varf-nt af the C-as Method I1 Scanosel
Adist-et Nagr-ov, by Jobas Shi"km, Atan Yoan&, aad Jobn
Masa.w-, 1967 revision (tureac of the Censs, 1967).

takes place the I
based on a samp
The sample was d
of age and over n
the Yukon and N
dian Reserves, im
bers of the Artmed
amounts to apprc

ployed. Canada has two series of regiatered
stics. The first consits of monthly counts
at insurance claimants and beneficiaries.
less widely used series, is a count of regis-
loyment at the Canada Manpower Centres
rsons filing a claim for unemployment in-
are requested to register with CMC. CMC

of vacanries from employers all across the
i to match registrants with vacancies. No
ates are published based on these admini-

nemployment claimants and beneficiaries
onthly by Statistics Cuaada in the Sratisti-
te Opertion of the Unemployment Inur-
on registrations at the Canada Manpower
bished in Statistics Canada's Canada Man-

vys. The labor force survey, conducted by
was introduced as a quarterly survey in

ed to a monthly survey in November 1952.
lished monthly in The Labour Force.
major project was begun to revise the sur-
a number of substantial statistical refine-
new data, and to ask more specific ques-

irce status. Throughout 1975, the former
ys were conducted in parallel to enable an
fferences between the two surveys over a
and to develop a revised historical series.

ber 1975 survey, the old survey was dis-
new Canadian survey is very close in con-
td States survey; therefore, no adjustments
cmparability with US. definitions.
tce period for the monthly labor force
he week containing the 15th of the month.
either by telephone call or personal visit,
ollowing week. The survey is currently
,le of approximately 55,000 households.
lesigned to represent anl persons 14 years
esiding in Canada, except for residents of
orthwest Territories, persons living on in-
smates of institutions, and full-time mans-
I Forces. The number of persons excluded
rximately 2 percent of the population 14

73



117

C.dei SU- Ok.r.W Usd Mu. to 1970

= FF-1I m
1.__ " 2 __- ;z,_ e _

tOFI1 U- FON _,-- UN.t -r - S n. lv C

:=:= : =4:= =4= =5= == :7= =0 =V=

S = so -1 4w :T :+ : 4 = :t -_ w: ___ __ __ ___ __ __ ____rdb _ _z ___

0:= m=1 :2= :4 =0= :$: =4= =-: 7 -

o 0= : : 0 2 = 4T 4- .4 :=0== T-= =4= FO O1URS 11 3O r It1 I 1 ASKt
A 0O= =4 2= 0~ =S :=4- :== =0= =4= =4= l ~ n w ~ ~ ts ~ o

-0 Vb #1. :2: = :4- =0-- =4= :*: := 4=: _ _ -n~

:-0- -,-I:'-2= -, :-:

:Ws: z-: :2= ,a= X,-

-Ir :=4= :=0 :=4- =

=0 :,= :7== =4F

7. S. _ 7 SOC

I - .
I. NO d H- & e

=0= qt = =:= RF F =:= 0= -: =

I -,I= :2- = :;i = - r : = = q:=

_1* awF i. :lr- : IF XF- . F = I
.1 4-_: - - - - -

o 1- Y Y Rrnvl,
- :.

- I =

FOR W- IN I1 OR 12 ASK

-1= =4= -t- S ==

_ .

0 q = 2: 5.= 4= 0=4= 4= u

FOM -L- IN 11 OR 12 ASK
54. F. b_. aiv c. f. tk .non b 1S 5 ti ,

i1 iI *4I-i 30 N. i.it1

22 IF YES- INR2 A.0 Rn ,i . at., .5.-

- -! l. -= - ?

IF 'YES' IN 20 OR -r IN 11 OR 12 ASK

0145at. wit. .a "It.. 1w =

- -~ = -I -_ - . -, ,., !!n !!! T-_ = _-

74

Tt

w

R
I

e ACTIVITY LAST MONTH
24 MAJR ACIIVITY

W. t I i - Vi .n - dq_.7

5. J~ 4-- 1 4= r = i

25~" -Yt!oDtR FCTve
Mid n Sn0 m afIhn_

-R I ,, sEnv vensl v � ��'

.. _ . _ ...-

I



118

Canadian Survey uestionnaire Used from 1978 Onward

2j11J -il - 3Li47J -. "~~~zzzzmn~~~~~~ -- i z1
10 a.. - t

12 y iSSSL CMSS

-'0 - -0 . C

13

15

16 -
rn,,

7j fl L Y.^ S I 1* 0............

.- -'0
m a a l- u -.. .. ~ 5

- ; .a0...
51 a .... lAST n Cr* a

S2 Ma a mv

1 Y StE .. .* a Su L 1.. t 2i _ ,,,... a

35 a. . . wM ffn a...

36a 1os . la. .

37 50 M O N . . MS. UF l

17 38_La 3- 11 MM O 0 w 1 -

Is _ 39__ v-la-Ia

-- E_ -- :1 *-- -- 5' Q-

'-'05'0-b.', ____ -___
20 o_= i 41 0.3068. Sli P~ttE4

F 0 El =-.1 _E _ D:
70 51YY14 * 0

* - ' O-- -- --- i- a

7 f N . . D_1
t

nn_>un W..

72 a . _ -_

El. I i

I' IE 1=

. ............ ......... 0 C

...-...0....0 _

=0::, =,O

- 0

.,_._ .. '0_--

53 IS TO 10LST SunoS S uns . .

SOHS..aIOL S'O A S Ata.L

a7 L AsT ao TO

74 SIrL a.Of .SStSSO fd lAfldt MsS 5w - 3 4 A*(_ MAt SO . aw0 S!Yt,

_ . w

.-D - 30c -- - - - °t
._ I 1 a~m~a Ott 0 a0.

751S m a. .. a, - moml ...El=. ...0 n'0
A ~__^__ _ _ _ _ _ _ _ _ _ _

DE 1' .D _ _ _ __r_ _
_ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ Yis'Q m am

75

.



119

yearn of age and over. Although the revised labor force sur-
vey collects data on persons 14 years of age and over, the
official labor force and unemployment dati refer to persons
15 years of age and over.

Since compulsory education ends at age 15 or 16 in
Canada, no adjustment is necessary. In the former labor
force survey, the official lower age limit was 14. Under the
former survey, Canadian statistics were adjusted by BLS to
exclude the 14-year-olds.

The unemployed incdude all persons who, during the
reference week, were in any of the following categories:
(I) Without work and bad actively looked for work in the
past 4 weeks and available for work; (2) been on layoff for
6 months or less and were available for work; or (3) had not
actively looked for work in the past 4 weeks but had a new
job to start in 4 weeks or len and were available for work.

In order to determine labor force status, the iter-
viewer asks a series of specific, direct questions designed to
provide precise and comprehensive information about labor
force activities and characteristics. The interviewer asks,
"Did .. .do any work at ill last week, not counting work
around the house?"; "Last week, did . . .have a job at
which he/she did not work?"; "In the past four weeks what
has . . .done to find work?"; "Was there any reason why
... could not take a job last week?" In the former survey,
more general questions were asked: "What did ... do mostly
last week?"; "Did ... do anything else last week?" While
these questions led to a straightforward distinction among
persons who are employed, unemployed, or not in the labor
force, they were not suited for detailed probing, particu-
larly on the characteristics of persons near the margins of
the three basic labor force categories.

Specific questions regarding availability for work in
the reference week are now asked and some persons who
were unemployed under the old survey would not have met
the availability requirements of the revised survey. For ex-
ample, full-time students looking for full-time work are
automatically considered not available for work in the ref-
erence week according to the revised labor force survey.
However, full-time students seeking part-time work are re-
garded as available (unless they report otherwise) and, if
the other criteria are met, are included among the unem-
ployed.

Persons on layoff with instructions to return to work
within 30 days of the layoff-the temporarily laid off-were
classilled as unemployed in the former survey. Al others
on layoff were classified as unemployed if they stated that
they would have looked for work in the reference week ex-
cept that they expected to be recalled to their former jobs.
However, no questions on this point were asked of these
persons and, unless they had volunteered the information
that they expected to be recalled, they were classified as
not in the labor force.

In the revised survey, persons on layoff for less than
26 weeks ae classified as unemployed. Those who have
been laid off for more than 26 weeks are classified as un-
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employed if they looked for work in the previous 4 weeks.
Otherwise, they are classified as not in the labor force. In
both surveys then, persons on layoff expecting to return to
work ae classified as unemployed. The distinguishing fea-
ture is that the revised survey is able to identify persons on
layoff with greater precision due to direct questioning, and
to record additional information about such persons, such
us the duration of the layoff. In the United States, there is
no time limit after which laid-off workers waiting to be re-
called to work must look for another job to be counted as
unemployed.

Canadians waiting to start a new job were not iden-
tified separately in the former survey, and, as a result, gen-
erally were classified as unemployed or not in the labor
force, depending on whether or not they reported that they
were looking for work. A small number could also have
been classified as employed and included among the "had a
job but not at work" category. In the revised survey, they
are unemployed if their new job is to start within 4 weeks
of the end of the reference period. If the job is to start in
more than 4 weeks from the end of the reference period,
they are classified as unemployed only if they also looked
for work. This is similar to the US. practice.

Persons without jobs who stated they would have
looked for work except for certain conditions-discoumged
workers-were formerly classified us unemployed. However,
there was no specific question on this point, and the infor-
mation on discouragement had to be volunteered. In the re-
vised survey and in the United States survey, discouraged
workers are considered as not in the labor force.

On the basis of these more detailed questions, aggre-
gate unemployment rates were revised downward slightly.
In 1975, the jobless rate was revised from 7.0 percent to
6.9 percent. While the total difference was stight, there
were substantial differences in the estimates by sex and
region. In the revised survey, unemployment was signifi-
cantly higher for women and lower for men. In 1975, the
unemployment rate for women was 64 percent according
to the old survey and 8.1 percent according to the new sur-
vey. Female joblessness was formerly understated since
women tended to respond to the question,"What did .. .
do mostly last week?" in terms of household or other non-
labor force activities. The more specific wording of the re-
vised questionnaire revealed that many of these women
were unemployed.

Lower unemployment estimates for men (6.2 percent
versus 7.4 percent in 1975, with differences concentrated
in winter and spring), result mainly from differences in the
manner in which the new survey identifies and classifies
persons who have not actively sought work.

Labor fore.

The labor force is composed of all persons who, dur-
ing the reference week, were employed or unemployed. The
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employed in Canada include all persons who, during the
reference week, were in any of the following categories:
(1) Did any work for pay or profit; (2) did any unpaid fam-
ily work which contributed directly to the operation of a
farm, business, or professional practice owned or operated
by a related member of the household; or (3) had a job but
were not at work due to illness, disability, personal or fam-
lly responsibilities. bad weather, labor dispute, or vacation.

With the introduction of the current labor force sur-
vey, the methods used to measure employment and un-
employment were revised, although the concepts remained
essentially the same. These revisions have brought the Can-
adian questionnaire closer to that of the United States.
There were a few differences between the former Canadian
survey and the United States survey, but most have dis-
appeared with the introduction of the revised Canadian
survey. Under the old survey, to be counted as employed,
Canadian farm housewives had to work more than 20
hours in the survey week, but there was no minimum of
hours worked for other unpaid family workers. The revised
survey, using more specific questions to identify work ac-
tivities, contains no restrictions on farm housewives or
other unpaid family workers. In the United States, unpaid
family workers must work 15 hours or more during the
survey week to be counted as employed. However, the
difference in treatment of unpaid family workers working
less than 15 hours is probably insignificant.

In the former Canadian survey, a small number of
persons with a job but who were not at work and also looked
for work in the reference week were classified as unem-
ployed. In the revised survey, as in the U.S. sunrvey, working
takes precedence over looking for work. Thus, these per-
sons are now classified as employed.

The revisions of the survey resulted in slightly higher
employment estimates for women of all age groups (4.4
percent) and men 15 to 24 years (2.8 percent) due to more
precise identification of employment activities. No changes
were made to employment estimates for men 25 years of
age and over.

Unemployment rate

Annual unemployment rates for Canada are calcu-
lated by averaging the results of the monthly labor force
surveys. From 1966 onward, unemployment rates based on
the revised definitions of unemployment and employment
have been estimated by Statistics Canada. The rates for
1959-65, however, have not been revised. Labor market
conditions were believed to be too different in this earlier
period to make estimates based on 1975 relationships.

Quarterly and monthly estimates

For Canada, no adjustments are necessary to the
labor force survey data for comparability with US. defini-

tions. The seasonally adjusted jobless rates are those pub-
lished by Statistics Canada in its monthly publication, she
Labour Force.

Statistics Canada uses the X-l I Variant of the U.S.
Bureau of the Census Method II seasonal adjustment pro-
gram to seasonally adjust the labor force survey data. The
multiplicative version is used for some series, the additive
version for other series. Statistics Canada has also experi-
mented with a modification of the X-l 1, known as Statis-
tics Canada X-l I -ARIMA (auto-regressive integrated mov-
ing average). Seasonally adjusted estimates of the labor
force, employed, and unemployed are derived by the sum-
mation of the appropriate series.

Seasonally adjusted figures have been calculated on a
current bauls since January 1975; the seasonal adjustment
program is run each month using data up to and including
the most recent month. At the end of the calendar year,
the seasonally adjusted figures are revised.

Australia

Australia has two sources of unemployment sta-
tistics, both of which are widely used. Data based upon
registrations at employment offices are available on a
monthly basis. A quarterly labor force survey, begun in
1964, provides unemployment data in dose conformity
with U.S. concepts. Since about 1970, the statistics from
the quarterly survey have been regarded as the "official"
Australian unemployment series by the International
Labour Office. Registrations statistics are released about
2 weeks before publication of the survey data. In addi-
tion, bemuse the registrations statistics are on a monthly
basis, they are still used as current labor market indicators
in Australia.

Unemployment

Registered unemployed. These statistics comprise all
persons who were still registered with the Commonwealth
Employment Service (CES) on the Friday nearest the end
of the month, who claimed when registering that they were
not employed, and who were seeking full-time employment,
i.e., 35 hours or more per week. They include persons re-
ferred to employers but whose employment was still un-
confirmed, and persons who had recently obtained employ
ment without notifying the CEL. The statistics are pub-
lished by the Department of Employment and Industrial
Relations in the Monthly Review of the Employment Situa-
tion.

Separate figures are published for recipients of un-
employment benefits. Such benefits are payable only to
persons of limited means. All recipients of benefits must
complete a weekly statement of income, and benefits are
reduced by other income over a specified low level. Re-
cipients of unemployment benefits must also have at least
I year. of residence in Australia immediately before un-
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employment or must intend to reside permanently in
Australia. Seasonal workers are not eligible for unesmploy-
ment benefits.

Labor force suveys. The Australian labor force survey,
conducted by the Australian Bureau of Statistics, is
similar in concepts and definitions to the US. labor force
survey. Revisions in definitions in May 1976 have brought
the Australian survey closely in line with US. concepts.
Although there were some differences prior to these re-
visions, they are not believed to be important enough to
require adjustment. The Australian survey is conducted
quarterly, by means of personal interviews, in February,
May, August, and November. Until 1972, a I-percent
sample of about 40,000 private dwellings and a sample of
other dwellings (hotels, motels, etc.) were taken. In 1972,
the sample was redesigned based on data from the 1971
Census of Population. The revised sample consists of about
30,000 private dwellings and a sample of nonprivate
dwellings which together represent a sample of two-thirds
of I percent of the population of Australia. Results of the
surveys are published by the Australian Bureau of Statis-
tics in The Labou Force.

Interviews are carried out during a period of 4 weeks,
so that there are 4 survey weeks in each of the months to
which the survey relates. These 4 weeks are chosen so as to
fall within the limits of the calendar month or with mini-
muon encroachment into the adjacent months.

As of May 1976, unemployment estimates have been
based on the revised definition below. Unemployed persons
are now defined as all civilians aged 15 years and over who
either:

a. During the survey week did not work and did not
have a job, but could have taken one had it been
available, and had been looking for full-time or part-
time work in the 4 weeks up to and including the sur-
vey week (including persons who would have been
prevented from taking a job in the survey week by
their own temporary illness or injury, or by their
having made arrangements to start in a new job after
the survey week which they would have preferred to
start in the survey week); or

b. were waiting to be called back to a job from which
they had been temporarily laid off without pay for
4 weeks or less (including the survey week).

The definition of unemployment prior to May 1976
differed in several respects from the above definition. First,
persons who would have been looking for work but had not
because they believed no work was available-"discounraged
workers"'-were included in the unemployed prior to May
1976. However, the Australian survey did not contain a
specific question on discouraged workers; such infoamation
had to be volunteered by the respondent. Discouraged
workers are now excluded from the labor force. Second,
some persons classified as unemployed were not actually

'Called "dtasaragedjobhekers" ie Aussasia.

able to take a job in the survey week. There is now a test
for current availability of jobseekers. Third, the period for
jobseeking activities for unemployed persons was limited to
the survey week. Now, a period of 4 weeks (including the
survey week) is allowed for jobseeking in order to classify
persons as unemployed.

Students actively seeking work are classified as un-
employed both in the old and revised surveys. Under the
old survey, special probing into the current availability of
students was made in the November survey (that is, at
the end of the school year).

Beginning in February 1975, questions were added
to the survey to ascertain the number of persons seeking
work during a 4-week period who could have taken ajob in
the survey week. Evaluation of the results of these new
questions led to the May 1976 revisions in definitions. Al-
though unemployment officially remained on the old defi-
nition from February 1975 through February 1976, data
were also published on the new basis for this period. There-
fore, BLS has made adjustments to the data going back to
Feburary 1975. The Australian Bureau of Statistics does
not intend to make historical revisions for the period prior
to February 1975. BLS has not made historical revisions
either. On an annual basis, the difference between the old
and new definitions in 1975 was very small-the old defi-
nitions produced an average unemployment rate of 43
percent; the new definitions raised the rate to 4.4 percent.
In several survey months, however, the difference was
wider, as indicated by the following tabulation:

taIaemlyosert rein
Olddeftald- New deflirkor

1975:
Febarv ......-...
Ntsv .............

Augus ............
Numbe ...........

1976:

4.6
3S

3.
4.5

4.9
4.2
4.1
4.5

Feb-vr .......... 4.7 5.0

The unemployment rate for women was also sgnifi-
candy different: 5.7 percent on the old basis and 6 2 per-
cent on the new basis for 1975. The male rate was increased
only marginally, from 3j5 to 3.6 percent.

Labor fore.

The labor force, under survey definitions, comprises
all civilians 15 years of age or over who, during the survey
week, were employed or unemployed. Unemployment defi-
nitions were discussed above. Employed persons comprise
all who, during the survey week, (a) did any work for pay,
profit, commission, or payment in kind in a job or busi-
ness or on a farm (including employees, employers, and
self-employed persons); or (b) worked 15 hours or more
without pay in a family business or farm; or (c) had a job,
business, or farm but were not at work because of illness,
accident, leave, holiday, production holdup due to bad
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weather, plant breakdown, etc., or because they were on
strike. These defrnitions are identical to US. definitions,
and no adjustments ar required for comparability with
US. concepts.

In the 1971 population census, trainee teachers
(enrolled at government teachers' colleges and in some
cases enrolled also at other institutions) were for the first
time classified as not in the labor force; tince then they
have also been excluded from labor force estimates derived
from the Australisn sarvey. Exclusion of there persons con-
stitutes a break in the series between May and August 1971;
the number of trainee teachers excluded from the labor
force in August amounted to 24,000. This makes no differ-
ence in the unemployment rate for Australia.

Unemfploymnent rate

Annual unemployment rates for Australia have been
calculated by averaging the published data for February,
May, August, and November of each year. For 1975 on-
ward, as mentioned above, data based on the new definition
of unemployment have been used.

The Australiasn labor force survey was initiated in
1964. Unemployment rates for 1959 through 1963 are esti-
mates made by an Australian researcher based on linking
of the survey and registration statistics.3

Ouff tnly and monthly estimates

For Australia, no adjustments are necessary for com-
parability with US. definitions. The reasonally adjusted un-
employment rates are those published by the Australian
Bureau of Statistics (ABS) in their publication, 7he Labour
Force Survey. Since the Australian labor force survey is
conducted quarterly, no monthly estimates of joblessness
ou the labor force survey basis are made.

Every year, the seasonally adjusted statistics are re-
vised to take into account the previous year's data. The
ABS has adopted for its standard method of seasonal ad-
justment, the X-I IQ (quarterly) Variant of the Census
Method 11 seasonal adjustment program of the US Bureau
of the Census. Until 1974, a standard multiplicative adjust-
ment was used. This method assumes that the amplitude of
seasonal change is proportional to the level of the series.
Following the rapid rise in the level of unemployment in
1974, this proportional relationship apparently changed
substantially and the X-1IQ method was unable to adapt
sufficiently. ABS made an estimate of the effect of the
change in the proportional relationship and applied prior
adjustment factors to the data before seasonally adjusting.
Therefore, the seasonal factors reflect one proportional re-
lationship up to 1974 and another relationship since then.

3Barry Htghems 'Supply Cuastnbita and Stsort-ten- Emplay-
meat Functlo-s A Coumment," The Romte d Econmicr oad
Strtirde., Number 4, 1971. p. 394.
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Japan

The principal system of labor force statistics in Japan
was pattemed after the American system and was installed
with the aid of American experts. Japanese statisticians
have subsequently introduced a number of modifications to
adapt the system better to Japanese needs.

The Japanese labor force survey has been conducted
monthly by the Bureau of Statistics, Office of the Prime
Minister, since September 1946, and currently comprises
a ssample of about 76,000 persons residing in 33,000
households. This represents a sampling ratio of about I
out of every 1,000 persons 15 years old and over. Results
are published by the Bareau of Statistics in the Monthly
Reporr on the Labour Force Survey.

Adjustment of Japanese labor force data to US. con-
oepts is based mainiy on the monthly labor force survey. In
September 1967, the survey design was revised and the
enumeration method changed from "self enumeration and
interview" to "self enumeration'"-ie., the labor force sur-
vey schedule is now filled in by the respondent rather than
the enumerator. The major data items have been revised
back to 1953 by Japanese authorities based on the new sur-
vey design.

Unenmployment

The unemployed in the Japanese labor force survey
consist of all persons 15 yean of age or over without jobs
who did not work at all during the survey week (the week
ending on the last day of each month) and who:

1. State that they actually sougtht work during the sur-
vey week; or

2. Were awaiting the results of previous employment
applications.

In the Japanese questionnaire, the question "Was this
person engaged in work at all during the survey week?" has
eight possible answers. One of the following is checked by
the respondent:

I Engaged mainly in work
2. Engaged partly in work besides attending school
3. Engaged partly in work besides home duties, etc.
4. Had a job but did not work
5. Had no job but seeking one
6. Attending school
7. Engaged in home duties
B. Others

Persons checking response number 5-"had no job
but seeking one"-are classified as unemployed. This re-
sponse is defmed in the explanatory notes accompanying
the survey schedule as follows: "Refers to the person who
had no job but was actually seeking work by answering ad-
vertisements in the newspaper, applying at the Public Em-
ployment Security Office, etc. Also refers so the person
who is waiting for an answer to an application and is able to
take up a job immediately after he finds one."
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Japan

Labour Force Survey Schedule
Carofi&oonie

Moocth__ Yevr __
IDeowtgted tatit.i al. Bota of S-tia .
No. 30 (F.., Finmp ... th) off.c of the PtiMe

The statotoia Ue, 00 hich ehb arey a ha-d, prhibit. the ote of the ifootaion
spplied by you for purpos othor tha cody aototir. 1t to ao foebhideo tht
ettators aod my other ofr.iaa who may he ergd im the earey dwda., what
b mported it the shedala. Ymm ore the-forr, kihdly m9qoeted to poiede iarf-
aoiooftaoly md -Watrly.

PLEASE READ THE FOLLOWING NOTES BEFORE FILLING OUT

All .mber. who aoaly me it your h-oho.id
thooId he ioldrd ar thb chedulr.
Pee-. who -maly lito m your houcohold refee

to ehow who hbo bher Ivoog o are gtiog to
yav m y_ hoomhold far three moothe or mor

nr of the rod of the moch.
Prtrtomtoh btoeloded
* Foimdy memharc

* Livmgi- e-ployre.
* Per..t lirmg r the family without payig

fo room ord fm torah
Per"o.o who ore temparily chant feem yo.t
ho.-'hold fo t.atrlliog or wokimg rltereht-
thA he rpor-d at thei hoot. if theei ahort
p.rtid io rIo that thrr mooths. If they ha.
Ito, or ore going or ha. ahot. from home for
threr mortha or mor, they hadl he enmarated
at cheir droittmraro
In pati-rs i* a hoepial hdll hr rportrd at rh
hoepiol if hry hae heeo hoopitaoiod for thre
m..ch. or mae If not, they thad1be orporird
at thee homac.
Special ireorion shoud ha paid o the fol.o1ig

Lodgers

* Ldgers uch ac rmtreatd bI oa.der who
pay ro-om reot shohd bh erpor-ud mditidoally
cc a sparace broarholil
Ldgera lioiog together with th6 re eelaoet
hould bh reprted with their mltoc at
nor hrurhod.

Peroo iotog hi d-miteteit.
Peene h1Mg mo ch-ool do itooro, dormi
triee for uootarod employers, eta. hoad
he npotend todidoaly a# a operte. howbold.

ColuIm to fil oat

For prrso 15 ye. od ad orer of the
end of the .o.th (26t6 o December) fil oat
the dsignated eoluom rrtey page on t6e

sidr.

* The howthold heed h-Id he ooerd hi he
-eolmm No. 1.

Us aother twhedoe, if the oombhr of ho.t
hold mtmbht a si or more

For ptnom14 yea. old sd o .oder, Id Mot
the otuamot halme.

Whro eetry b oer, hetk if the tn-y to oomt
Wmte the name of the hedt m ht dtedeated
column, od gire thb sohedlti .o the etomera.

1o eha i y aired maco. daog tht surry
_ehk rodiog the lti day (26th far rchetbr)

of th m-th thoad hee ecor.
For ioooao, fa the p-tn who happened to
work temporaiy doiog the nrrey wtthk the
rtey ohoold ha to'd at rrgaods the work dote
roro if hr wuoly dors tot ath.k Foe the
p.omo who b -.aly worhmg to o offiet hat
who wat ahaot from work md iaated ha farm
woth doig the sRrey week, the eotey hodhd
he made at tegd the frm work

-Fr prne 14 ye.- old nd ur1 c For lde baby who o not yet
a. of the Aed of th mooch (26th fo Deot-bet) coared, t-ot. "oat yet totd"

Hootehold No. 51 52 53 54 55

1. Nente

2. Relatiosotip so
bonthold head

I Malt I MalI M Mle Ma I Maei
3. tSe 2 Female 2 Femae 2 FP ale 2 Female 2 Femal

Yet Ye Yt,, Ye iY

4. Date of botlh Mtotb Mooth Math M-rth M htr
0 D., D., D., N,
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Japan

Notes for entry (Question 6-13)

6. W. this pr enwind n wok dmrete t'he seY I
week?
"Work' means any work for py or prof-
it whether it be in the from of wages.
salary. bhsiness profits, etl Family
members who worked fsr the family ha-
siness sack ass farm. store etc. are
regarded as those "warking" even thoagh
they did ot receive any wages. The
work 0l1o ineludes any home handicraft or
temporary work for pay or profit.
H1 En idd iy is work' refers ti
a person who woo engaged maily in 8
work ona farm or in as offie. etc.
-4 Had a jb bit did sot .rok refers
ti:
a the employee oe the worker who

had bhen away from his work he-
cause of ickness. holidays. eto.
bht who .s expected to receive
wages sr salary.
thke self employed person or em- 11
ployer who had hoes away from
his work for lets than 30 days 12
because of sicknes. holidays. etc.

.Had so job bht reekis one refers to
the person who had 00 job but was
actually seeking work by answering the
advertisements io the newspaper apply-
ing at the Public Employment Security 13
Office, etc. Also refers to ihe person
ohs is waiting for Ihe answer of the
application and in able to take op a job
immediately after he finds a job.

7 Has worked dtsro the orney week

Include the hours worked on a -.am
Job side job assistig is the family
enterprise. tempdrary renuterali-e
work, preparing for and clearing
work. overtime work. etc.

Do not include the hours spent ftr
housekeeping voluotary work without
pay, meats. breas. transporthig to
aod from an office. et.

8 gff enplayed oekee itclades a
shop keeper, a factory owner a
farmer, doctor, solicitor, writer or
travelling marchaut etc. who carries
on hin ow- buainess on account.

. See example o separate sheet.

Nambef of p-mor empeed is the tepire
55 * tiale

Self employed worker ahould be count-
nd if the orgas-aation is"oischrpa
ratedV

13. Dorfoeaer vk
"Wishing to change jobs" roftrs to the
employee who wished t1 he a self em-
plyed worker. to change the enterprise
where he had heen working t1 another,
the self employed worker who wished
to ho an employee. etc. Bt doos nut
refer to the person who winhed to change
the type of work is the name enterprise.

Mtrt-d-m for q-rstios 7 on tiHe resewr

Names

Day Hours.Minutes Htour s.Minute .o Minutes Hours.Minuted Hours.MMinutes

° | Day

Page 4
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Students who are actively seeking work would be
enumerated as unemployed if they check "had no job but
seeking one." Employed students would be counted as such
since they would check "engaged partly in work besides at-
tending school." It should be noted that very few students
are also engaged in work in Japan-only about 5O,000 rep-
resenting less than I percent of the 15- to 24-year-old
labor force.

The Japanese method appears to be more restrictive
than the U.S. method. Excluded from the unemployed
count in Japan, but included in the US. count, are:

I Persons on layoff who were waiting to return to their
jobs and not seeking other work.

2 Temporarily ill jobseekers who were not in a condi-
tion to begin work immediately. Such persons, if in
a condition to work and seeking work, would be
classified as unemployed.

3. Some persons who had recently been looking for jobs
(i.e., within the past 4 weeks), but who took no ac-
tive steps in the survey week and were not waiting for
an answer from a previous job application. The ques-
tionnaire appear to relate 'Job seeking" to the sur-
vey week.

4. Persons without a job and waiting to report to a new
job at a later date. Such persons are considered, as a
rule, neither to be seeking a job nor to be waiting for
the results of previous job applications. Therefore,
they are classified as economically inactive.

Method of adiustment. There are no data available to esti-
mate accurately the number of additional persons who
would be counted as unemployed in Japan if US. survey
methods and definitions were used. However, the total
number who would be added is probably small. The "life-
time employment" system (in which a worker remains with
the same employer until retirement) is a basic pattern of
labor-management relations in Japan. In most plants, the
worker is, in effect, granted permanence of tenure. When
the activity of the establishment is reduced, the employer
holds the worker on, either transferring him to another job
or reducing hours.

In the downturn of economic activity which began
in 1974, a growing number of persons became "temporarily
laid off" in Japan. This was partly because of the employ-
ment adjustment grant system, through which the central
government provides a portion of the allowances paid to
laid-off workers. (See chapter 2.) In the labor force survey,
persons receiving these subsidies are regarded as employed.
In the unlikely event that a person was laid off without
pay, he would be classified as unemployed.

A Japanese "layoff" is quite different from an Ameri-
can one. Persons on temporary layoff in Japan ae not dis-
charged, and they are still paid by their fiums. They are
under a continuing employment contract and usually work
a reduced number of days or hours during the week rather
than being totally without work. Under US. concepts,
persons who work at all duaing the reference week are class-
ified as employed, as are the Japanese on "temporary lay-
off."
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No information is available on the number of persons
in Japsn not dassified as unemployed because of temporary
illness or the number of persons recently looking for work,
but taking no concrete steps in the survey week. The fact
that persons awaiting the results of previous job applica-
tions are counted as unemployed results in the widening of
the jobseeking period beyond the survey week. However,
there is no specified period allowed for jobseeking activities,
such as the 4-week period used in the US. survey. There is
also no information on the number of persons waiting to
report to a new job at a later date. The number of such
persons not classifying themselves as unemployed results in
a aight understatement of Japanese unemployment under
U.S. concepts.

Labor force

In Japan, the labor force consists of all persons 15
years of age and over who: (I) Worked I hoar or more for
pay or profit or as unpaid family workers in the survey
week; (2) were employed; or (3) were self-employed per-
sons or paid employees with jobs but temporarily absent
from work provided that: (a) If selfemployed, their ab-
sence from work did not exceed 30 days; (b) if paid em-
ployees, they received pay for part of the survey week.

Four differences between US. and Japanese con-
cepts of the labor force are noted. First, Japan includes and
the US. excludes inmates of institutions in the survey uni-
verse (both countries include staff members of institutions
as employed persons). Japan probably classifies all, or
nearly all, inmates of institutions as not in the labor force-
therefore, no adjustment is necessary.

Japan includes and the US. excludes unpaid family
workers who worked I but less than 15 hours in the survey
week (460,OO0 in 1975). Japan includes career military
personnel (the "self defense force") in the labor force.
Finally, persons with a paid job but not at work during the
survey week are in the US. labor force whether or not they

-receive pay for the time off; in Japan, such workers must
have received pay for part of the survey week to be con-
sidered as in the labor force No adjustment seems necessary
for this since Japanese employees under a continuing em-
ployment contract normally receive wages or salaries when
absent from work.

Method of adpstment. The number of unpaid family
workers who worked less than I5 hours in the survey week
is reported in the survey results each month. Such persons
are subtracted from the labor force. Japan does not publish
figures on the self-defense force in the survey; such figures
were obtained from the Japanese Embassy in Washington.

Unemployment rate

Japan computet Its unemployment rate by dividing
the unemployed by the total labor force. Adjustment to
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US. concepts is accomplished by dividing the reported un- Labor force. An adjustment for comparability to US. con-

employed by the labor force adjusted to exclude family cepts is made to EPA's seasonally adjusted labor force data.

workers working less than 15 hours and the self-defense The ratio of the labor force adjusted to US. definitions to

forc. The adjustments result in either no change or a slight the "as published" labor force, based on annual average

increase in the reported unemployment rates (table B-i). estimates, is applied to the monthly seasonally adjusted

labor force data to estimate the labor force adjusted to US.

Osuarteely and monthly estimates concepts. The seasonaily adjusted labor force figures are

prepared by the EPA in the same manner as unemploy-
The Bureau of Labor Statistics prepares quarterly and ment figures.

monthly estimates of Japanese unemployment rates, ad-

juoted to US. definitions and seasonally adjusted. The

method used in making these estimates is as follows: France

Unemployment No adjustment is necessary to estimate un- The official monthly unemployment figures for

employment on a basis comparable to US. definitions. BIS France relate to the number of registered unemployed per-

uses the Economic Planning Agency's (EPA) seasonally ad- onm. No unemployment rate is published. In addition to

justed number of unemployed. These figures are published the monthly counts of the registered unemployed, the

in the EPA's monthly report, Japanese Economic Indica- French National Institute of Statistics and Economic

ton. The EPA method for seasonal adjustment was de- Studies (INSEE) makes annual estimates of the labor force

veloped by the EPA and is an adaptation of the X-10 Vari- and unemployment which, prior to 1974,were intended to

ant of the U.S. Bureau of the Census seasonal adjustment he comparable with the results of the French population

program. The X-10 was modified by the EPA to take ac- censuses. Since 1974, the annual estimates have been based

count of the rapid growth and structural changes expen- on the number of unemployed under ILO definitions, as

enced in Japan. Each year, the seasonal adjustment pro- determined from the results of annual labor force surveys.

gram is rerun to incorporate the experience of the previous Unemployment under ILO definitions represents a broader

year and to estimate the seasonal factors for the current concept than that under French census definitions. The

year. annual unemployment estimates are currently obtained by

Table B-1. Japan: Labor force data adjusted to U.S. concepts, 1959-76

lNamher In thousands)

Item tn9 1so stat 1962 1963 1964 1965 1966 1967

Reported lebor foar.e. . 44,330 45,110 45,620 46,140 46.520 47,100 47,870 46,910 49,830

Les Unpaid family workers
w ho maorked Ions thor 151 5

hours .½ono t 17 SO '990 1aso I'84 0
870 o30 790

Lee: Caeer military
Pesonnel. 210 210 210 220 210 220 220 230 230

Adjusnedoivilian labor fran .. 432320 44,120 44,910 45,940 45,430 46.060 46.780 47.850 46,910

Unemployed.980 750 680 590 590 540 570 650 230

Publiebed onemptoYment ate
Ip .r... . 22 1.7 1 A 13 1.3 1.1 1 2 1.3 1.3

Adjoted anemploytent rate
(pernn..2.3 1.7 1,5 1 3 1 3 1.2 1.2 1.4 1.3

1968 1969 1970 1971 1972 1973 1974 1975 1976

Rported labto for .50,610 96,980 512530 51,960 51,990 53260 t3,100 63.230 53,780

Loes: Unpaid familyv rker
who worked n-s than 15
hro.. . 690 600 580 510 440 440 420 460 440

Leas: crer mlitery
prns nnel. 240 240 240 230 230 230 240 240 240

Adjustd nivilien labor toe .. 46,680 0140 6 50,730 51,120 51.320 52,990 52,440 52,530 53,100

UnomploYd .590 570 n90 640 730 680 730 1,000 1,080

Published um-ploymnre rate
Ip .n.. ., 1.2 1.1 1.1 1.2 1.4 1.3 1.4 1I9 2.0

Adjuned unemployment rsat
(pero.nt. . 12 1.1 1.2 1.3 1 A 1.3 1.4 1.8 2.0

t
rntmete hesed on reletionhip of new series to old ories In

1967.
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increuing the unemployed job registrant merits to Include
the unregistered unemployed urrder ILO definitions-about
6 percent greater In 1975. The extent to widch the registered
series undercounts unemployment has declined sharply
dose the adoption of a compulsory national insnuance sys-
tern in 1967.

In October 1960, a regular meries of labor force rur-
veya wau initiated, complementing the general population
cenutses. Thene sarveys indicate that the annual French un-
employment and labor force estimates based on popula-
tion cemans concepts need to be adjusted considerably to
confomm more closely to U.S. concepts. The annual un-
employment estimates bated on iLO concepts, however,
need to be adjusted only slightly to ronform to US. con-
capts.

In March 1975, INSEE published an article in which
French unemployment from the March 1974 survey was ad-
justed to "international definitiom.":`The international
definitions used were the definitions adopted by the iLO
in 1954. INSEE's method of adjusting survey unemploy.
ment was the same as that being used by BIS, except that
persons seeking a non-wage or -telary job were excluded by
INSEE but are included by BIS. INSEE did not adapt the
labor force to "international definitions" in the article.

INSEE has continued its work on adapting French
unemployment to international concepts. In the last
chapter of the results of the 1975 end 1976 labor force sur-
veys, INSEE presented estimates of employment and un-
employment according to international definitions.'
Additional questions initially incorporated in the 1975 sur-
vey questionnaire made it possible to obtain more precise
estimates under international definitions. For example,
questions are now being asked on current availability for
work and on jobseeking activity within the previous
month. Prior to 1975, there were no such questions in
the survey.

Unmployment and labor forte

Registered anemployed. Official monthly unemployment
statistics in Frence refer to the registered unempioyed, con-
sisting of all persons registered with the employment offices
at the end of each month. The figures are published by the
Ministu of Labor in the Bullertn mensue des sratisrques
dt terail. The reductions in the INSEE coefficient by
which the registered unemployed are inflated to obtain
annual estimates of French unemployment partially reflect
a substantial increase in the proportion of unemployed
workers claiming unemployment status following the adop-

t
aerntar Grasi "Methode et snarces ustrf poer i anoese do

chornvc, 6Eemonue etS srwapee, arch i97, pp. 6369.

'rtdosl S." and Piesne Lanalh, Enqute Sur LKnrk. de
1975. Readier prashis Lea Cofeeeiois de L'INSE, Se-a D,
Number 42X D-eobeer 1973. pp. 71-76; adEEquaertSWuLT'6pblo
dc 1976, Reardate p urleofr, L.s Coietdoas de LINSEE, Sest.
D, N-uber 48, Novenbnt 1976. pp. 59-68.
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tion of a compulsoey unemployment insurance system in
1967. Prior to that, France had a nonstatutory inaurance
plan established by coliective bargaining agreements. The
National Employment Agency was established in July 1967
to carry out employment exchange and other labor market
management tasiks. The new system provider coverage for
over half the French labor force, whereas the earlier plan
covered only about one-quarter of the work force. Also af-
fecting registration statistics was the 1975 enactment of a
new program whereby workers laid off for economic reasons
receive 90 percent of their former wages.

Like most registration counts, the French series is
limited largely to recently employed wage and saLiry work-
erm who have lost their jobs. Wage and salary workers make
up about three-quarters of the French labor force. Persons
seeking a job for the first tioe rarely register, and women
workers eppear to depend on the placement offices rela-
tively less than men. Furthermore, the registration statis-
tics do not include recipients of the "income guarantee,"
a form of early retirement pension paid under certain con-
ditions to older workers who lose their job. Despite the
establishment of the National Employment Agency, a sub-
stantial number of unemployed still do not register as such,
as ia clear from the results of the labor force survey.

Labor force taovey. INSEE conducted experimental labor
force surveys irregularly during the 1950's, using samples
of 5,000-10,0C0 households. In the series of surveys begun
in October 1960, a sample of over 25,000 households was
used-a sampling ratio of I in 600. The surveys were con-
ducted in October and March of alternate years, except in
1961 when no survey was conducted. The survey of March
1967 terminated this series.

Beginning in March 1968, INSEE inaugurated a new
series of labor force sunrveys, using a different sampling
method than that used in the 1960-67 surveys. INSEE had
found that the 1962-67 surveys underestimated the total
population, particularly for age groups with the highest
activity rate. It was mainly to remedy this bias that the new
sampling method was introduced. The sample for the new
series is made up of areas rather than households. The
greater geographic concentration of interviews under the
new method permits savings in time and cost of intenview-
tng. In addition, the new method permits better enumera-
tion of persons in "marginal" lodgings, such as young
people living in individual rooms. Surveys in the new series
are conducted annually each March,

6
using samples of

55,000-60,000 households-a sampling ratio of I in 300.
Detailed results of these surveys have been published through

'The auveys ar taken aver pestod of 7 wks. anay beels-
inea the tast wk of Fbeouay nd ending the -acoad week of Apri.

Maso inientews (ie., sees 90 pererst) are ouadoeted during the
firtd 4 weeks of tehi period. The 1968 aussey, howevr, was delayed
and sed 0ev e fairly lor period, and the 1975 aurvey wa son-
dused to April and May teeten the popniatios oerses was taken
tn March.
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March 1972. Summary results for 1973 through 1976 are
also available and have been utilized in this study to pre-
pare preliTminary estimates for those years. From 1977 on-
wards the survey is conducted twice a year, in March and
October. No results for 1977 have been published yet.

Foreign workers are counted on the same basis as na-
tional workers in the labor force surveys. Some separate
data on foreign workers are published in the survey results.

The French labor force surveys are limited to residents
of private households. Collective households such as mili-
tary camps, hotels, hospitals, homes for the aged, and re-
ligious communities are not surveyed. Also excluded are
residents of mobile homes. INSEE has made estimates of
the civilian labor force excluded from the survey, and these
figures have been added to the reported labor force.' In re-
cent years, there have been about 500,000 such persons. AUl
such persons are assumed to be employed; INSEE states
that they are persons who are engaged in an activity.

Both the old and the new surveys employ the same
basic definitions and wording of questionnaires. The ques-
tionnaire used in the surveys is so constructed that the pop-
ulation 15 years of age and over (14 and over prior to
1968) can be dassifled according to two different defini-
tions of employment status-one corresponding to that
used in the population censuses, and therefore also com-
parable to INSEE's annual labor force and unemployment
estimates, and the second corresponding more closely to
U.S. labor force concepts.

Census definitions. In the population census, persons are
asked to indicate their principal activity at the time of the
census. Persons stating that they are employed or unem-
ployed constitute the labor force. No further questions are
asked regarding employment status. In the labor force sur-
veys, people are asked their principal activity at the time of
the survey and the interviewer records their spontaneous re-
sponses. Those responding that they have a job or ae un-
employed are comparable to the labor force under the
census definition.

Labor force survey deftnitions. The labor force surveys at-
tempt to probe deeper into the economic activity and
status of those who do not initially respond that they have
a job or that they are unemployed-the "inactive" popula-
tion by census definitions. These are persons who respond
that their principal activity is that of housewife or student,
or that they are retired from the work force. These persons
are asked two additional questions. The fust question con-
cents whether any professional activities were carried out
during the reference week. Persons who answer that they
worked 1 hour or more are classified as "marginally em-
ployed." The second additional question concemsjobseek-
ing activities. Persons without a job who did not work at
all in the survey week are asked whether they sought work.

7The INSEE fig-ses were not derived from direct observation,
and should be regarded only au estian tetd order of mgdtsde.

Those answering "yes" are classified as "marginally unem-
ployed."

Under labor force survey definitions, the employed
comprise all persons responding "employed" as their prin-
cipal activity plas the "'marginally employed" as defined
above. The unemployed comprise all persons responding
"unemployed" as their principal activity plus the "mar-
ginally unemployed." Thus, the labor force surveys arrive
at a concept of the labor force broader than that of the
population censuses.

Under French survey concepts, persons do not have
to be actively seeking work or currently available for work
to be counted as unemployed. Also, persons who worked a
few hours during the survey week are counted as unem-
ployed if they responded that their principal activity was
"unemployed." On the other hand, persons on layoff and
persons waiting to begin a new job are counted as employed
if they responded that their principal activity was "em-
ployed."

Comparability of surveys. As mentioned earlier, France ini-
tiated a new series of labor force surveys in 1968, utilizing a
somewhat different sampling technique than used in the
1960-67 surveys. Concepts and definitions remained the
same. INSEE statisticians assert that a gap between the old
and new series has undoubtedly arisen from the differences
in sampling methods. They have stated that the change in
sampling method had little, if any, effect on unemployment
under census definitions, but fed that there may have been
a significant impact on the "marginally unemployed" fig-
ures. INSEE has made no link between the two series of
surveys.

In analyzrig the survey results, BLS has noted a sharp
increase in the number of "marginally unemployed" persons
between 1967 and 1968, from 132,000 to 306,000 (table
B-2). Some of the increase was undoubtedly due to deteri-
orating economic conditions in 1968, but an unknown pro-
portion may also be attributed to the better enumeration of
persons in "marginal" lodgings under the new sample
design.

Labor force participation rates provide another indi-
cator of the break in the comparability of the surveys be-
tween 1967 and 1968. The figures for teenagers are diffi-
cult to interpret because the age of compulsory schooling
was increased from '4 to 16 in 1968. Economic activity
rates for both boys and girls declined slowly from March
1963 to March 1967, then dropped sharply in March 1968.
However, activity rates for several other age groups appear
to reflect the effects of the change in surveying method m
1968. Thus, between 1963 and 1967 activity rates of 20-
to 24-year-old women held steady around 61 and 62 per-
cent, then rose to 66.5 percent in 1968. Both men and
women in the 55 to 64 age group also had an abnormal in-
crease in economic activity, based on the previous trend.
It may well be that women in their early twenties and men
and women over age 55 who lived alone in rooming houses
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France: English transation of labor force survey questions relating to labor force status

S. Respondent is asked to classify himself in one of
following categories listed on card 2:

1. Practicing a profession; employed;
working in a relative's business as an
unpaid family worker (go to Pan I)

2. Without work and looking for work
3. Housewife (keeping own home)
4. Student or pupil
5. Milioary conscript (performing com-

pulsory service) (go to Part Ill)
6. Retired
7. Others without a professional position

9. During the reference week did ... practice a pro-
fessional activity? (If yes,go to Part I)

Parn I-Employed Peemass

(To be completed for all persons classified under number
I to question 8 or replying yes to question 9)

12 to 16. Occupation. class of worker, industry, etc.
17. Is.. a regular, seasonal, or occasional worker?
18. Is the principal activity full or pan time?
19. State the number of hourn actually worked duoing

the reference week in the principal profession
- including overtime
- excluding boor paid for but not worked;

travel between home and work site; boor
lost due to sickness, holiday, or unemploy-
ment

20. If the number of hours worked is less than 45,
give reason:

A. Short-term reasons.
- Start or cessation of job
- Illness (including long-term dl-

ness)
- Maternity leave (under national

insurance)
- Annual or personal leave

Bad weather, reduction of sea-
sonal activity

- Labor dispute (strike or lock-out)
- Partial unemployment (or slack

work)
Performing an occasional job at
present

-- Participation in training course
Other (specify)

B. Long-term reasons (only if no short-
tem reason is given):

- Normal working hours in estah-
lishment

- Nature of work (tiring, danger-
ons, etc.)

- Part-time job
- Other(specify)

Paul iB-Seekig Employment

(To be completed for all pemons except military
conscripts, whether employed or not)

21. Did ... seek a job (or another job)?
- Yes -sought wage employment
- Yn-sought self-employment (skip to fol-

lowing Part)
- No (skip to following Pars)

22. If... found a job NOW, could he begin work
immediately?

- Yes
- No, why?

- Finishing his studies
- Has a job and is not able to quit

immediately
- Temporarily ill
-Other (specify)

23. Did ... look for:
- A full-time job
-A part-time job, but would accept a

full-time job
-A parst-ime job only

24. Did ... seek a temporary job for a limited dur-
ation?

- Yes
-No permanent job only

25A. Is... registered at the Agence Nationale pour
l'Emploi (ANPE) or a local employment bureau?

B. In the past month, did ... make any other at-
tempts to find a job?

If yes:
-Registered at private employment agency

or an agency for temporary work
-Advertised in a newspaper or other public

place
- Answered newspaper ads or other job

announcements
-Asked personal friends
-Other (specify)

26. How long has ... looked for work?
-Not yet commenced job search
- Les than I month
-1-3 months
- 3-6 months
-6 mos-I year
-1-2 years
-2-3 years
- 3 or more years
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Table B-2. France: Unemployment as recorded by labor
force surveys, 1960-76

(Thousande)

__T_ _ Underresus MargiullyDate men"tt i n6n .n mobed

October .urVs:
1960 . 450 202 248
1962 . 47 264 203
1984 . 420 254 166
1966 6 . 06 371 135

Mrnih srv.:
1963. 343 223 120
1965. 30 236 124
1967. 437 305 132
1968 . 656 350 306
1969 . 687 362 325
1970 684 330 353

1 . 767 423 344
1972 . 794 451 343
1973. 734 394 340
1974. 72 441 342
1975. 1 ,185 737 448
1976 1,350 911 439

'This suV ws edurtd in Asll.

were much better represented in the series of surveys be-
ginning in 1968.

In the following method of adjustment, the possible
gap between the two series ofsurveys has not been taken into
account because of the absence of any data with which to
make an adjustment for the impact of change in surveying
technique. However, it should be kept in mind that the
French unemployment rates adjusted to US. concepts are
likely to be somewhat understated for the period prior to
1968 because of underenumeration of the "marginally"
unemployed.

Method of adjustment

The detailed information provided by the labor force
surveys can be used to estimate French labor force and un-
employment according to US. concepts of measuring these
items. In summary, annual estimates of France's labor force
and unemployment, adjusted to US. concepts, are dersved
as follows: (1) The total civilian labor force and unemploy-
ment figures from the labor force surveys are adjusted to
U.S. concepts; (2) ratios are computed comparing (a) the
adjusted labor force with the civilian labor force figures
(from the labor force surveys) that are comparable with
French population census definitioms, and (b) the adjusted
unemployed with the registered figure for the survey month;
(3) annual adjustment factors are dersved and applied to
the published French figures. Detailed descriptions of
these three steps follow.

Adjustment of labor force survey results to U.S. concepts.
The adjustments of the reported unemployment figures to
US. concepts are shown in tables B-3 (October surveys)
and B4 (March surveys). Total reported unemployment,
including the marginally unemployed, is adjusted to:

93

I Exclude those who state that their prncipal activity
was unemployed but who did some work in the se-
vey week The number of such persons is reported
in the labor force survey. (If those who worked less
than 15 hours were unpaid family workers, they
would be classified as unemployed in the United
States if they were seeking paid employment, but
sufficient detail for making this distinction is not
available from the French surveys.)

2. Exclude unemployed persons (both the "active" and
the "marginal") who stated that they had not yet
commenced seeking work Such persons vrould be
classified as outside the labor force m the United
States. Some of the unemployed (census definition)
who have not yet commenced seeking work may be
among those (already subtracted from the unemployed
total) who stated they were unemployed but who did
some work in the survey week.

The number of unemployed persons who had not
commenced seeking work is reported in the labor
force survey. In the 1975 and subsequent surveys,
persons were asked specifically whether they had
made any attempts at jobseeking in the previous
month Those who responded that they had not done
so have been excluded from the unemployed for com-
parabiity with U.S. concepts. In the surveys prsor to
1975, persons were asked how long they had been
looking for work, but there was no specific question
as to whether active steps were taken in the previous
month. Persons who responded that they had not be-
gun to look for work were excluded from the unem-
ployed in the years prsor to 1975 for adjustment to
U.S. concepts. Thus, there may well be some persons
who have not been excluded prior to 1975 who did
not take active steps within the previous month. This
is indicated by the higher proportion of marginally
active persons who did not commence seeking work
in 1975 and 1976 compared with previous years-40
percent in 1975 and 1976; 20-25 percent in 1968-74

3 Exclude unemployed persons (both "active" and "mar-
ginal") who were not currently available for work ex-
cept for reasons of temporary illness. Data on the
number of such persons were not regularly collected
in the surveys until 1975 Results for that year indi-
cated that 4.7 percent of the unemployed under
census definitions and 40.2 percent of the margin-
ally unemployed were not cunently avadable for
work (except for temporary illness). These propor-
tions have been applied each year through 1974 to
obtain estimates of the camber of persons not cur-
really available for work. Beginning in 1975, a reg-
ular question on current availabdity (within 15 days)
was added to the survey, and data were published on
this point Again, there is a possibility of overlap
with items I and 2 above

4. Exclude the number of persons who fall into more
than one of the first three categories above, to avoid
d-ublecounting. In the results of the 1975 labor force
survey, information on this point was provides for
the first time. The data indicated that II percent of
the sum of persons in the first three categories, under
census definitions, should be excluded because of
double counting Similarly, 23 percent of these per-
sons in the "marginally active" category should be
excluded. For 1968 onward, the adjustment for over-
count has been based on estimates supplied by
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INSEE. For the years prior to 1968, BLS has made
estimates of the overcount based on 1968 relotjon-
ships. The number of such persons has been added
back into the unemployed count.

5. Include persons who stated they were employed but
who did not work at all in their prinrtpal activity dur-
ing the survey week because of partial unemployment
or slack work (i.e., temporary layoff) or because they
either were waiting to start work or left their previous
employment. The number of persons in these two
categories is reported in the survey remits. Some of
these persons may have worked in secondary jobs
during the survey week, but no data are available on
this point.

6. Include other jobseekers who said they had a job in
the "censos" sense but were looking for work in the
"international" sense. This group comprises a small
number of workers identified by INSEE for the tust
time in the 1975 survey. They ore probably such
persons as unpaid family workers who worked fewer
than 15 hours acd were seeking paid jobs. They
should be included under U.S. concepts. The 1975
data indicated that they represented a small number
of persons, about 11,000. INSEE has used this figure
as a constant in making estimates of unemployment
under ILO concepts back to 1968. BLS has also

followed this procedure. For the years.prior to 1968,
the number of persons in this category wus estimated
based on 1968 relationships.

7. Exclude persons under 16 years of age from the un-
employed count. The lower age limit for the French
labor force surveys was 14 until 1968 when it was
raised to 15. Since compulsory schooling now ends
at age 16 in France, 14- and 15-year-olds have been
excluded from the unemployed in 1960 through
1967, and 15-year-olds have been omitted from data
for 1968 and following years. The numbers of unem-
ployed 14- and 15-year-olds was not separately re-
ported in the labor force surveys. Their numbers were
estimated by assuming they had the same unemploy-
ment rate as all teenagers.

The adjustments to the labor force figures reported in
the French surveys are shown in tables B-5 and B-6. The
total civilian labor force (including the "marginally" em-
ployed cod unemployed) is adjusted to exclude unpaid
family workers not at work, unpaid family workers who
worked I but less than 15 hours, and persons reporting
themselves as employed but who were not at work because
of "durable reasons," that is, personal convenience or the
nature of the job. Figures on all the above categones are

Table B-3. France: Adjustmriet of unemployment data from October sunveys to U.S. concepts, 1960-66

(Numbers in thousands)
1960 1962 1964 1966

Irtam Total Male F-tle Total Male F-anr Total Mee Female Total Mabe Female

R.poried unemployed .450 190 2i0 465 183 282 420 175 245 506 204 302
Less: Pernons s work I hour

or mor. 22 16 5 17 7 10 12 5 7 16 10 6
Lest UnamploYad who have

not -ommenead seeking
work

1
T .77 17 60 85 33 52 67 20 47 58 18 40

Less: Parsns not curretly
ilahle fori work R

.
i9 24 85 94 36 58 79 43 36 71 22 49

flou Adjustment for double
count ........ 48 13 35 45 17 28 36 15 21 33 1 1 22

Plus. Employid persons not nt
work due to
Sturlurnocation o blj . 29 14 15 20 10 10 27 13 14 22 16 7
Pertbil unmploymant

lseeckwork) 
.

46 20 26 41 19 23 33 13 20 29 14 15
PlusI Other jnhsekss 

.
4 1 3 4 2 2 4 2 2 5 2 3

Adjusted nmpolve. mge 14
end oer .369 151 219 379 154 225 362 150 212 450 198 264

Leta: 1
4
-a nd 15-Vyn.-olds6 .. 21 10 11 21 10 11 19 10 9 16 8 10

Adjusted unemployed. ega 16
and over .348 141 208 358 144 214 343 140 203 432 188 244

Rgi nerad unmpluyed lOtoberl. 116 69 47 163 94 69 119 71 46 154 93 61
Adjusted unemployed age 16

and over m Perrent o0
nrgistered unemployd . 300.0 204.3 4428 2198 1532 310.1 288.2 197.2 4229 280 .5 2022 4000

' Numb, of parsons reported st "nknwn" distributed poper- 4Th dusnMent allows for she fact that person mey have been
tionelly. scuded more than once bhy pearing in more then one o the

s d on data repurned in the rvsys no rsons who ha not tbov ceeorim. Double count was timated as 23 Pement ol the
comm- ned skinsg jobt. No data wre evilable on the number 01 sbove thr cateeories.
Pesona who had not actively wwght work in the precding mondth. 

1
Pena who were d-iaid us employed but who were seeking

Etimeat besed on data reported in 1979 which Indkatd 4.7 work and mould be coucted as unemployed under U.S cocepts.
percent of the unemplovyd under MWus definitions end 402 par Etimasm bnsed on d a from INSEE which Indicate that thiu arsp
cmt of th marginally unempoyd wers not currently anellabl for is ejalvaent to 2 pearsnt of the rported unemployd.
work. Number of 14 nd 1-vear-oidt reporsed in the srvey divided

by rntio of reported to adjusted unemployed eg 14 and over

94
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Table -4. France: Adjustment of unemployment data from March surveys to U.S. concepts, 1963-76

(Numbers in thout.ant)

Item 1r e1963 1 19f 5 1967 1 1968

Item T.Wl I M.I. |F-.. Tt1 I M4 10 IF6 .. I To9i I M6 3 Fem1.| TnIl I MI I lF-.1

Reponed unemployed.
L-ss Persons at work 1 hour

or . .3 .............
Le Unemployed who rav not

omommoed seeking workl
La Persons not nurrotvly

enailble (or work
2 .

Pins Adjustment for dooble
count

3 .

Plus Employed porsons not at
work due to
StWr or netioa of job0l.
Partial unemployment

(dank work)'.
Plus: Othne j.olWmken

t
4 

.

Adjusted unemployed, ge 14
and aver.
Lss: 14-and 15-Vynr-oldst

Adjusted unemployed. ae 16
and no. r

Registened onemployed (Mach) ...
Adjusted unemploved ag 16

and onar as pewent of rg-
istered unemployed.

Repr ted unemployed.
Lass: Pero-,s at work 1 hour

Lass Unemployed who have not
cssmsnned coking work'

Lss. P.nons not currendy
woileble for monk

2 .

Plus: Adjustment ton double
count

3 .

Pus: Emploed powons not at
work dut to:
Start or canetion of job'
Partial onemploytant

(dank work'..
Pins Other jobseekers

4 .

Adjusted onemployed, oP 14
and aver .
LeS: 14 tnd 5yearoldo ...

Adjusted unemplvd, age 16
and o ..r .

Registerd onemployed (MomSh)
Adjusted unemployed op 16

and over s percent ot ruq-
isterd unemployed.

Reported unemployed.
Loss Perons 0t work 1 hor

Lss: Unemployed who hay. not
conmmnced snaking monks

Less: Parsons not nurvtndy
vailable for work

0 .

Pus: Adju tent oedouble
nount

3.

343

8

56

31

18

317

295
16

279

178

156.7

137

35

19

2FI

11

23

38

20

15

II I

2504

245
168

655

1 1

105

139

61

28

36

530
7

523

264

115.5 j 2339 1198.0 1512fi 2724 1200.5 156S 1281.8 1198.1 11484

10

15
3

142
6

134

116

16
4

153

145

62

16

38
7

322
19

303

153

10

15
3

154
9

145

95

46

168

10

156

56

9

41

402
23

379

169

21
4

205
12

193

123

2

260

197

186

68

387

76

l4ot
41

13

1 7

I632850

277

96

288.5

1969 1970 1971 1972
687 278 409 684 249 435 767 273 494 794 287 506

19 12 7 19 12 7 21 13 8 24 15 9

102 27 75 109 25 84 123 30 93 117 24 92

148 39 109 158 36 122 158 39 119 159 33 126

70 23 47 78 23 55 77 21 56 79 19 60

26 14 12 22 12 10 26 15 11 18 9 9

29 13 16 26 11 15 23 12 11 20 9 11
11 4 7 11 4 7 11 4 7 11 4 7

554 254 300 535 226 309 602 243 359 622 256 366
4 2 2 4 2 2 2 I 1 2 1 1

550 252 298 531 224 307 600 242 358 620 255 365

246 148 99 250 145 105 335 190 145 389 221 167

233.8 170.3 301.0 212A4 154.5 292A4 179.1 127A 246.9 159.4 115A4 218.6

1973 1974 19756 1976

734 251 483 782 259 524 1,185 486 699 1.350 511 839

21 13 8 22 14 8 29 18 11 34 22 12

110 25 85 120 28 92 257 60 197 238 56 182

156 35 121 158 37 121 215 49 166 192 44 148

81 21 60 72 19 53 99 25 74 82 22 60

S. flootnote at end of tble.

95

1 564

27

1232

360
10

57

61

29

14

16

2041 437

9

67

28

60

6:

237

3

34

50

20
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Table B.4 France: Adjustment of unemployment data from March surneys to US. concepts, 1963-76-Continued

(Numnte in thtotendef

1973 1974 19756 1976
It"m…… ……

Total Male Female Total Male Femle Tot M oble Female Total Mule Femae
Pus Emdloynd parson not at

work due to
Starnorn neation of job

t 19 9
i 
t
8 

9 9 16
8 

6 2
6 

13 13

Partial unempovyont
IernkwonkP .. 20 9 11 20 9 11 35 16 19 16 8 10

Plus Other pb .....en .
.

1t 4 7 11 4 7 1 5 6 5 2 3
Adjusted unemployed, p 14

and over. 77 221 356 603 221 323 645 413 432 1.017 434 683
Les 14- and I-vYsrold s .... 2 1 1 2 I 1 2 1 1 2 1 t

Adjused unemployed, p 16
dov r. 575 220 355 6OI 220 392 843 412 431 1.015 433 582

Rqginmd unemployed IMrh) . . . 376 192 19 439 207 232 755 391 364 938 465 474
Adjused unemployed eag 16

and ovr- newest of ret
istered nemploed 152.1 1146 190 136. 106.3 164.7 111.7 105.4 118.4 108.2 93.1 122.8

'Number of perons rePorted as unknown ditnributad propor-
lonaily.

'Thlgh 1974 einrated m- 4.7 percent of unemployed under
census definitions and 40.2 porcent of the narginally unemployed.
BHginni g 1975. based on -injta of the sure.

3Thl, adjustment a Iows for the fact that preons may hate been
e..luded demo than ons by appearlng In wore than Mea of the
above anegori. Frem 1966. the adjustment was ma on the basis
of data spplied by INSEE. tlobi.e uount for priorynrs etnimated
ae 23 pawent of the above threecatorI

reported in the survey results. The unemployed who have
not commenced seeking work or who were not currently

available for work should also be excluded from the labor
force. The method of estimating these categories wao
explained above. Also, the adjustment to eliminate double
counting in these unemployed categories must also be made
here.

8

Finally, the number of persons in the reported labor

force who are under the age of 16 should be excluded. The
number of 14-year-olds in the labor force was separately
reported in the surveys conducted from 1960 through
1967. In 1968, the lower age limit was raised to IS. The

number of 15-year-olds in the labor force has been esti-

mated by applying the reported labor force participation
mate for 15-year-olds to the estimated 15-yerold popula-
tion from demographic data reported to the OECD.

9

1The doubl-count udjunmeot wu moddifed slighdy to apply only
to double ounting of persons who had sot commesned mtkintg
work and were a1so not corntly avaiabte fmm work. Thus, the ad-
justment did not apply to persons who stated that thei principal
actiity was 'unemployed" but who did some work ln the survey
week. Such persons wert eucuded from the unemployed, but
shouU sot be stcluded from the labo forme becmuse they would be
classifid a employed by U.S. concepts.

9
Orpanisation for Economic Coopeotin acd Denslepreot,

Dfemojrphic Treodc Suppleme-t Country Reporti (Paus, OECD,
1966) and Demoycphtic .rends, 197)&198.5 l OECD Member
Conorides (Pazs. OECO, 1974).

Pewove who we- dnsitid as employed. but who woe, seeking
work end .-old be .Mcoted as unemployed under U.S. co...pt
e.g., unpaid family worker who worked fewer than IS hours and
w seeking paid jobBl. The figurmn for 1968 unword wore supplied
b INSEE. For prior Vrs., estimated as 2 Pe..., of the oumber of
reported uneptoved.

sNumber of 14. nd IS 1-erolds reported in the -rVey divided
be ratio of reported to adjused noemploved oe, 14 andover

't.. for April

Detailed results of the French surveys through March
1972 have been published. For the later surveys, only
summary results have been pubhshed, and these have been
used to make interim estimates until the detailed results
become available. Therefore, some minor revisions may
be made in the future in tables B4, B4, snd B-7.

Adjustnrent rmtios. (See tables B-3 through B4.) Ratios of
(a) labor force figures adjusted to US. concepts to (b) un-
adjusted figures based on census definitions were computed
for each labor force survey. Ratios of adjusted unemployed
to registered unemployed for men and women were also
computed. The unemployment ratios were computed sep-
arately for men cod women because of the large differ-

ence in the degree to which unemployed men and women
register. In March 1976, the adjusted civilian labor force age
16 and over was 1.5 percent greater than the civilian labor
force by French census definitions. Adjusted unemploy-
ment was 8 percent greater than unemployment recorded
in the registered unemployed seties. Male unemployment
according to U.S. concepts wat 7 percent rmaller than
registered male unemployment; female unemployment
under U.S. concepts was 23 percent higher than registered
female unemployment. The March 1976 survey was the
first one to show an overstatement of male unemployment
by the registered ceries; all previnos surveys had indicated
that the registration series understated male unemployment
by U.S. definitions.

96
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Table B-5. France: Adjustment of labor force dats from
October survey to U.S. concepts, 1960-66

(Numbrn in thous.n.s)
Item 1960 1962 1964 1966

Repoted civiian labor ot .. 20,025 20.542 20,62 20,346
Less: Unpaid family workers

Not at work .
27 46 36 35

At work l- than 1b hous.. 178 168 177 136
Lan: Employad parsont not at

wink for dumnbin reasons23. lb 13 32 33
Lea: Employed who hod not

nommand making worka. . 77 85 67 58
Les: Pesona not ourrntly
avaiable for works

0 .
109 94 79 71

Plus: Adjuttmtnt for double
vaunt

t .
21 24 23 21

Adjusaed ivilion labor forte, ag
14andon r.19240 20,254 20.494 20.636
Last 14 and 1-Yar old

t
. 8ls1 442 360 300

Adjusted otuilian labor tofue
age 16 and ovr.. 19,059 19,112 20,126 20,328

Reported oilian labor forte
(tems dtfinition. . 186929 19.672 20,055 20.239

Adjusted uiian labor force
age 16 and outran pernent of
repornod ivilian labor lora7 1 00.7 100.7 100.4 100A4

XL.bor fuce surveyed including marginally etive plus erimated
labor forca not vovarad by the .umay Ian arsar military pasonnesi

'Numbar of parsons reported m unknown ditributad propor-
siovelly.5

"fMoable reasons" aners to natuan of the job and pamn.al von

48 red on dat reported In tea srvey- on parona who hed ot
nammenoed staking jobl. No date went avilable on the number of
parsons who had non antlualy sought work in the panceding month.t

Essiatad an 4.7 paroent of unemployed under neosus dfini-
tianr and 40.2 panoet of the marginally unemployed.6

This edjuasment allors fo the ft that parsons may hate
been nooludad morn than ante above sinus they could hane neither
oomsnnad eking work nor been narnatly available for work.

Numrber of 14- and "I ynoruIds stimated in the survey divided
by nrtin of reported vivilian labor fume to adjusted labor fume
ae 14 and oer.

'nEtimate.

The adjustment factor for men has been declining
rapidly in recent years. In March 1969, male unemploy-
ment adjusted to U.S. concepts was 70 percent higher than
registered male unemployment. By 1970, this factor had
fallen to 55 percent, and by 1975, to 5 percent. Part of
this decline was brought about by the spread of the New
Employment Agency throughout the country. The decline
was also related to higher unemployment benefits in France
which induced more persons to register. Periods of reces-
sion, such as 1974-76, also tend to cause more unemployed
persons to register at employment offices, thus reducing
the adjustment factor which u applied to the registrations
series.

Female adjustment factors have also been declining
(except in 1976 when the factor rose slightly) for the same
reasons stated above. However, the adjustment factors for
women remain much higher than those for men since many
unemployed women are new entrants or reentrants to the
labor force and are not eligible for jobless benefits.

97

Annual estimates ofisbor force anddunemploymentardjusred
to U.S. concepts. The adjustment factors developed from
the labor force surveys for October and March of alternate
years 1960 through 1966 and March of each year beginning
in 1967 were prorated by month to obtain annual average
adjustment factors (shown on table B-7). For the years
1959 and 1960, the adjustment factor for 1961 wasassutmed
to apply. The March 1976 adjustment factor was assumed
to apply in 1976 in order to make preliminary estimates
for that year. When the March 1977 survey results are
available, some revisions to the 1976 unemployment esti-
mates may be necessary because of the prorating technique.

The October surveys taken at 2-year intervals between
1960 and 1966 indicated much higher unemployment ad-
justment factors than the March surveys. This may indi-
cate a large seasonal variation in adjustment factors; how-
ever, it is difficult to determine the extent of seasonal
variation in the factors unce no two surveys were taken in
the same year. A comparison of age distributions of the
unemployed in October and March reveals some significant
differences. The following tabulation shows the average age
distribution for the 1962466 October surveys versus the
distribution for the 196347 March surveys:

Total under anosus definitions
,4 to 19 Ye .. .. .. .
20to24Y e .
25 to b4 yaan.
59 and mar.

Total marginally seta...
14to19yes .
20 to 24 yse.
25 to 54 y.. .
55 and ov r.

Oceobar Maw,,
(Pe1renn)

100.0 100.0
346 313
13.5 s aI.
362 413
13.3 1223

100.0
222
Its
47.0
19.0

1000
279
129
412
173

These figures indicate that, under census definitions,
teenage unemployment was a higher proportion of total
unemployment in October than in March. The reverse was
true for marginally active teenagers.

According to census definitions, teenagers seeking
their first job had a much higher representation in the Oc-
tober surveys. For the marginally active teenagers, however,
representation was highest in March, as shown in the follow-
ing tabulation:

Under mon.s definitions
Marginally setive.

Ocsaber M-amh
/Peneund

24.1 16.3
192 24.5

These differences probably reflect the fact that in-
school teenagers ("marginally active") are more likely to
seek work in March for the coming sunmmer vacation. Ac-
cording to INSEE officials, out ofaschool teenagers ("census
definitions") who completed their schooling in the previous
June tend to look seriously for their fust job around Sep-
tember and October, after a sumrmer vacation. Thus, there
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are some important differences between March and October (except in 1963). In 1959, the adjusted French unemploy-
survey results. ment rate was 2.0 percent, whereas the rate based on un-

In 1977, INSEE began to conduct two surveys each adjusted data was 1.3 percent (table B-7). By 1976, the ad-
year-in March and October. When results of these suxveys justed and unadjusted figures were much doser-4,6 and
become available, the extent of the seasonal variation be- 4.5 percent, respectively.
tween the Mooch and October adjustment factors will be
better known. uarterly and monthly estimates

The annual adjustment factor for the labor force has
fluctuated within a narrow range of 9917 to 101.5. The ad- BLS estimates seasonally adjusted jobless rates ad-
justed labor force was occasionally below the labor force juoted to US. definitions for France. The method used in
under census definitions because the addition of the "mar- making these estimates is as follows:
ginal" labor force was more th cancelled out by the sub-
traction of 14- and 15-yeat-olds, unpaid family workers Unemployment. Quarterly and monthly adjustment factors
not at work or working less than 15 hours, and other ele- (to adjust to US. concepts) are derived from the annual
ments not induded in the US. labor force, as discused French labor force surveys by prorating between surveys, as
eahlier. described above. These adjustment factors are applied to

the INSEE seasonally adjusted number of registered unem-
Uetemployment rate ployed to arrive at seasonally adjusted estimates of jobless-

nes adjusted to US. definitions. The seasonally adjusted
Adjusted unemployment rates are obtained by divid- registered unemployed series is published in INSEE's

ing the adjusted unemployed figures by the adjusted labor monthly bulletin, Bulletin Menaune de Strastiriue. INSEE
force figures. These adjusted rates are higher than the un- utilizes the additive version of the X-l I Variant of the US.
employment rates calculated from published French data Ceoluis Bureau's Method 11 seasonal adjustment program.

Table B-6. France: Adjustment of labtr force data from Mahs srunrveys US. concepts, 1963-76

(Numb. in Thousan)

ten, 1963 1965 1967 1968 1969 1970 1971 1972 1973 1974 1975k 1976

Repoted ivilibn labor fo.e . 20,179 2650 20.63 21,304 21,417 21,621 21.658 212818 21 2914 22,154 222902 23027
Las Unpaid family worker:

Notst ..ork. 
4 6 6 7

3
1 4

8 
4 5 51 4

8 
3

5 41
n l e t

2 
4 30 2 8

Atworkl enhdnlIs h-s3 ... 139 162 141 86 111 135 117 124w j
6 2

123 125
Less: Employd p.erons sot as

work foodurable rn sons3.
5 22 9

2
0 24 1 1 14 19 19 .

19 
i 19 o

17 617
Le Userployed wiho had not
comrneoed eki.nowork ' .. 69 67 46 105 102 109 123 117 116 120 257 230

Les: Peson. not cunt ttly 6eail le
tor work

8
s 08 61 67 139 148 9 SO 158 159 156 158 215 192

Plus Adjustment for double ount' 29 27 26 56 58 72 70 72 74 67 94 77
Adjused civilian lbor fore, age 14

end oer. 19 s74 20,172 20,251 20,968 21 s58 21,212 21,262 21,435 21,542 21,762 222356 22,504
Les 14eand 15-yearwolds' .'.. 468 435 420 97 56 55 29 29 035 025 025 620

Adjusted omioltan labor form., eP
16o ..do r. 19,46 19.738 19,831 20,861 21202 21,171 21,234 21,406 21.516 21,727 22,331 22,484

Reported olilet lbor loom
(cm nusdfniitioes. 19,518 19,864 19,.22 20.609 20,764 20,940 202994 21.119 21,252 21,487 22,048 22.152

Adjusted irWilrd obor form ae
16 eed ore, pret of reported
iodvili Mbor foe. . 99A I 94 951 101.2 10111 101 1 1.1 0104 6101.2 6101.21;101.3 6 1013 5

Datn for April
2Lebor tome rasYd iouluting marginally ein plus i..

mated Iabor forte not .oered by the wrnv laes cner milbterv
Kr-onel.

3Nunber ot persons rported a "unkeuws" distributd prpor-
tionally.4

Through 1974. teimatd as 0.7 pmrnt of rnportd labor farc
(date not yet published). Beinnina 1975 the number at work Iess
Then 15 hour was publidred. Number not at mrk w estimad
romt 1972 proporion.

5"'r e reasons" inhfer to natun of The iob and penal l
5

Pralimisory.
Th-rusih 1974. bnad on date Ported In the eaners on p-

men hasbo had not ommemcd _kng work. Beinninslg 1975,
baed on enult of aific question in asmey on somber of penent

who hbd not autctey egought work in ehe pnedin monTh.8
Throtgh 1974. intomated m 4 .7 perent of uronployed onder

mes. definioons and 40.2 pemont of the msrglially unemployd.
Besieniog 1975, based on muleb of the r0ev.

em is djusmoent elton, for the faCt that pernom mayv hb ben
Iuldd .-mom thee oncs done irme hY o-ould h neithr om-

me d -akine work nor boo oundrnny D-lble for mrk. From
1968. The djustment was made on The basic of dote suppld by
INSEE. DUble ront for pror yeanr otimated as 23 pnt of
The aboe two categ s.

l ewinning en 1968, The lbor fort dats rlate to l5-yeernds
and _r. Thest m, only 1 ar-olds are omitted in 1968 aed
following yen The somber of perons undr 16 mer c8t-

mantd trom Thn wny ed " w dn idad by dhs rdo of rnponted
clnilian labor fame to adjuted civilian labor fonse ae 14 for 151
end ov-r

99

57-254 0 - 80 - 10
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Labor force. BLS estimates quarterly civilian moor force adjusted unemployment (adjusted to US. definitions) by
figutes based on INSEE estisates of end-of-year civilian the seasonally adjusted (adjusted to US. definitions) labor
employment and end-of-quarter data on the number of force. Monthly unemployment rates are calculated in a
employees in nonagricultural industries and other avail- similar way. Since estimates of the labor force are only
able data. The BLS estimates are then seasona'ly adjusted available quarterly, the labor force is held constant for each
using the U.S. Bureau of the Census X-l I seasonal adjust- of the 3 months which make up that quarter. Additionally,
ment program, multiplicative version. the latest available labor force figure is used until enough
Unemployment nrte. Quarterly unemployment rates are data are available to make a more current estimate. At that
computed by dividing the 3-month average of seasonally time, quarterly and monthly jobless rates are recalculated.

Table B-7. France: Labor force and employment data bafore and after adjustment to U.S. concepts, 1959-76

-Nurrin 0 tu...anftl

Itanm 1 1959 | 190 | 1961 | 1962 | 1963 | 1964|1965 |966| 1967

PUBLISHED FIGURES

Rninrdareunrplavad ....................... 141 130 1I1 123 140 114 142 148 196
Mle-* ............................... 8 82 67 72 86 71 86 92 123
Fel ............................... 55 49 45 01 54 43 55 55 73

CAvilian lbor r .......... ,92 18.,951 18.919 19,050 19.399 19,o38 19.813 19.964 20.118
Totala l -PI.yd ..............n...a....- v254 239 203 230 273 216 269 280 365

Phrt f rsgind ...... -1................. IO 184 183 187 1905 189 189 189 186
Utnplavma .a. ......................... 1.3 1.3 1.1 1.2 1.4 1.1 1.4 1.4 1.8

ADJUSTED FIGUREa

iNli l tora Irund) ..... -.............. 19,060 19,080 19os050 19.160 19,340 19.88 19,750 20.000 20.100
Prertns of pusblihad figur ....... ............. 100.7 100.7 100.7 1006 99.7 100.2 99.7 100.2 99.9

Unvmpiovad (rndadi. ....................... 380 350 300 280 260 290 310 380 408

Matle . ....... 160 153 125 115 110 127 142 175 192
Prent of ralstnrd ..................... 196.2 186.2 191.2 19.3 1335 1789 1846 14 90 1858

Female ............... ................. 218 194 178 167 149 163 68 203 212
Pereent of ritrad ...... ............... 385.7 395.7 395.7 327.0 270.0 378.1 305.1 369.0 289.8

UnemPIevnt smt n. ......................... 2.0 1.9 5 1. 15.s 1.3 1.5 18 1.9 2.0

1968 1969 1 1970 [ 197 | 1972 1 1973 1 1974 1 1975 | 1976

PUsLgS14ED FIGURES

Regimard u plvd ...... .................. 254 223 232 338 383 394 498 840 934
Mae .1................................ 156 129 146 188 208 193 238 4238 444
FPtan ........ ,. ............ 98 94 116 150 176 201 260 412 490

Caslien tr I . .......................... 20,176 20,434 20.750 20908 21.165 21U388 21715 21,733 21U863
Total aeplavd

t
........... , . , . 427 340 350 446 492 450 615 889 993

Pereat of reinered ....................... 168 152 138 132 138 114 123 106 106
UnempiYm t n . ......................... ra2.1 1.7 1.7 2.1 2.3 2.1 2A 4.1 4.5

ADJUSTED FIGURES

a0 -f (-n1dadc .....larfare............... 20,380 20,660 209680 21.210 21U430 21.640 21,980 22,040 22.190
Phm of putliahed fir ................... 101.0 181.1 101.1 101.2 181.3 101.2 101.2 101.4 101.5

Unempioed ra dd) ....................... 530 49 540 590 610 580 650 930 1320

Mal . -.............. ... 246 213 214 233 340 216 253 430 413
P ataof riteral.nd ... ' .' .. 154.1 164.9 146.A 124.2 115A 112.0 100.2 101.6 93.1

Panda ................ 285 380 323 359 370 368 392 497 603
P.em- of rtnaad .................... 232.2 298.0 278A. 23988 210.5 183.3 150.9 120.7 122.8

Uaplayvnnt s . 264......... , 2.61 2.82 2.8 2.7 3.0 4.2 4.6

t
Untl 1971 btasd on terwa detfnitiona; ther-forth. bd on

LO dtfinitiona

99
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Germany

The official unemployment statistics for Germany are
administrative statistics representing the number of persons
registered as unemployed at the offices of the employment
service. Since 1957, the registered unemployed series has
been supplemented by data on unemployment obtained
from a household labor force survey, the Microcensus. The
Microcensus definitions and concepts are similar to US.
labor force survey concepts and the Microcensus is used
as the basis for adapting German unemployment statistics
to U.S. concepts.

Unemnployment

Regrtered unemployed. The German registered unemployed
count is taken on a specified day at the end of each month
and covers those who at some previous time registered us
unemployed and whose job application has not yet been
settled. Persons IS years of age and over without a job or
employed for less than 20 hours per week are counted as
unemployed if they are available for work, not ill, and seek-
ing paid employment of 20 hours per week or more. Regis-
tration is not compulsory, but it is an essential condition
for receiving unemployment benefits. The data on registra-
tions are published monthly by the Federal Labor Office
in Amrliche Narchrichren.

The registration statistics distinguish between un-
employed jobseeken and jobseekers who are not unem-
ployed (table B-8). All jobseekers are referred to as "ar-
beitsuchende." Unemployed jobseeker are designated as
"arbeitslose," the official German unemployment concept.
The difference between th, jobseekers and the unemployed
comprises the "michtarbeitslose arbeitsuchende," that is,
jobseekers who are not unemployed. These are mainly per-
sons who have a job, but are looking for a new job or a sup-
plementary job. Also included in the "tichtarbeitslose
arbeitsuchende" are persons who are not employed and
who are seeking "insignificant" employment of less than
20 houn per week.

In 1976,the total number ofjobseekers was 1,296,000,
of whom 1,060,000 were unemployed and 236,000 were
not unemployed. Of the unemployed, 84 percent were
seeking full-time work ("volkzeitarbeitslose") and the re-
mainder were seeking 20 hours or more, but not full-time
work ("teilzeitarbeitslose"). Statistics are not published on
the number of persons working less than 20 hours per week
who are classified as unemployed.

Beginning with December 1959, persons m the con-
struction industry who receive unemployment insurance
benefits known as "bad weather money" (payable during
the period of November I to March 31) are excluded from
the unemployment count. This makes a substantial differ-
ence in the registered unemployed total since construction
unemployment in Germany i generally very heavy in the
winter months; peak unemployment in January was 3 to 5

Table B-8. Germany: Statistics on the regstered
unemployed, 1959-76

(Thoundo

Total
Year r., of unePonvd Othle

iobsek-n jobr-ker iobr-k-3

19593 659 540 119
1960 395 271 124
1961 302 181 121
1962 272 155 118
1963 303 186 118
1964 282 169 113
1965 252 147 105
1966 277 161 1is
1967 579 459 120
1968 442 323 120
1969 301 179 123
1970 281 149 132
1971 ...... 325 185 140
1972 403 246 156
1973 . 42 273 178
1974 ...... 77 582 196
115 .... 1274 1.074 200
1976 1.296 1.060 236

'The are rhe ofkial Gen unevelo nnsenl veg-. Som.
Perons with negidg eoovitent are inOldad.

Conp=ri lobseeke who hve a lob but .re looking la a
new ,ob or a wppl-meetary Job and person who are not mployed
and who akig work of Iass dran 20 hoon per we k.

DMU for 1959 e onrin the nonannaudrr indusrMy who
r eeie o onsmpl e btervlit known as "bad weather moeyv.'
For 1960 and lste vain, -ch persons auidd fron the
uneoploVed.

SOURCE: Awdkhe Nahroihr - IN-bergbs, Gan-ee Federal
Lebor Offioe.

times the September level in the late 1950's.Separate figures
are available on the number of recipients of "bad weather
money." Persons outside the construction industry who
register to receive short-time benefits have always been ex-
cluded from the registered unemployed count. Separate
figures are also collected on the number of such persons.

The yearly average of registered unemployed is com-
puted by dividing by 12 the sum of one-half the total for
the previous December plus the monthly totals for January
through November of the current year plus one-half the
total for December of the current year. This method is
used because the counts of registered unemployed are
taken at the end of each month.

The German registered unemployed series has certain
limitations as a precise measure of unemployment. Regis-
trants are drawn predominantly from the wage, and salary
labor force. There are indications that certain unemployed
persons, particularly women and teenagers, choose not to
register. Also, unemployed persons who do not want to
work at least 20 hours a week are excluded. They would
be considered as unemployed in the US. and German labor
force surveys. On the other hand, registrations include a
number of part-time workers with negligible employment
(i.e., working less than 20 hours per week) who want more
work. Under U.S. and German labor force survey defini-
tions, such persons would be regarded as employed. The
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fact that the count is made as of a single day instead of a
longer period tends to produce a higher figure than would
a count of persons who have not worked at all during an
entire week. as in the United States. Also, the figures
could include persons who found jobs and started work-
ing after the date on which they initially registered or
renewed their registration.

Microcensus. Since 1957 the monthly count of the regis-
tered unemployed has been supplemented by the Micro.
census, a sample survey of households conducted by the
Federal Statistical Office. The survey, first taken in October
1957, was generally conducted in January, April, July, and
October until 1975. At that time, the quarterly surveys
were discontinued, and only one survey is now conducted
each year, in the last week of April or the Ist week of May,
depending on which week contains no public holiday.

Household samples of 1.0 percent (about 180000
households in 1960 and 230.000 households currently)
were surveyed in October 1957-62 and April or May of the
following years. Surveys for the other three quarters used
a 0.1-percent sample. Summary survey results are published
periodically in the monthly Wirtschaft und Statistik. The
detailed survey results are published in Series 6 of Bevolke-
rung and Kultur.

The reference period for the Microcensus is the week
prior to the survey interviews. There is no specified period
for jobseeking activities related to the definition of unem-
ployment.

The unemployed in the Microcensus are defined as
persons 14 years of age and over who are not at work in the
survey week and who state that they are unemployed or
that they are looking for work. Unemployment status is de-
termined by the answers to two questions. The first asks
'Is this person unemployed?" The term unemployed is de-
fined to include persons who normally have a job but are
temporarily out of work as well as persons coming out of
school and looking for an apprenticeship. Persons who
normally do not have an occupation, such as housewives
and pensioners who were not recently working, are not to
be classified as unemployed under this question.

The second question asks 'Vas this person looking
for work?" An affirmative answer to this question also re-
sults in classification of a person as unemployed if he did
not work in the reference week. This question is designed
to find out how many nomnally inactive persons are seeking
work.

The total number of unemployed persons-"eewerb-
sdose"-consists of those classified as either unemployed in
the first question or as looking for work in the second.
Those enumerated as unemployed in the first question are
classified as unemployed whether or not they state that
they are looking for work in the second question. Thus,
there may be some inactive worksrekers in the Microcensus
unemployment total.

There is also no probing into the unemployed person's
current availability to begin work. Thus a person seeking
work in April but only able to accept it in June is enumer-
ated as unemployed in the April Microcensus. A sudden in-
crease in youth unemployment in April 1968 is partly ex-
plained by the change in the school-leaving date from
March to July that year. The large youth unemployment
recorded in April 1968 includes students who reported
themselves as unemployed but who were looking for work
beginning in July. The 1977 Microcensus (for the labor
force survey of the European Community) asks for the first
time whether persons who claim to be seeking a job awe im-
mediately available for employment. The results from the
1977 Microcensus are not yet available.

There is no question concerming layoffs mn the Micro-
census. German statisticians believe that persons on tempor-
ary layoff are most likely classified as employed in the
Microcensus. They would probably be regarded as "with a
job but not at work." According to German statisticians,
persons waiting to report to a new job at a later date are
probably classified as economically inactive, and tempor-
arily ill jobseekers would be counted as unemployed.

Foreign workers in Germany are included within the
scope of the Microcensus, and unemployment data have
been shown separately for such workers in recent years.
For example, in May 1975, 134,000 unemployed foreign
workers were reported in the Microcensus. This compares
with 167,000 registered unemployed foreign workers in the
same month.

The following differences between the Microcensus
concepts and U.S. unemployment concepts have been
noted: (I) Current availability to begin work is not re-
quired in the German survey, but is required in the U.S.
definition of unemployment; (2) active jobseeking is not
required in the German survey, but in the United States a
person must have engaged in some specific jobseeking
activity within the past 4 weeks;iu (3) persons on layoff
are probably classified as employed in Germany (unless
they state they are looking for work) and as unemployed in
the United States; (4) persons waiting to report to a new
job at a later date are classified as not in the labor force in
Germany and as unemployed in the United States.

Method ofeadiustmtent. No adjustment is made to the Micro-
census unemployment figures to account for the definitional
differences noted above. The data needed for such an ad-
justment are not available since these categories are not
enumerated in the Microcensus. The overall effect of these
differences is believed to be small. The lack of a test of cur-
rent availability and inclusion of some inactive jobseekers
tend to bias the unemployment figures in an upward direc-
tion for comparison with US. concepts; on the other hand,

10Unless awiitmg reus from laynff oru uiting to satt a new job
within 30 dayr In these csus, the peron wouat alga be aulted a
unemployed even though not aetivly reeking wurk.
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Gemay: Enlish trdnslation of labor force survey quelstiors rlating to labor force status

Columns 22-34. To be completed for employed and all other persons:

Column 22. Is ... normally employed in an occasional, or full-time job, or as sn unpaid family worker?

Column 25. Is ... unemployed? If yes, does ... receive unemployment benefits?

Column 32. What is . chief means of lvelihood?
-Employment
-Rent, personal fortune, pension, old-age benefits, relief benefits
-Unemployment insurance or unemployment welfare assistance
-Assistance from parents or husband
-Soldier

Column 33. Was ... seeking work by:
-Applying at labor exchange
-Applying at private employment agencies
-Newspapers
-Personal friends or trade union
-Participating in competitive exam
-Other

Column 34. For jobseekers without a job. If job ended within last 2 years, list the precise date at which
the job ended.

Columns 35-44. To be completed for employed persons:

Columns 35-39. Name of employer, location, industry, occupation, and class of worker.

Column 43. Hours worked in survey week.

Column 44. If . worked less than 42 hours, give reason.
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exdusion of persons on layoff and persons waiting to start
a new job biases the figures in a downward direction. These
two opposite effects tend to cancel cuah other to some ex-
tent. If a bias remains, it is likely to be that the hdirrocensus
unemployment figures are somewhat overstated in compatpi-
son with US. data. This is because the number of persons
on layoff in moet years was probably virtually nil, whereas
the numbers not currently available and not actively seek-
ing work were probably more nunmerous. Figures on the
number of short-time workers indicate that only in 1967
and 1974-76 could the number laid off the entire survey
week have affected the unemployment rate.

It wardercided to discard the 0.1 percent survey results
and utilize only the lpercent (dicrocensus in making the
adjustments to US. concepts. Before 1975, the survey was
conducted quarterly, as mentioned earlier, with a large (I-
percent) sample in the second quarter (usually) and very
Small samples in the other quarters of the year. Data for
the small-sample quarters from 1971 through 1975 have
not been published. The data from the small-sample sur-
veys, even when available, arc of questionable reliability
soncerning measurement of unemployment because Ger-
man unemployment has been so low in most years that
sampling effors are very high. Furthermore, It was neces-
sary to develop a method which would not depend upon
quarterly data in the future, since such data are no longer
collected. Unemployment data from the large and the
arailable smull-sample surveys are shown in table B-9.

Some adjustments in Microcensus data, discussed be-
low, have been made in order to: (1) Convert the survey
data to approximately the same time of the month as the
registration count; (2) exclude 14-yars-olds; and (3) pro-
duce annual averages based on data for only I month of
each year.

I. Adjustmentofsurvey data toendofmonth. Beginning
with 1963, oll large-sample surveys have been con-
ducted in the last full week of April or in eorly
May.'' During 1959-62, however, most of the Sur-
veys were conducted near the beginning ofOctober."'
In order to simplilfy the prorating of adjustment fac-
tors, the reported unemployment figures for 1959-62
were roughly adjusted to end of-month estimates on
the basis of the registered unemployed series (table
B-10).

2. Exchasion of 14-yer-olds. Since compulsory school-
ing is required until age 15 in Germany, 14-year-olds
should be excluded from the unemployed count. Un-
employment data by age er reported in the results
of the I -percent Microcensus each year. The propor-
tion of the unemployed who are 14-year-olds is applied

'In 1965, 1973, and 1976 the urvey was condcted durhSb the
fest wink of May; kn 1975. ddran tbe recond week of May.

"
5

Th. Octokee 1960 .urvy was conducted daring the 1ue work
of the month.

Table B-9. Germany: Unemployment according to the
Microcensus, 1959-76

(Thou-M
_..b., N. _,_

Nomber Numbar
Datine n DNte un-n

ploved ploved

1957: Octobr'. 2431 1966: Ja.nua .. 103
1958: Octoberl 2 342 Apil' ... 49
1908: October' .. 214 July 68
1960: October' .. 152 Octbr .. 68
1961: April. 3 81 1967: Jnuary .. 352

July .. 61 Aprl... 290
Octoberl ... 91 July 212

1962: Jnuy .... 1199 Octobr .. 191
April 3 89 1968: Jaurv .. 352
juy . 3 45 Aprill ... 412
October' 102 July 306

1963: January 3238 Octobetr 232
Ap iP' 86 1969 Jotuery 300
Jdly . 78 April' .... 214
October .. . 3 58 July 210

1904: Januy ... 139 October ... 223
April' 97 1970: Januay 242
July 63 AprDil .'.. 167
October 1 July 62

1965: JVnuary ... 118
My 

.
6. 7 1971: Aprill ... 206

July 72 1972: April .. 208
October 61 1973: My 190

1974: April' 31
1975: May 918
1976: May 944

'Lar. mpl. Ill-prcentl uray. Other entvey. . the b mi-
ir.tme (0.1lrmn-l .ureves.

E6suiu Seer.

Edede Wert Bertin.

SOURCE: Wvnhafr vnd S edtk eila.bd.n Stitinitht
8undeanct), ,Ieous uea.

Table B-0. Germany: Adjustment of Miceocensus unem-
ployment' from early-In-month to end-of-month estimate,
1959-62

(Unemployed In thouaandsl

RatIo of
.ntt f- Untpmoyd

month to convertd
Dae Mioro- eady4n to

reneus month un- edfot.
nepoeyd employed month

October 4-10,1959 ... 214 103 220
October 23-29, 1960... 152 (3i 152
October 1-7,1961 .... 91 1.02 93
October 7113 1962 ... 102 106 10

'Figumr (or these rMne r reported both inctlding and
aucduding Wmt Berin. Th. cunrrhon he. Inelude West Ba-
lIn.

11aeed on resltierd unerrployd. SI--- msterrd unemployed
dae refr to the Ite day of ech month. end.-.month uner-
ploymrnt toaken n the retred unrmploymrnt tiure for the
.ormnt month aed ear4n-month unemployment - tkn a the
wnre of the Krietd unetmpoyment in thie rretm month ad
the preding month. Thue. the rdo for October ceoPuted
. the rdntrnd unePiovyd In OctOber deldd by the more.
of reieaed unemployd in Septmber and October.

'Serny conductod in It week of month.
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to the estimated annual average unemployed each
year. The renulting number is negligible except in
1968, when an estimated 24,OO 14-yearolds were
unemployed.

3. Estibmation of afmnual ergrs. Annua'l average adjust-
ment factors for unemployment were derived by cal.
culating the ratio of Microcensus unemployment
from the I-percent surveys (adjusted to end of month
when necessary) to registered unemployment and
prorating these ratios from year to year. Thus, the
figiures for October 1959 through October 1962 and
April 1963 through the latest available survey date
were prorated to obtain annual averages.

Table B-l I shows the adjustment factors used as well as
adjustment factors resulting from using alternative methods.
The method described above is "Method I" which utilizes
the results of the 1-percent surveys, disregarding the 0.1-
percent surveys. Method 2 incorporates the 0.1-percent sur-
veys as well as the 1-percent surveys,with proratingbetween
surveys. Method 3 also incorporates all surveys, but uses the
average of the four quarters (when available) of the Micro-
census unemployed as an approximation of the annual av-
erage. Method 4 uses only the I-percent surveys and annual-
izes the results based on the ratio of registered unemploy-
ment in the Microcensus month to registered unemployment
for the entire year. These four methods produce unemploy.
ment rates which are quite close to each other, with the
most significant deviations occurring in 1967 and 1970
(table B-12)."

The adjustment factors indicate that the registered un-
employed series normally overcounts unemployment under
survey concepts. In most years, the adjustment factor to
be applied to the registration count is less than 100. Only
in 1960 and 1968-71 was the adjustment factor over 100
(Method 1).

Labor force

Germany makes annual average estimates of the labor
force which represent the sum of the employed under
Microcensus concepts and the registered unemployed. The
1-percent Microcensus employment data were adjusted for
seasonality on the basis of the 0.1-percent surveys, when
available. Since these small-sample surveys are no longer
conducted, the Microcensus employment data are now ad-
justed to annual averages on the basis of statistics on per-
sons employed derived from notifications by employers
to the statutory social insurance scheme and to the Federal
Institute for Employment.

is Although the differences In the adjustment facton oes rather
ioser, the unemployment rates usalv the ultunativ methods did snt
vary much bectua unemptoyment was at such low level in Gcr-
many. Thus, adjustment fort..s of 124.8 tfdethod 1) and 100.9
(ttethod 3) yielded 1968 unemployment moss of 1.6 and 1.3 per
cent, retpectively.

Table 8-11. Germany: Adjustment ration IMierocensus
unemployed as percent of registered unemployed) using
alternative methods

Y.,r Method 1 Mothod 2 Method 3 Method 4

I95, .. . 93.7 89.0 885 93.7
1960 ... 102A 100.8 

6
72.7 107.0

1961, ... 903 70.2 '67.4 82.3
1962' ... 965 72.2 708 9 tOOS
1963' .. 5. 8.3 66.7 71.0 4723
1964 .... 60b5 53.2 82.1 66,3
196b .... 44.6 53.o 52. 44.2
196 .... 44.7 489 44.1 40A
1967 .... 73s 5s 56S9 568.
1968 .... 124.8 12163 1005 124b
1969 .... 137A 149.8 128.8 138.0
1970 .... 135.7 905 96.0 138.3
1971 .... 119.6' 112.3 - 2285
1972 .... 90.2 90.2
1973 .... 823 _ _ 8321974 .... 78.1 - _ 73.7
1975 .... 68.2 9 0s.1
2976 (May) 86.7 9863

'AdJustMnnt retina derved from 1-nment Miaro.anasa and
prorted to obtain annual ars...

'Adluatntnt rtos derIv d from 0.1sarent and IPemant
Mirneensusa and Pnorated to obtoin annual asnases.

'AntraW of quartely Mi-rmnons diided by annual usvtop
rsgistered unmrnployVd.4

Un.rplyovd from tfsproent Mioroeonaus snnu-lized by divId-
ing by ratIo 02 rotgstered unsrployad In Mlronenos mondh to
annual nernsfirentsterod unsrnployed.t

Adlustmants made in Microesnus data tonormee -nd-f-onth
fgour, and to include West b rn.6

Ratio for 1960 and 1961 stimated WMirocensus not-ton
ductad in 11 four quanes).

Employed persons, according to the Microcensus, com-
prise (a) all those, including unpaid funnily workers, who
worked as much as 1 hour during the survey week and (b)
all those who had jobs or businesses at which they had
previously worked, but from which they were temporarily
absent during the survey week becouse of illness or injury,
industrial dispute, vacation or other leave of absence, or
temporary disorganization of work for reasons such as bad
weather or tempornry breakdown. Persons on temporary
layoff and career military personnel are also considered to
be employed.

There are four differences between the US. and German
concepts of the labor force. First, the United States excludes
and Germany includes career military personnel. Second,
the United States excludes and Germany includes unpaid
funnily workers who work less than 15 hours per week.
Third, the registered unemployed rather than the Micro-
census unemployed are included. Finally, Germany in-
cludes 14-year olds in the labor force, whereas the age at
which compulsory schooling ends is 15.

Method of edftstnent. The German annual employment
estimates are adjusted by subtracting career military person-
nel, unpaid family workers who worked less than 15 hours
per week, and persons 14 yeus of age. The number of
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T" BA 12 GUrman E Estimatd annual mrag Mlceocensus unanployed and unemployment ratma
hedr on ien-tiv '

I endloayd (&.xnda.l Wenplevm rm lieret)

Yr Z Rq Sid Estieted Mioea unemrployed Regiastred Eeased Mkl nse, ualosn m nrl
tesnpelived ethod I Metod 2 Mehod 3 Mdd 4 MeVr td I Method 2 Wehod 3 MUthod 4

199 ..... 640 06 481 478 606 2.5 20 1.9 Ie 20
1960 ..... 271 278 273 197 290 1.3 1.1 1.1 .8 1.1
19til 11 163 127 122 149 a A .5 .A A
1962 194 149 111 1l0 164 .7 A A A A5
19e3 I a's 121 124 132 68 A .b . .5 5 .3
1954 ..... 109 102 90 68 112 a A .3 .3 .4
1968 ..... 147 68 95 77 66 .7 .2 .3 .3 .2
1966 ..... 161 72 78 71 65 .7 .3 .3 .3 .2
1967 4..... 339 255 251 2r6 2.1 1.3 ID 10 ID0
1968 ..... 323 403 376 32e 402 1A I5 I5 1.3 IA
199 .... 19 246 28 232 247 A a I D 3 1.0
1970 ..... 149 202 136 143 206 .7 .5 5 A

91 1.... 5 221 213 - 238 A a a - .9
1972.. . 246 2 2 - 222 1.1 A - -
1973 . 273 226 5 - 229 132 A _ _
1974 9..... 682 455 _ 429 2A 1.7 i ' Is
1975 .... 1.074 947 _ _ 968 4.7 3.7 _ _ 38
1976 ..... 060 2919 _ - 915 4A 3A _ _ 35

5ntoW. 6-1I for elneet. nthot. NOTE: Foe edlaunet to U.S. cannon. f.riheer odun-
Myng Mv 1976 fector oly. nenm Ito nalde 14-..old.) 1. eno d o uth dm 6,- 05 (tr

UtSb 8-13).
career military personnel can be obtained from annual ed- the 1963 estimate of wage and salary iners. Beginning
mates of the labor force excluding military personnel re- with 1966. the official unemployment rate has been com-
ported to the Statistical Office of the European Communi- puted by dividing the registered unemployed by the sum
ties. The proportion of unpaid family workers who usually of the registered unemployed and wage and salary employ-
work 15 hours or less was reported in the Microcensus ment based on the Microcensus.
through 1971. Since that time, only the number who ac- For comparison with the United States, estimated un-
tually worked 15 hours or lss in the survey week has been employment based on the Microcensus concepts is divided
reported. Figures on those who usually worked 15 hours or by the annual civilian labor force adjusted to US. concepts
esis are more desirable here in order to discount the seasonal to obtain the estimated unemployment rate for Germany
factor in the Microcensis. Therefore, for 1972 and later (table B-13).
years the reported figures on unpaid family workers work-
ing 15 houn or Lass hve been adjusted to a "usbal status" Guartarly and monthly entimates
figure based on data for 1967-71, which indicate that 45
percent of the reported number of family workers working BLS estimates seasonally adjusted unemployment
15 hours or less usually do so. The number of 14-year-olds rates adjusted to US. concepts for Germany. The method
is obtained from the I-percent Microcensus resalta. instead used is as follows:
of the registered unemployed, the Microcensus unemployed
(adjusted to an annual aveeage as described above) are Unemployment. Data on the number of persons registered
added to the adjusted employed to arrive at the German as unemployed require adjustment to correspond to US.
labor force adjusted to US. concepts. definitions of unemployment. Annual adjustment factors

are derived from the Microcensus and are applied on a pro-
rated basis to the seasonally adjusted monthly number of

Unemploysment rate registered jobless. The Deutche Bundesbank seasonally
adjusts registered unemployment each month, including

Until 1965, the official German unemployment rete data up to and including the most recent month, using
was computed by the Ministry of Labor and Social Welfare the multipricative version of the US. Census Bureau's
by dividing the registered unemployed by the estimated Method 11. X-l1 Variant, seasonal adjustment program.
wage and salary labor force. The Ministry's estimates of The data are published in the Statittische Befiheftr zu den
wage and salary employment were based on notifications Monatsberichten der Deutsche Bundesbank, Reihe 4,
which employers are required to submit to the employment Saisonbereinete Wfrrtshafirzahlen.
exclangas shawing all job hires and terminations. The
Ministry has not made such estimates srice 1963; therefore, Labor force. The Deutsche Bundesbank seasonally ad-
1964 and 1965 unemployment rates were computed using justs Statistisches Bundesamt's quarterly estimates of em-
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ployed wage and salary workers, using the same n.etnod as by dividing the quarterly seasonally adjusted unemployed,
for the registered jobless. To make current quarterly esti- adjusted to U.S. concepts, by the quarterly seasonally
mates of employment adjusted to US. definitions, BLS adjusted labor force, also adjusted to U.S. concepts.
applies the prior year's ratio of employment (adjusted to Monthly rates are calculated by dividing monthly season-
US. concepts) to the quarterly employed wage and salary ally adjusted (adjusted to U.S. definitions) joblessness by
worker figures. BLS then adds the seasonally adjusted the quarterly adjusted labor force. Since estimates of the
quarterly number of unemployed (adjuated to US. con- labor force are only available quarterly, the labor force is
cepts) to arrive at the seasonally adjusted quarterly wage held constant for each of the months which comprise that
and salary labor force. Revisions are made when Stasis- quarter. Additionally, the latest available labor force figure
tisches Bundesamt publishes its current year estimate of is used until a more current estimate is published. At that
the total labor force. time, the affected quarterly and monthly jobless rates are
Unemployment rate. Quarterly jobless rates are computed recalculated.

Table B-13. Germany: Lbor forte det adjastsed to U.S. conespts, 1969-76

INu.nsr in thoussnds)

Ilen

Ensalavnens.
Les Career militsrv p r..nneL.
Less: Unpid familv marker -arking

Iess thn 15 h .ar. .
Lass: 14-yer-ad ........................
Plus: Adjusted Micr..en.us

unemplaved.
Adjusted civilian isb., fs. .

Reandsd.

Rsitssered anemplerld.
Mihrmnensas unsmplia3 d

.

Lass: 14-ve .r ..tis
4 .

Adjusted uaasmplsyd.
Raunded.

Unsmplavmsnt mess tpr easi:
As published

5.

Adjusted.

Emplayment.
Less: C.m-r militry persa.nnel.
Lass: Unpid fannily marker -wrking

le than 1s hcs.
Lass: 14-year-aids

.
.

Plus: Adjusted Miaracenus
un.-mplaysd.

Adjusetd auvilia laba, f .ar..
R-.ndad.

Reistered unesnplayvd.
Micr-eneus uneseplyed3.

Lass: 14Wyear-a.d.
Adjiatd unampl.a.e..

Racaded.

Uaanrplavsent rete (paentl:
As publihed
Adjustd ..............................

1959 I 19O I sAsI 9I 19 2 t9I 1964 I ls - 169 I 1sa
+ - . . ... Z . .ZZ 1 lZ.. I. . Z .

25,797
228

81
143

506
25 851
25290O

940
50

510

26
20

26247
293

99
15B

278
25.995
25990

271
279

279
280

123
1.1

343

84
163

162

291 I026,1
26,1

189

163o
1930

.9

26,690
401

68
160

145
26206
26,210

154
149
4

145
iso

15.7
A9

26,744
425

77
76

121
26,287
26,290

121

121
120

26.7b2

456
45

26,27

169
102

10

lo'A

26887
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26,380
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o
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.7
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3
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91
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339
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2.1
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25,96
477

68

374
25,779
25,760

323
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29
374
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15
4
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65
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8
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2669,E
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.7
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217
26 384
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185
221
4

217
220
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269655
529

57
13

221
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26.280

246
222

221
220

1.1
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26,712
510

22C

273
225

220

220

1.2
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26.21f
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459

26,077
26,013C

4592

454
45t

2.9
'.7

25322
524

52
10

945
25A681
253680

1,074
947
2

945
940

4.7
3.7

25,076
532

52
10

917
25.399
25,400

1 I60
919

2

917
920

4.6
326
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Grati Britain

British unemployment statiicas are the result of col-
lection procedures, concepts, and definitions that differ
substantially from those used in the United States. The
Britbsh data are based on a count of registrants at employ-
ment offices (now called "Jobcenters") or the separate
careers offices for young people. Adjustment to US. con-
cepts is particularly difficult because, unlike all other coun-
troes studied here, Britain did not conduct a regular house-
hold survey until 1971. Adjustments for earlier years are
baed primarily on the results of the April 1961 population
census and the April 1966 "sample census" of Britain, in
which questions were asked similar to those of the US.
labor force survey.

The introduction of the General Household Survey in
1971 fills significant gaps in our knowledge of British labor
force clusracteristic. For Instance, it provides annual average
unemployment rates under definitions quite close to US.
definitions. Figures from the censuses require many adjust-
mena to adapt them to US. concepts and they relate to
only one point in time-a week in April. The Household
Survey also provides the first indication of the number of
people classified as 'looking for work" who were not ac-
tively doing so. Finally, the government has decided not to
hold a mid-decade partial census as in 1966. Therefore, the
yearly figures on population structure from the General
Household Survey will become more and more important
in filling the statistical gap between 1971 and the next
decennial census. The results of the 1971 through 1974
surveys have been published and are analyzed here. When
results of dhe later surveys become available, some re-
visions may have to be made in the adjusted data for 1975
onward.

Prior to the publication of the 1971 General House-
hold Survey, British unemployment rates were adjusted to
US. concepts based upon the 1961 census and 1966 sample
census. For the yean after 1966, adjustments based upon
the 1966 sample census were applied. The use ofadjustment
factors from a year when unemployment was low to adjust
data for years when unemployment was high is subject to a
substantial murgin of error. In view of the results of the
1971 household survey, the previously published adjusted
unemployment rates for the period 1967-72 were signifi-
candy overstated. The 1971 survey indicates that the pro-
portion of unemployed persons who register increases
substantially as unemployment increases. The inverse of
this relationship was confumed in the 1973 survey results:
The proportion of unemployed persons who registered de-
creased as unemployment declined.

Unesmployment

Registered unremployed. The regularly published British un-
employment statistics are based on a count of registrants at
employment offices or youth employment service careers of-

fices as of the second Thursday in the month." Registrants
must be seeking foll-time work and be available to begin
work currently. The count includes claimants to unempby
ment benefits and persons who are not daiming benefits,
but It excludes persons temporarily laid off and severely
disabled people who are unlikely to obtain work other than
under special conditions. Separate figures are compiled for
persons temporarily laid off.

The total registrations count includes unemployed
'school leavers," defined as persons under 18 years of age
who have not entered employment since terminating fufi-
time education. However, adult students were excluded
from the unemployed beginning in March 1976. Adult
students are defined as persons age 18 or over who are
registered for temporary employment during a school va-
cation, at the end of which they intend to continue in fu'd-
time education. Separate figures are still published on the
number of adult students registered.

Until the mid-1970's, very few adult students regis-
tered as unemployed. However, beginning in about 1973,
the British National Union of Students has been publi-
cizing among college students the advantages of register-
ing as unemployed during vacation periods. Although
students are usually not eligible for unemployment bene-
fits, they can claim supplementary benefits of approxi-
mately 7 per week. A record number of 121,00 ndult
students were registered as of January 8, 1976, consti-
tuting 9 percent of all those registering as unemployed
and prompting British officials to examine their statis-
tical treatment of such students. The Department of Em-
ployment subsequently decided to excude adult students
from the unemployed count, with the rationale that, un-
like school leavers, students are not looking for permanent
work but only for a vacation job or a passport to supple-
mentary benefits. A change in administrative regulations
was made for the 1976-77 school year under which the
financial incentive to register during the short vacation
breaks at Christmas and Easer was taken away. During
summer vacations, students will still be eligible for supple-
mentary benefits.

Registration is not compulsory but is required for re-
ceipt of unemployment benefits under the National in ur-
asoe Scheme or, for persons of working age and capable of
work, allowances under the Supplementary Benefits (form-
erly termed "national assistance") programs. Supplementary
benefits are payable to those unemployed persons who do
not qualify for unemployment benefits or whose income,
including unemployment benefits, falls short of their
assessed needs and resources. In addition, employed per-
sons not eligible for benefits may register to take advantage
of the free services. In the past, the unemployment service
made about 20 percent of all adult placements."

t 4
pdio to Octob.e 1975. the nemploysent count was take a

or the Monday set tOe rsiddte or the month.

'Marpo Servires CODDDdlssioD, A-dr Repofl 1974-75 (Ltar
do.. Hes Majesty's Strionery Otnre. 1974), p. 19.
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Persons who register as unemployed receive credits
toward thefr national insurance contributions. These credits
are received even if persons have exhausted their benefits
and, under 1975 legislation, even if they have been disquali-
fied from receiving benefits. These credits provide a further
incentive to register since they count toward a person's eli-
gibility for retirement pension.

The completeness of coverage of the British unem-
ployment statistics is a function of the extent to which per-
sons looking for work register at the employment offices.
Failure to register can occur for several reasons. Some per-
sons looking for work sod eligible for benefits may decide
not to register immediately in order to avert the possibility
of having to accept an undesirable job,if offered,on penalty
of being disqualified from benefits.

Persons who are out of work and sick will be registered
as such and not as unemployed. They are not entitled to
register as unemployed and claim benefits since they cannot
satisfy the condition of being available for work. Persons
registered as unemployed who fall sick are transferred to
the sickness register maintained by the Department of Health
and Social Security. However, some persons may register as
nonclaimants to benefits when they are nearly recovered
from their illness in order to find a job quickly.

Persons also may not register because they are in-
eligible to receive unemployment benefits. Such persons
include: (I) Married women asd workers over retirement
age (65 for men; 60 for women) who may accept the op-
tion of not joining the National Insurance System;r" (2)
teenagers seeking their first job sod other new entrants
sod reentrants to the labor forcer (persons must have at
least 26 weeks of employment covered by the unemploy-
ment insurance system before they are eligible for bene-
fits); (3) persons who have voluntarily quit their previous
job or who were discharged for cause (such persons are in-
eligible for benefits for a maximum of 6 weeks); and (4)
previously self-employed persons and unpaid family workers.
Of course, some members of the above groups may register
in order to obtain supplementary benefits, credits toward
national insurance contributions, or help in finding a job.
Married women are rarely eligible for supplementary bene-
fits, but members of the other groups listed above may be
eligible.

55
A.ooedinn to . repone in the Britishpupblition Labe, Re.

acvh, 75 peecent of aeitish reame women "opt out" of the
National t.ssIn. e Scheme. (Se "Unemployment Stilt Rindiw"
Lobonv Resacerh, October 1970, p. 155). This presents u is-
e-ease frem 60 percent estimated by the Department of Employ-
meat in 1960.

5 7
Young persons undoa 18eekng their vt employment who

resistor foe job ploerment with the youth employment -vrice
roee s o.eire a -inendedf in the sritih gestered unemployment

ount. However, there i no compulsion to register sd. m 1971,
only about 15,000 school races who had as yet beeo in inmred
employment were meladed is the soutih registered unemployed
total. By 1975, this frumre had isen to 45,000 as taboe market con,
ditmn7 worsened consideably.

It should be noted that, under the Social Security Act
of 1975, women who marry after Apri1 6, 1977, will no
longer have the option of not joining the National Inur-
ance System. The Department of Employment expects that
removal of this option will result in a large increase in fernale
unemployment registrations. Preliminary forecasts suggest
that about 580000 women will have lost the opportunity
to "opt out" of the system by April 1978 and that this
number will increase to about 2.2 million by 1988.

In two respects, British registered unemployment
data are more inclusive tham US. unemployment statistics.
First, the British data include those out of work on the day
of the count who worked during the rest of the week. Such
persons would be counted as employed in the United States.
Second, workers may continue to register as unemployed
even though they have really given up hope of finding
work. Such persons would be considered as discouraged
workers in the US. labor force survey, and hence, would be
enumerated as not in the labor force. In most other respects,
however, British unemployment ststistics are less compre-
hensive than those obtained from the US. labor force sur-
vey. The extent of undircount car be estimated by analy-
sis of statistics from population censuses and the General
Household Surveys.

Census startistis. Unemployment statistics, differing in con-
cepts from the registered unemployed series, are available
from the decennial population census of Great Britain. The
most recent censuses were conducted in April 1961 asd
April 1971. Results of the 1971 population census are not
analyzed here, however, because of the availability of the
General Household Survey (GHS) for that year. Definitions
used in the GHS are more closely comparable with U.S.
concepts than the census statistics.

In addition, British statistical authorities conducted
what they termed a "sample census" in April 1966, which
also yielded detailed statistics on unemployment. Data were
not collected in exactly the same way in 1961 and 1966,
however, sod certain adjustments must be made to put the
two sources on sn equivalent basis.

Although the population censuses are the major source
for evaluating the British unemployment figures for the
1960's, they have important limitations. A major limitation
of the decennial censuses is that persons reported as unem-
ployed were not asked whether they were registered at the
employment office. In the 1966 sample census and tht
General Household Surveys, this question was asked. In ad-
dition, the decennial censuses and the 1966 sample census
are self-enumerations-ie., the respondent fills in the forms
himself. The Household Survey utilizes experienced inter-
viewers, trained to interpret the questions carefully. Also,
the more probing questions asked in the Household Survey
allow for more precise counts of the unemployed. Finally,
the Household Survey relates to the full year whereas the
censuses relate to only I week in April.

In the 1966 sample census, persons were classified as
"out of employment" if they were: (I) Registered as unem-
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ployed; (2) not registered but otherwise looking for work;
(3) unable to seek work because of temponruy sickness or
Injury; or (4) had found a job and were waiting to star
work at a future date.

In the 1961 cenaus, the definition of "out of employ-
ment" simply stated "Economically active persons out of
employment during the whole of the week before the
census, or ceasing to be employed during that week
but expecting to work again." Also included were persons
who wne unable to seek work because of sickness or in-
jury In both the 1961 and 1966 censuses, persons s school
(including university) were classified u economically in-
active even if they were seeking work or did paid work dut-
ing holidays, weekends, or other free time.

The 1961 rensus provided data on the number of per-
sons "out of employment" according to two categories:
sdck and ad other. In 1966, additional detail wu obtained
as to whether persons "out of employment" were registered
at employment or careen offices. In 1961, only data with
reference to the week preceding census day, April 23, were
collected. Registered unemployed counts were token on
April 10 and May 15, 1961; therefore, there is no direct
correspondence between registation and census dates for
1961. The 1966 census provided infonmation as of the cen-
sus day as well as the census week. The Monday of census
week in 1966, April 18, corresponded to the date of the
registered unemployed count for April.

Data from these censuses indicate that the registra-
don statistics undercount unemployment in Great Britain
to a large extent. The concept "out of employment" used
in the British censuses is fairly dose in definition to the
U.S. concept of "unemployed." However, there ate some
important differences between the British census and US.
survey definitions which shound be accounted for before
any conclusions are drawn.

A post-enumeration survey of the 1961 census in-
dicated that the number of married women who reported
themselves as economically active needed to be increased
by 5 percent; for single, widowed, and divorced women, the
corresponding fisure was I percent. Furthermore, the Min
istry of Labor (now Department of Employment) stated
that these may well be underestimates of the census under-
count."S The 1966 sample census involved as underenum-
eration of 1.5 percent for all categories of persons.'"

In the 1961 census, anyone who had a job but be-
came unemployed during the census week was counted as
"out of employment." The 1966 census data, as of census
day, also include as "out of employment" persons who
worked later in the week, but, in addition, the data provide
information on the number of pemons out of work the

55
Mbrfryof obsr Garte. Novenebe 1960, p. 479.

U-evptoyoavr Sttistis: Rept of m Ian .Deprflep ntal
Wekowni Pary (London. He Maisey's Sutarnery Offre-, November
1972), p. 33.

entire week. Perosnis who do any work at all during the
smurey week are cluffied as employed bi the United States.

Some persons who were enumernted as "out of em-
ployment, zick" in the censses would probably not be
counted as unemployed under US. definitions. This may
have resulted from misinterpretation of the census qres-
tdonnafre by persons permanently disabled or suffering
illnesses of more than a temporary nature.

5
Also, pens

collecting sickness or Injury benefits would be likebl to
cldasfy themselves as "out of employment, sick" even If
they were not Interested In obtaining a job when able to
work again.

Persons on temporary layoff were classified a
employed in the censuws. They would be counted as
unemployed in US. statistics.

In the United States, a person must have taken active
ateps to find work in the post 4 weeks to be cldasaied as un-
employed (unless on layoff or waiting to sasrt a new job).
Neither the 1961 nor the 1966 census provided information
on whether persons who sold they were seeking work
had actually taken steps to find work. Some Information
on this point was obtained from the household surveys.

Method of adurstment based on census statistics. Coeffi-
dents of adjunument were derived from the 1961 snd 1966
census results and applied to the regularly published British
statistics on the registered unemployed. Adjustment factors
for 1962 through 1965 were interpolated from the 1961
results. Factors for 1959 and 1960 were assumed to be
the same as for 1961. Because the degree of undercount
varies considersbly by age and sex, four separate adjust-
ment factors were derived-for adult men, adult women,
teenage boys, and teenage girls. Teenagers ate defined as
persons 15 to 19 years of age.

Derivation of adjustment factors from the 1961 and
1966 censuses required several modifications in the pub-
lished census results in order to account for the differences
noted above between the British censuses and the US.
labor force survey (tables B-14 and B-15). Four adjustments
were made:

1. Increasing the sumber of unemployed adaur etromen
in the 1961 census to account for those improperly enum-
erated as economically inactive. Based on the post-enumera-
tion survey of the 1961 census, economically active married
women should be increased by 195,000 and economically
active single, widowed, and divorced women by 39,000.
These uncounted women were persons who regarded their
principal occupation as that of housewife or home duties
and failed to enumerate themselves as employed, even
though they were working at a part-time job, or as unem-
ployed, even though they were looking for work.

2
0
A foio.-sp srecy o thre 1966 eeanple -en3 rapports tis

edcusion. See Offeoe of Population Cmsue sand Surveys, Sodad
Survey Diviesn, A Quality uchk -o the 1966 10 PFereet Ssmptc
Cauus of Eg-d and Wales (tondon. Her sinsty's Siaontey
Offire, 1972), p. ii.
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It is a safe assumption that a high proportion of these
omitted women were unemployed at the time of the census.
In the absence of any information on this point, for this
study it was arbitrarily assumed that 75 percent of the
undercount represents part-time workers and 25 percent
represents unemployed workers. This yields an upward ad-
justment of 59,000 to the adult women "out of employ-
ment" in the 1961 census. No similar adjustment was needed
for the 1966 census results, since underenumeration was
apparently proportionally the same for all groups (15 per-
cent). A 1 5-percent increase in all categories, then, would
not change the ultimate adjustment factors.

2. Excluding persons classified as unemployed who
worked at any time during census week. The 1966 census
indicated that 4 to 7 percent of those reported as "out of
employment" on census day actually did some work during
the week (proportions varied by the four age/sex categories
for which adjustments were determined and also by
whether persons were registered or not registered as unem-
ployed). No data were collected on the number of persons
classified as "out of employment" who worked during the
census week in 1961; therefore, the 1966 proportions were
assumed applicable to the 1961 data for adjustment pur-
poses.

3. Adjusting downward the number of persons re-
ported as "out of employment, sick. " A very large number
of persons were enumerated as "out of employment, sick"
inboth the 1961 and 1966 censuses. In 1966,31 percent of
the total number of persons "out of employment" on cen-
sus day were listed assick, down from 44 percent in 1961.

According to the 1966 census, only 10 percent of all
persons registered as unemployed were also reported as sick;
however, 45 percent of the unregistered persons "out of
employment" were reported as sick. The 1961 census pro-
vided no data according to whether a person "out of em-
ployment" was registered or not registered.

It is assumed that the registered unemployed who
were also sick in the 1966 census would be classified as un-
employed under US. defi'itions (given above adjustment
for those who worked sometime during the week). How-
ever, the unregistered unemployed who were sick probably
included a substantial number of persons who would not be
counted as unemployed in the United States. In order to
arrive at a reasonable estimate, it was assumed that the pro-
portion of persons registered as unemployed and also suck
is the same as the proportion of unregistered persons who
were sick.

Using this method of estimation, only 24,400 of the
185,100 unregistered, sick (adjusted to exclude those who
worked during the week) in 1966 are assumed to be un-
employed by US. definitions. In light of the results of the
1971 Household Surrey, this appears to be a reasonable
estimate. Again, 1966 relationships had to be assumed for
1961.

4. Subtracting persons nor acrirely seeking work.
The censuses do not provide amy information on this point.
However, the 1971 General Household Surrey indicates
that 22 3 percent of the number of persons seeking work
but not registered as such had not actually taken any steps
to find work in the surrey week. No details were given by
age or sex. Allowing for the possibility that some may have
sought work in the previous 4 weeks, this percentage was
scaled down to 15 percent for adjustment purposes. Thus,
15 percent of the "not registered, other" category-adjusted
to exclude persons waiting to start a new job-was sub-
tracted for each age/sex group.

No adjustment is included above for persons on
temporary layoff. Since figures are available each year on
which to base an estimate of the number of such persons,
an adjustment is made on table B-18 rather than on tables
B-14 through -16 to include them in the unemployed count.
There is also no adjustment made to account for the fact
that all full-time students are classified as economically in-
active in the censuses. There is no information available as
to the degree to which such persons register as unemployed.
The Department of Employment began to separately iden-
tify registered unemployed adult (age 18 and over) students
in July 1971 and has made annual estimates back to 1967.
Further information on adult students appears in the sec-
tion on the General Household Surrey.

In summary, the numbers of registered and unregis-
tered unemployed persons in the 1961 and 1966 cen-
hses were adjusted to exclude those who did some work
during the census week; further adjustments were made
to the unregistered unemployed to exclude persons who
were not actually seeking work. These adjustments de-
flate considerably the number of persons reported as un-
employed for comparability with U.S. concepts. For ex-
ample, 61 percent of the persons reported as "out of
employment" in the 1961 census and 70 percent in the
1966 census are considered to be unemployed umder
U.S. concepts.

The adjusted unemployed totals were compared with
the registered unemployed count for each of the four age/
sex groups. The census day registration count was available
from the results of the 1966 census; in the 1961 census,
however, such data were not collected. For 1961, the ad-
justment factors were calculated based on interpolations
of registered unemployed data made by the Deparnment
of Employment. The resultant adjustment factors to be
applied to the regularly published unemployment statistics
were as follows:

1961 1966

Adals en...........22 38
Adult ..unn9 93 182
T..nago .. ...... 123 65
Teenage .a.. ..... 152 . 101

The method of applying these factors is described later in
the section titled "Combining the census and survey analy-
ses."
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These figures indicate that the propensity for uaem- Another element in the explanation is the Redundancy
ployed adults to register declined between 1961 and 1966, Paymnmts Act of 1965 which Pave workers the right to
whereas the teenage propensity to register increased. These claim severance pay from their employers based on age and
changes in the propensity to register were unrelated to cy- ih Yooth Employmet Svie w reviewd by a Working
clical factors since recorded unemployment was I A percent Pasny of the National Youoh Epltoyarnat Counil which puboihhed
in both 1961 and 1966. The increased propensity to register its r t in Derember 1965. The roPoer maode a nhber of roon-
on the port of teenagers is probably related to a more active dasedtians for Irmprovin the woek of the saske: (I) Youth em
effort by the Youth Employment Service. During the early ploymient offlees thourd eriablish eaier contict with young people
1960's much criticism was leveled at the service, perhp d it cweool tnh twice o teir p rest; (2) itn thoer beptory alagtdisrlp bet.ven the -tsce .di thle schools in the prp-tory sta~te
sparring it to greater efforts to register young people." of ceaer gsrteno; (3) the tafliSnsg of the rerwie shotrld provide

A partial explanation for the large increase in under- foe ato qreeliaLedation in dealing with the Ieda of paticutar
registration or decline in the propensity to register of adults protp. of young people; nd (4) the ewrice shoutd pepsimfet with
may have been the growing number of worker receivig mnore Intendv methods of followina op the proposes, of young

kesrciig People at work. Actian -a takes to promo~te the further
payments in lieu of notice of dismissl. Such persona are devopasert of the sreir along the linen reammendd in the
ineligible to draw unemployment benefits simultaneously repons.
and, hence, would probably delay registration. Notice of 2fThis law inrpoees upon employers the obligation of givios, a
dismissal (with length of notice based on length of service) onfimoum peiod of notice to s.' employre continuously omployed
became compulsory under the "Controcts of Employment for over 26 weeks, aS foltow: I weok' untice fos those ritb up to 2
Act" of 1963.1' Yeas' rewir; 2 works fol 2-5 years' rrvie; and 4 welks foa rervce

of ) years or mom.

Table B-14. Great Britan: Der vation of adiustment faetors from the 1961 esenus
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1961 osiest Thia prens en adjunment for the undree- to the 1971 GOerel Hooseahld Snsy, 63 PeMens of mWis nd 39
ian of conomeielty tie wormen. Pernt S'f fieee Iin the "not rnisred, other strgry mer0

f8n kdwn of regisred tioempluod Into "sik" and "nIthse' wting to strt notw jobn)
esnirentd by wing 1966 prprnei .
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Table B-t5. Great Britain: Derivation of adjuntment factors from the 1966 cnemus

(Number In thousands)
Adults Teenagers

Item Total M FmFen ubMat Fentels Male F-enel

Reginsretd unemployed on Monday of censs week
0 29 6

?
3 19 4 .2 5 7.3

2B
S

2 
18 .6

Cot of etnolymnnt
3 .

731.2 3935 238B 605 48.5
Registered .296.3 194.2 57.3 26.2 18.6

Sick. 28.0 18.7 6.5 1.1 1.7
Other .2683 1755 50B 25.1 165

Nut regItered .4345 1934 181.3 24.3 292
Slck. 18.6 110.1 69.5 4.1 8e.
Other .236.3 83.3 1115 20.2 21.0

Percet unemPloyed on consu Mondry
who did not work in censs week_
Registsred ........ ..... - 90.0 93.9 93.9 92.6
Not roeglertd .- 93.2 93.2 93.4 94.3

Census unemployed adiuntd to noctude
thoss who worked in censs weak:

4

RGt ..erd. 26212 186A 635 24.7 17.3
Not registered. 40.6 1865 169.0 22.7 28.1

Sick.............. 165.1 196.2 6458 3.8 6.3
Other .220.5 775 104.2 18.9 19B

Unemployment edJuted to U.S. conceps
Rgi.etered. 22.2 186A4 535 24.7 17.3
Not reginered .244.9 8695 117. 19.7 2315

Sick
1 .

........... .. 24A 6.3 13.3 58 2.0
Other .220. 77.6 104.2 18B 19B

1p: Pernons not sotively seeking work 
.

16.7 4.3 9.5 1.1 15
Total edjused unemployed.n 510A 2B80 1615 43.3 37.3

Percent of registered .173 138 282 165 201
Adjusment fctor .73 32 182 65 101

15- to 198Yeor-olds. Ettimated -s 15 prcent of the "not registered other" cu'tgory
2 Oata on regitrations mew colleted in the 1966 cens. edjoted to encluda Penton waiting to star a new iob (According
3Ap oding to natus of prsons on Monday of cens week to the 1971 General Heunahold SurnY. 63 percnt of maIm end 39
sEtimoted by applying beove proponiorn of persons who did percent of females in the "not regineed, other" category were

not work in ceras rak to figures ee of censu Monday. witing to snt a.new lob.)
5Clcubated by muoing that ratio of "not glstnerd, skk" to

"not regitered, other" is the came e nctio of "ra.gered, ick" to
",agierad, other."

Table 8-16. Great Britain: Derivation of adjustment factors from the 1971 General Household Survey (GHS)

Total Adultr Teenage.
t

Male Ftemrrt Moe | ems e Male Fewale

GHS drta Infltwed to univene
lev1l:

2

T oot..... ........ 5682000 357000 493,000 2656000 89,000 72,000
Lonking for work.. ... 44600 224/20 - -

Register. 412000 104OO _ _ _
Not registeed.. 34000 120A.lt - _ _

Persons in "Inking for work"
caegry not ectiutly -nking

work .
t
.............. 56000 1800 4D000 14/000 1000 4/000

Adjuste unemployed
4

...... 577/000 339/000 489.000 271/000 68,000 68,000
Rtgisted untmploydt .....d 640/00 119/000 562/000 83100 78,000 326P0

Adjusted unemployed e pewent
of registered unemploved. 90 25 87 327 113 189

Adjustnment ft. . . . -10 185 -13 227 13 69

15. to 19yesraolde. In the GHS, data ere not shown sePrtatly oro untwployment In the following elaintnship: U + IE + U) -R
for the g group 15-19. Figures r shown for 1I- to 17-Vysrroida (where U - unemployment; R -unmplotyment tate; E - mploy
end 18- to 24-'yarolda. The numhr of 18- to 19Vyesr-oidr in the mmdt).
18-24 age group -m esti-atad hsed on the nmnlts of the 1971 pup' Estimaed *s lb parcnt of penons iooking for work, hot not
ueolon census. gised. 8roken down into edult and ttenag components ecord

ULnn unmployment enimean were not publIshed in the ing to earn proporrlonr e tored unemployment.
GHS. The figurn shown were dinloed by estimating ..s. end IJ 

4
Total unemployment Im perons not etivfyV seking work.

m.In clolilen mployment troen other toun end utilloing the 'A. prtd by Department of Employment.
male and fewmle unmpIoment rant reported In the GHS to solve

113



157

length of service. At the maximum, the redundancy pay-
meats can provide 30 weeks' pay. Where redundancy pay-
ments are made, the ititial effect is that the newly unem-
ployed person will not be forced to register at the employ-
ment office because of an immediate need for money. Such
a person can take the time to look for suitable work and
not be obliged to be available at all times to answer the em-
ployment office's summons when a vacancy occurs.

The General Household Stuvey. A new type of survey, the
General Household Survey, was conducted in Great Britain
for the first time in 1971. It is a continuous multipurpose
sample survey covering a total of about 12,000 private
(noninatitutional) households containing about 35,000
people over the year. Although conducted monthly, the
survey is designed so that the minimum penod over which
it is representative of Great Britain is a quarter-year; suc-
cessive quarters are added together to provide annual figures.
Results of the first year's interviews were published in
1973; the 1972 through 1974 surveys were published in
1975 through: 977.1

3
'

The survey collects information about employment,
unemployment, housing, education, health, mobility, and
household makeup in such a way that each subject can be
related to the others. It provides much information on
social structure and trends.

A comparison between midyear estimates based on
the 1971 census and GHS annual results indicates that the
GHS gives a good representation of the population in private
households. However, young people aged 15 to 24 may be
underrepresented to some degree in the GHS; married
women are probably slightly overrepresented.

The first two surveys covered the population 15 years
of age and over. In 1973, when the school-leaving age was
raised to 16, the survey also began to cover 16-year-olds
and over. The Armed Forces are not excluded from the
labor force by definition; they would be included if they
reside in private households. However, most military per-
sonnel reside in military establishments which are not cov-
ered by the sample.

Employed persons, by GHS definition, are persons
who had a job for pay or profit in the reference week, even
if it wan only for a few hours. Casual or seasonal workers
are counted us employed only if they were working during
the specified week. Persons absent from work because of
holiday, strike, illness, or temporary layoff are regarded as
employed. Unpaid family workers were classified as eco-
nomically inactive in the 1971 through 1975 surveys. Be-
gimning in 1976, wives working 15 hours or more in their
husbands' businesses have been treated u employed whether

230fTre of Papatalon Censue and Sanveys, Social Suvy DI-
vision, The G-seol Household Suny: rannduorory Report (tan-
don, Her Majesty's Statioyrey Oflm, 1973); The GeeaJ Houe-
hMi Sueeey 1972 (Loaudn, HMSO, t975); The .e-eWrl Huaao-
horld Surey 1973 (London, HMSO, 1976); and The Ge-al Haue-
halIdSuavey 1974 (Lond.., HMSO, 1977).

they were paid or not. Since the great majority of family
workers are pald in Great Britain, this change will have a
very small effect.

Full-time students who worked part time were counted
us employed in the 1971 survey, unlike the practice in the
censuses where full-time students are regarded as economi-
cally inactive. In 1972 and subsequent household surveys,
however, working full-time students were placed in the
economically inactive category. In 1972, data both indud-
ing and excluding the working students were published.
These data indicate that the annual average number of
working students is so small that their exclusion does not
affect the unemployment rate.

Persons taking courses in government training centers
are normally classified us economically inactive in the GHS
since the stipend they receive is not considered a wage pay-
ment. However, if an employer pays an employee to attend
a course at a government training center, the person would
be classified us employed.

Unemployed persons, by GHS definitions, consist
of those who, in the reference week, were looking for work,
would have looked for work if they had not been temporar-
ily sick, or were waiting to take up a job they had already
obtained. Because the Household Survey is conducted by
experienced interviewers rather than by selfenumeration
(as the census), the category of persons who would have
been looking for work but for temporary illness is more
precisely determined. Interviewers are given a definition of
"temporary" for this question in the Household Survey-
i.e., an illness lasting 28 days or less. No such definition
appeared in the census questionnaires or instructions.

As noted earlier, persons on temporary layoff are re-
garded as employed rather than unemployed. Full-time
students who were looking for work would be counted as
unemployed in 1971 and not in the labor force in 1972 and
following years. The number of students looking for work
was apparently almost nil us 1972. It should be noted that
students in boarding schools are not surveyed in the GHS,
which relates to private households only. Thus, students
are most likely underrepresented in the GHS.

Persons who said they were looking for work in the
GHS were asked, additionally, what steps they took to find
work in the survey week. In 1971, this question elicited the
fact that 22.3 percent of the people looking for work but
not registered us unemployed did nothing more than look
at job vacancies in the newspapers or simply wait for
"something to turn up."

In 1971, the GHS did not divide those waiting to take
up jobs and those temporarily sick by whether or not they
were registered. Data on the unregistered unemployed were
restricted to persons who said they were looking for work
in the sunrvey week. In the 1972 and 1973 surveys, questions
on registration as unemployed were asked of persons look-
ing for work and persons waiting to start a new job. In
1974 and following surveys, all categories of unemployed
persons were asked whether they were registered an unem-
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British General Household Survey Quetuonnaire (Excerpt)

GENERAL HOUSEHOLD SURVEY SS 457/3B
IN CONFIDENCE INDIVIDUAL SCHEllLE

DAY IMONTH YEARi

Date of Interview O r= l I IRS.|SE.|HD

Timne Individual Schedule started .......

TO ALL EMPLOYMENT (DDE

1. Were you working for pay or profit
at any tioe last week - that is the Yes.I GO TO Q.2
7 days ending last Sunday? No----1X ASK (a)

IF NO
(a) Even though you weren't

working did you have a
job which you were away Yes.. GO TO Q.2
from last week? No - r ASK (1)

IF NO
(1) Last week were you

PROMPT AND waiting to take up a job which you had
RING FIRST already obtained? .3
THAT out of employment but looking for work? .. 4 GO TO Q.2
APPLIES or would you have looked for work but for

temporary sickness or injury' . S

NONE OF THESE . ......... 6 GO TO Q.23
ON PAGE 9

IF CODED 1 OR 3-5 AT Q.1

2. Do you consider yourself to be a part-time Part-tine ..... I
worker or a full-time worker? Full-time . 2

3. Do you consider yourself to be a seasonal
worker - that is, someone who reckons to Yes ........... I
work part of the year onlry? No ............ 2

MAIN 1OB LAST WEEK (MOST RECENT IF (ODDE 3. 4 OR S AT 9.1)

NEVER WORKED, RING X

4. Occupation .....................................

................................................ USE

................................................ ......................

industry ....................................... II

................................................ ...................... I

employee .
self-employed. 2

IF MANAGER, SUPERINTENDENT OR SELF-EMPLOYED

IF NOT MANAGER EMC, DNA .... ........... I

(a) Number of employees in 25 or more .... ........ I
the establishment 1-24 .... .............. 2

Nil .... ............... 0

115

NOW REFER RACK TO Q.1
If coded I go to Q.5 on page 2
If coded 3 go to Q.17 on page 7
If coded 4 go to Q.16 on page 7
If coded 5 go to Q.19 on page 8
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British General Household Suryey Guestionnaire (Excerpt)
CODE

TO 7HOSE WIbKINCE LAST WEEK (CODED I AT Q.t)

5. LosEt wok did you h.e- any other job or business
to addition to the ooo you have j.ot told re bout? Ye. I ASK Cs)

IF YES No 2 ASK Q.6

(a) Oteopatio. o... USE

............................................. ..............I
Sodustry .1

.............................................
e:ploye .I
oelf-employd .2

6. Hov uy hours a Week do you usually vork (lo your outs job)
cloding most bhr..s ood overtime?7 .

7. Were you ova, fro- ork h t a11 oast oehk
for r.usoos other tha bh.io..s.?

Y.. I ASK (a)
No. 2 SEe Q.8

SF YES

(a) Why were you say from work?

Own Cllmes. or reident .I ASK (b)

Holidoay .2

Strike ot owo plate of work. 3

Short-tioo/lsy off. 4 ASK (r)&

Begae or lost Job in eek. 5 (d)
Other (SPECIFY). 6

.......................................

(k) Worm you paid. or vill you be paid. any
Notiouxi Ioorurnce Siknoem S.nefit
for lost week?

Yo. I ASK (bl)
No. . 2 ASK Ei)&

(I) Did thia iselude or were you
.1.0 paid soy suppleoentsry
sllowante?

ALiTENATIVE WORDING WHERE APPROPRIATE Na. ASK (dl4 Nes.. I2 S (dli
Will this include or vill you also be
psid ny *uppl-=ent-ry ollovanee?

(n) When did this period sway fro work

.tsrt? DATE.

(d) When did it fioish? DATE SEE n.8

IF DID NOT FINISH DURING LAST WEEK, ItNG I
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British General Household Survey Questionnaire (Excerpt)

CODE

TO EMPLOTEES ONLY IF SELF-EMPLOYED, DNA .I C............... X CO TO
Q.10

8. Do.. your employer pay you anything
vh.n you ure off nick?

No. 2

9. Do you rpert to r ecive a p .n.io
fro your employer whn. you retire?

Ten .............. NNOW ASK

DK 3 [.50

TO ALL ENPWYEES AND SELF-EWpWYED

10. Have you retained any p..ni.. right.
fro a pr-vioun job which you are
either drawing now or will be *ble
to draw in the future?

No.2

11. Nave you eben ith yonr pr eent
employnr/eelf-erployed (in your
ain job)

RIIRNING for I... thou 6 month.? .I I ASK In)-
pROMPT for 6 _othn but Sen. than 12 month.? 2 2 (W)

for 12 outh. or orn? ..................... 3 CQ TO
Q.12

(a) ow m.y h-ang. of employer have
yea mde In the lent 12 moutha? . .

IF MD PREVIOUS EMPWYNENT IN LAST 12 ONTHDS, ENTER "O

(h) How long had you bern aetively looking
for vork before you fond your prenent

Day. .......................................

Week$ ......................................

Month..
(STAT! CALENDAR. 6 WtEeNY ETC.)

(o) How did you first hear *bout your prea.nt job -
wa, It through

an eployment rochange? .................... I

RUNNIN private e ployent agency?. 2

PROMPT an adv-rtiem nt?. 3
Bur C aDE relati"e or friend? ...................... A

ONE direct application to n eplsoyer?. 5
ONLY or In e- other qy? (SPECIFY) .6

............................................

............................................
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British General Household Survey Questionnaire (Excerpt)

TO TdOSE WORKING LAST WEEK (CODED I AT Q.l)

bAND INFORIfWIT CARD A.

12. Which of the sLate-ents oo this
card rose nearest. en the ehole
to what you think abhut your
preseot (main) job?

Very satisfied.

Fairly satisfied.

Neither "t"sried nor

dissatisfied.

lather dissatisfied

Very dissatisfied.

(a) Is there ny re aon why you
.re not ronyletely .atisfied
with your jobh

(b) Why are you dissatisfied?

13. Ar. you seriously thinking of changing
or levin.g your job?

IF TES

(a) (MNy I check) why is this?

Yes .......
No.

For reasons .Iredy giee at 12(a) or (b)
For other reasons.

(SPECIFY BELOW)

14. bow long does it usually take
You to et from bh to tork? sr .. s. H.

Work at hes..

No usuaI plact of work.

118

CODE

32

5A

XY

1X

S

ASK Q. Il

ASK (0)

ASK (h)

ASK (a)
ASK Q 14

NOW CO TO
TRAVEL
PACE 8
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British General Household Survey Questionnaire (Exerpt)
CODP

TO ThOSE LOOKING FOR WORE LAST WEEK (CODED 4 AT Q.1)

15. when Iookiog for wrk last work

were you registered with an eployment echoangre I ASK QI16
INDIVIDUAL were yo- registered with a private e ploye-t agency? 2
PROMPT. did you do-rtice or reply to dverti-en en . 1. 3
CODE ALL did you make a direct pproach to a pro.peAKive
ThAT emplnyo? 4 ASK Q? 1
APPLY were you awiting the result. of application.. 5

or did you do *omething Iee to find wrk? (SPECIFY) 6

' ......................................................
......................................................

10 THOSE REGISTERED WITH AN EMPLOYMENT EXCHANGE (CODED I AT Q.15)
OR WAITING TO START A NEW JOB (LODED 3 AT Q.l)

16. Did you drew, or will you draw, r T. .
une ployment benefit for lest week? Nn.

(a) Did this inlude, or were you also
paid any apple-entary allownce?

ALTERNATIVE WORDING WOREN APPLICANLE No

Will thi. Include or will yon lno be
paid any ..pplemontary allowance?

TO TIOSD WAITING TO START A NEW JOB. LOOKING POR WORK. OR WOULD hAVE
LOOKED FOR WORK BUT PFO TEMPORARY SICKNESS (CODED 1-5 AT Q.1)

17. when did you last work?

Le.. than a week ago .
Doe Week but loa thao I montb.
One onth but ieee than 3 mnth ..
Three onths but le. than 6 -nth..

sin onth. but Ie.. than I year.
On year or gore a...

NEVER WORKED BEFORE.

I. Nave you retained any pansion rights
from a pre-ous job whiok you are
either drwing now or mill ak*nbl Te..
to draw in the fattr? N .o.

19. Why did you *top work?

2 ASK Q. IyI ASK (7)

2 ASK Q. 17

5 {ASK Q 18
S
6

0 COT
TRAVEL
PACE 8

2

HOW CO TO
TRAVEL
PACE 8
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ployed, so that these surveys indicate overall proportions
for registration and non-registration.

Results of the 1971 GHS indicate that between one-
fifth and one-quarter of all those who described themselves
as looking for work were not registered with the Department
of Employment. Roughly, 7.5 percent of men looking for
work were unregistered; for women, 53.7 percent were un-
registered.

The results of the 1971 GHS indicate an average un-
employment raie for Great Britain of 3.9 percent of the
civilian labor force. The rate for men was 3.9 percent and
for women, 3.9 percent. The Department of Employment
figures on registered unemployment for 1971 yield an over-
all figure of 3.1 percent-4.1 percent for men and 13 per-
cent for women. (These rates from the registered unem-
ployed series, normally published as a percent of the wage
and salary labor force, are based on the wage and salary
plus self-employed labor force in order to make meaning-
ful comparisons with the GHS.)

The above figures indicate that the registered unem-
ployed figures slightly overstated male unemployment
rates in 1971, but that female rates were substantially
understated. The overstatement of male unemployment is
surprising in view of the results of the 1961 and 1966
censuses. Also, the GHS itself indicates that 7.5 percent
of unemployed men seeking work were unregistered. There
are two reasons for the higher unemployment of men in the
registered series. Firat, male registrants who did some work
in the reference week of the GHS would be counted as em-
ployed rather than unemployed in the GHS. The 1966
sample census results indicate that about 4 percent of
registered unemployed men did some work in the census
week. Second, "occupational pensioners," who are not
in fact seeking work, are required to stay on the register
until age 65 in order to maintain eligibility for a pension
without making national insurance contributioass." Such
persons would probably declare themselves as retired in
the GHS. A special survey conducted in October 1973
found that 12 percent of the persons registered as unem-
ployed that month regarded themselves as not really being
in the labor market. Apart from occupational pensioners,
those with littie interest in working were largely women
and older, disadvantaged workers who had become re-
signed to their lot-i.e., "discouraged workers."

Unfortunately, data reported in the GHS are not in.
flated to a universe level, and published inforsation on
sampling characteristics is not complete enough to allow
calculation of sampling ratios to apply to the actual figures
reported. Therefore, BLS has made an estimate of aggregate
unemployment for 1971 by first detennining the level of
employment compatible with GHS concepts and then deriv-

2
4
Soch pers-o ses inetudod in the ,egiste-ed unemployed -

sisds sa a result of parlimentary delhion. In emodance witt the
Sara Senrity Ars of 1973, the ules etse ehonud in Apail 1975
s tsat nouptional pensioners see so lanes required to register
a unemployed.

ing unemployment by applying the GHS unemployment
rate of 3.9 percent (table B-16). Civilian employment com-
pautble with GHS concepts was taken to be the 4-quarter
employment average from the establishment census plus an
estimate of self-employed persons and domestics who are
not covered by the establishment census, less an estimate of
multiple jobholders. (See section on labor force adjustments
for further explanation.) This employment figure includes
wage and salary workers and self-employed persons, but
excludes unpaid family workers. Its coverage is, therefore,
the same as the GHS. The 1971 civilian employment figure,
thus determined, is 23,106,000. This figure and the GHS
unemployment rate are compatible with a total unemploy-
ment level of 938,000."1

Figures for 15- to 19-year-olds were not separately
reported in the GHS. Instead, data for 15- to 17-year-olds
and 18- to 24-year-olds were shown. In order to determine
an adjustment factor for teenagers, an estimate was made,
based on 1971 census proportions, of the number of 18-
and 19-year-olds in the 18-24 age group.

Besides adding persons on temporary layoff (done in
table B-18), only one adjustment must be made in GHS un-
employment data for comparability with U.S. concepts.
Persons enumerated as seeking work who have not taken
any recent actions to do so should be excluded. The 1971
GHS indicates that 22.3 percent of the number of persons
seeking work but not registered as such had not actually
taken steps to fl'd work sn the reference week. Allowing
for the possibility that some may have taken active steps
in the previous 4 weeks, thsl percentage was scaled down
to 15 percent for adjustment purposes. Thus, 15 percent
of the unregistered unemployed seeking work is subtracted
from aggregate unemployment under GHS definitions. This
amounts to 5,000 men and 18,000 women.

GHS unemployment, adjusted as described above,
was then related back to the registered unemployed series
to obtain adjustment factors (table B-16).

The following tabulation shows the 1971 adjustment
factors in relation to those derived from the 1961 and 1966
censuses:

tsar 1966 f97r
Adultme ..... 22 38 -13
Adult moen ... .. 93 182 227
Toansa boys .123 65 t3
T.nssgil ..15.... 162 101 e9

"Thee..Its of the 1971 poputotion ceams con n be ompaed Mith
the aboue estiante. The oen reported 1,298,800 persons 'out of
employment" durig the e.tie wek of the rensus. April and May
wee retalety low unemployment months rompsued witSh he
annual average for 1971-repoesntin about 95 prcent of the an-
nua eage, (The noerans of She Aped and May aunis i takes to
otprooinaae the timiug of She 1971 -eams which -wumdaed per
sons acMcdina to their status as of Aprd 25. Realatered unemployed
counts were takea on Aped 5 and May 9). Dividing the cemas out
of employment" by 95 percent yields 1.367,000. Annua unemploy-
meat from the GHS, as timated above, is 69 percent of tkis fire.
This confis She results of the soatYis of She 1961 and 1966
renaMs, in that Ste "out of empioymeos" category signaficotly
overtates unempoymeot by U.S. concepts.
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Shifts in the propensity to register between 1961 and
1966 have already been discussed. Between 1966 and 1971
the adult female propensity to register continued its decline.
This finding is supported by the fact that, as reported un-
employment rates rose from I1A to 3.4 percent and female
unemployment rates from 0S to 1.4 percent, those for
married women rose only slightly from 0.6 to 0.7 percent,
based on the registered unemployed series. Rather than
being a true reflection of labor market conditions, this
small increase in registered unemployment for married
women probably resulted from a further decline in the
propensity to register."

While the adult female propensity to register de-
clined between 1966 and 1971, the adult male propensity
to register rose sharply-to the point where there was "over-
registration" of males age 20 and over. Thus the tendency
of unemployed men not to register as unemployed was out-
weighed by the tendency of registered unemployed males
to do some work during the week of registration and for
pensioners, not actually seeking work, to register as un-
employed.

The rise in the propensity of adult males to register is
undoubtedly related to the deterioration of economic con-
ditions between 1966 and 1971. Reported unemployment
rates more than doubled between these 2 years, rising from
1.4 to 3.4 percent. There are reasons for supposing that,
in periods of exceptionally high unemployment, the pro-
pensity to register increases. The more serious the problem,
the more people are aware of the problem and of their
rights to unemployment compensation. Furthermore, per-
sons who would normally search for jobs on their own dur-
ing times when jobs are easy to find would increasingly turn
to the Employment Service for help in obtaining employ-
ment.

A further incentive to register was the introduction of
earnings-related unemployment benefits in October 1966.
Previously, unemployment compemation consisted of a flat
benefit unrelated to prior eamnings. Eamings-related benefits
amount to one-third of a person's former earnings between
certain specified amounts. Also, increases in flat-rate bene-
fits were large, amounting to a 20-percent increase in 1971
alone.

The propensity to register on the part of teenagers
continued to increase between 1966 and 1971. There was a
sharp increase for teenage boys and a slight Increase for
teenage girls. Continued development and improvement of
the Youth Employment Service played a role in this trend.

Combining the census and survey analyses. Coefficients of
adjustment were derived from the 1961 and 1966 censuses
and the General Household Surveys to be applied to the
regularly published British statistics on the registered un-
employed. Adjustment factors for 1962 through 1965 were
Interpolated from the 1961 and 1966 results; factors for

6Fo r soe esplasutiens of tsds tneed see Guy Standing, "Hidden
Wonktes," New Sristy. Otobee 14, t1971, pp. 716-19.

1959 and 1960 were assumed to be the same as for 1961.
For 1967-70, factors were interpolated from the 1966 and
1971 results; factors for 1972 through 1974 were derived
from the surveys conducted in those years. Aggregate un-
employment levels were derived from these surveys by the
same method used for the 1971 survey-i.e., determination
of a universe-level employment and derivation of unem-
ployment by applying the GHS unemployment rate for that
year. Since linking with earlier years was not required, it
was not necessary to calculate adjustment factors for differ-
ent age and sex categories after 1971. The aggregate unem-
ployment levels for 1972 through 1974 were adjusted to
exclude persons not actively seeking work. From 1972 on.
ward, the proportion of persons who had not actively
sought work was not published. Unpublished tabulations
obtained from The Office of Population Censuses and Sur-
veys indicate that a smaller proportion of persons were not
actively seeking work in 1972 through 1974, compared
with 1971. Therefore, 10 percent of the "not registered,
other" category was subtracted (compared with 15 percent
in 1971).

Persons on temporary layoff are not included in
either the census or the GHS unemployed. Since they
should be included for comparability with US. concepts,
the number of persons on temporary layoff has been esti-
mated from figures published on the number of workers in
manufacturing who were laid off the entire week. These
figures were inflated to include nonmanufacturing by using
the ratio of manufacturing workers to all workers temporar-
ily laid off and receiving benefits (normally a ratio of 85 to
90 percent).

Table B-17 shows the annual adjustment factors for
1959-71, the registered unemployed, and the estimate of
unregistered unemployed derived by applying the adjust-
ment factors. The unregistered unemployed are added to
the registered unemployed and persons on temporary layoff
in table B-18 to obtain total British unemployment adjusted
to U.S. concepts. For example, registered unemployment
of 752,000 in 1971 is adjusted upward to 930000 for
comparability with US. concepts.

A small adjustment for a few years had to be made
in the data for adult students to regularize the date of the
unemployment count. The counts of adult student registra-
tions were not always taken at the same time in the
month-eg., sometimes they were taken in early January
and sometimes in late January. This had a large effect on
the data since school vacations were over by late January.
The adjustments, although signlficant in some months, were
very sanl on an annual basis.

For 1975 and 1976, in lieu of survey results, the pro-
portion of unregistered to registered unemployed in 1972
was applied (19 percent). This was done because 1972, like
1975 and 1976, was a year of relativelyhigh unemployment.
As results from General Household Surveys for 1975 and
later years are analyzed, the estimates of adjusted unem-
ployment since 1974 will probably require some revision.
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Tabhe B-17. Gretl Britabin Calculation of th. unregisered unemployed, 1959-71

99 1960 1 19611 1962 j 46 1965 1n66 1967 1 1969 196 11970 1971

.123 123 123 ill 100 88 77 65 5! 44 34 3 13
1525 2 2 152 142 131 121 110 101 99 90 94 91 69

22 22 25 28 32 35 38 28 18 2 -2 -13
93 93 93 11 129 146 164 182 191 200 20 218 27

Thou

445
39
24
15

406
299
107

219
53
30
23

166
66

100

346
28
17
11

319
231
87

170
38
21
17

132
51
Al

312
25
14
11

267
212
75

151
34
17
17

117
47

432
ss
33
22

377
289
88

238
68
37
31

170
72
98

72
43
29

3s1
98

305
81
43
38

224
98

126

I1961 facton drblvd Iron pop.lllo, -rar; 1966 fctron
fro- e..PI. mp m;" 1971 fahos from G.end Houa hod
Suv-V. 1959 and 1960 facto. .e.d -. a 1961; 196265
rmd 1967-70 fo, i.ntnrpdatd.

Labor force

British civilian labor force estimates are obtained by
adding civilian wage and salary workers (employed and un-
employed) and estimates of the selfemployed and employ-
ers. Unpaid family workers, a small category, are excluded.
Estimates of the self-employed and employers are interpo-
lated by British statistical authorities from results of popu-
lation censuses. The number of unemployed wage and salary
workers is obtained from the registered unemployed figutres
reported by the Department of Employment. The number
of employed wage and salary workers was based solely
upon quarterly counts of National Insuarnce cards until
lune 1971 when an annual employment mensus was insti-
rtued. Quarterly estimates of employed wage and salary
workers are now derived from the annual census and
quarterly sample surveys of establishments. To provide a
link between the old and new systems, both the card count
and a census were taken in June 1971 and the card count
system was continued through 1972. Estimates on the
oensus basis were made for earlier years by the British sta-

tistical authorities.
British statistics on the civilian working population

(labor force) differ from US. concepts in three respects:

(1) The establishment census overcounts wage and
salary employment under US. concepts. Because it is an
establishment inquiry, a penon who had two regular jobs
with different employers in the census or suvey week
would be counted twice. Thus, it is a measure of the
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23
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47

24
23
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147

549
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19

489
420

70

252
36

216
76

140

544
67
46
21

477
416

61

192
36
16
20

156
29
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76

523
23

442
64

160
33
12
21
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-13
140

758
114

78
36

644
562

83
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42
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32
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number of jobs ather than the number of workers in Great
Britain. The US. labor force survey measures the number
of workers. In another respect, the esutablishment census
undercounts employment: Persons in private domestic
service are excluded. There were 90p00 suhd persons in the
1971 National Inurance card count.

(2) Unpaid family workers are also excluded from the
establishment cemsus, which coven only wage and salary
workers. Such persons are included in the US. labor force
if they worked 15 or more hours during the survey week.

(3) The unregistered unemployed are not included in
the British labor force statistica. Unemployed persons do
not appear in the British count of the working population
unless they have registered as such. Persons on temporary
layoff are included in the British statistics on employment.

Method of aditstment. The British statistica on the labor
force were adjusted to US. concepts based on information
from the population census and the General Household
Surveys.

I- Adiurtment for orercowtr of eznployment. Accord-
ing to the remults of the 1971 GHS, 3.3 percent of the male
workers and 2.8 percent of the female workers were multiple
jobholders. About 57 percent of the multiple jobholden
held more than one wage or salay job (a male-female break-
down was not available on this point). It was assumed that
57 percent of the 33 percent of male worker were mul-
tiple jobholder in the establishment census. Thus, 1.9 per-
cent of all men reported as working in the establishment
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census were multiple jobholders. Similarly 1.6 percent
of the women held more than one wage or salary job. These
percentages were applied to the reported number of male
and female employees in the establishment census to arrive
a'an estimate of the overcount due to multiple jobholding.
For 1971. using this method, there were 385000 multiple
jobholders In the establishment census figures.1 7 Domestics,
who were not covered in the establishment census, should
be added. They numbered about 90O000 in 1971. Thus a
net overcount of 295,000 (385,000 - 90,000) was esti-
mated for 1971.

In 1972, using the same method discussed above, it
was estimated that 2.2 percent of the men and 1.6 percent
of the women in the establishment census were multiple
jobholders. Data on multiple jobholding was not available
from the 1973 and 1974 surveys. Therefore, for years
after 1972. the 1972 relationships have been used. The
number of domestics was assumed to be 0.4 percent of
civilian employment each year, based on the 1971 census.

The proportion of multiple jobholders in the 1966
sample census was somewhat les than in 1971-2.5 percent
versus 3.1 percent for both sexes. The adjustment for mul-
tiple jobholders was scaled down to 15 percent for men
and IA percent for women in 1966 and prorated through
1971.

2. Unpaid family wtirkers. There are very few unpaid
family workers in Great Britain because British tax laws are
such that the majority of family workers are paid. Data on
the number of family workers are available from the popu-
lation censuses, but there is no indication as to how many
are unpaid and how many work fewer than 15 hours dur-
ing the week. It was decided that the number of unpaid
family workers is probably too umall to warrant an adjust-
ment to indude them. This assumption can be tested when
results of the 1976 General Household Survey become
available, since this survey will enumerate wives who work
in their husband's business without pay.

3. nTe numtber of unregisrered unemployed, as de-
termined above, was added to the reported labor force.

Unemployment rate

The published British unemployment rate is
computed by dividing the number of registered
unemployed (including school leavers but excluding adult
students) by the total wage and salary labor force (em.
ployed and unemployed). The unemployment rate ad-
justed to U.S. concepts is computed by dividing the sum of
the registered (including adult students) and estimated

27This Bgure may be soeewat overe nsatde bemus in the
GHS a person may be coded as having mare than one job when the
different jobs a l l5 with the same employer; such a person could
be mooted only or-e in the Census Of Employment. Howeer,
thre Is an infosmaon aon the amoust by which the 385,000
should be reduced.

unregistered unemployed and persons on temporary layoff
by the civilian labor force adjusted for overcount and reg-
istered unemployed. (See table B-IS .)

Quarterly and monthly estimates

The Bureau of Labor Statistics estimates seasonally
adjusted unemployment rates adjusted to US. definitions
for Great Britain. The method used in making these adjust-
ments is as follows:

Unemployment. To arrive at the number of unemployed,
adjusted to U.S. concepts, BLS adds together the wholly
unemployed (which excludes school leavers and adult stu-
dents), school leavers, persons temporarily laid off, the
unregistered unemployed, and adult students.

The number of wholly unemployed excluding school
leavers and adult students is the seasonally adjusted series
published by the Department of Employment. Since 1972,
the series has been adjusted using the additive version of
the X-l I Variant of the U.S. Bureau of the Census Method
11 seasonal adjustment program. Prior to 1972, a multipli-
cative seasonal adjustment program devised by the Central
Statistical Office was used. School leavers and the tempor-
arily laid off are seasonally adjusted by BLS using the mul-
tiplicative option of the X-l I .The number of unregistered
unemployed is calculated by multiplying the sum of the
wholly unemployed and school leavers, both of which are
seasonally adjusted, by annual factors, derived from the
General Household Survey.

The number of adult students added to the unem-
ployed for adjustment to U.S. concepts is a constant based
on the annual average number of adult students registered
as unemployed. As noted above, an increasing number of
adult students in the period 1970-76 registered as unem-
ployed during their holidays in order to collect supplemen-
tary benefits. The registration of these persons caused dis-
tortions in BLS's seasonal adjustment of this series. There-
fore, a constant number of adult students is added to the
quarterly and monthly estimates of the unemployed. In
1977, fewer adult students registered during the short
school holidays, because regulations were changed so that
they were no longer entitled to benefits.

Labor force. Monthly estimates of the labor force cannot
be made because employment statistics are published only
quarterly. Quarterly estimates of the labor force adjusted
to U.S. definitions are derived by adding reported employ-
ment (employees in employment plus the self-employed),
seasonally adjusted by the Department of Employment, to
the seasonally adjusted number of unemployed adjusted
to U.S. concepts. Estimates of the number of persons
temporarily laid off the entire week and multiple job-
holders are subtracted. The figure used for multiple job-
holders is a constant derived from the latest available Gen-
eral Household Survey.
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Table B-18. Ghsat Britairc Adjustment of lbfor force dat to U.S. roncepts, 1959-76
lNumbarsln tcooussnra

Iem 1959 1960 1961 1962 1963 1964 1965 | 1966 1 1967

Reportd civilins oploymn .... ............... 22.785 23.177 23.487 23.631 23,698 24.036 2426 24,332 24,021
Plus: Reoqiterd unemploved .... .............. 444 346 312 432 521 372 31 331 519

Reported iviln labor fo .... ................ 23229 23.523 23,799 24.063 24,219 24,408 24.57 24.663 24.540
Less Net orco . ....................... 219 225 230 232 233 228 23 232 241
Plus: Adult nude.nts ....... .. .. ... .. . .. . .. . _ _ _ _ _ _ 2
Plus: U-gnre -lrd!unseipyed 2

.
.............. 219 170 151 238 305 237 211 222 300

Adjusted cinili.en labo lnf e. . 23,229 23.468 23.720 242069 24.291 24.417 24.556 24.653 24.601
Ronded ...... ........................ 23.230 23.470 23.720 24.070 24,390 24.420 24 560 24.650 24.600

Reogitard umpIoyed ...... .................. 444 346 312 432 521 372 317 331 519
Plus. Adull stud nt

t
. .................

. .
- - _ _ _ _ 2

Plus: Temporaily laid off3 .... ............... 7 6 9 7 1 4 7Plus: Unregistenrd un.plod2 ..... ....... 219 170 151 238 305 237 211 222 300
Adjusted umployd .................... 670 517 469 679 833 610 53 557 828

Roundd ...... ........................ 670 520 470 680 830 610 53 560 830
Uneploytnent rule (Perceos:

Aspublihed . .......................... 2.0 1.5 14 19 2.3 1.6 1. 1.4 2.2
Adjusted to .S. concepU ..................... 2.9 2.2 2.0 28 3.4 2.5 2 2.3 3.4

1968 1969 1970 1971 1972 1973 1974 1975 1976
Reported civilian -pI., . ..................... 23.916 23.924 23,811 23.402 23.570 24.058 24,106 24,004 23.830

Plus Registered unemploed .................. t 5 540 577 752 835 588 55 936 1.305
Repor1d uNtili.n ubrcoun .. 24.,462 24.464 24.388 24,154 24.405 24.676 24,754 24.940 25.135

Le-o Net .. ...er...ou..t.. 291 260 279 295 337 336 337 0 333 0 330
Plus Adul stden .. ..................... 3 4 5 6 9 9 1 35 44
Plus: Unregised. .............. 252 192 160 157 160 176 0 0195 251

Adjuoted civilian lb . .... ................ 24,456 24.460 24.274 24.022 24,237 24.525 24,51 024322 25 19W
Rounded ......... .. .. . .. . .. . .. .. . .. .. . 24.460 24.400 24,270 24.020 24.240 24.530 24.51 242820 25,100

Registered unemployed ....... ... ... . .. . .. . .. . 546 540 577 752 835 588 585 936 1.305
Plus. Adolt studentst ....... . .. . .. .. . .. .. . . 3 4 S 6 9 9 1i1 35 44
Plus Temporalylidoft 

3 .
... . 2 15 s 11 10 6197 6 6

Plus: Unemgisered unemployed .25 2 192 160 157 160 178 9 0 0251
Adlosted unemployed .9.6..... . . . .. .. . . ... .. . . . 803 741 747 926 1,014 779 69 01.16 s 1.606

Roneded .0....... .. . .. .. . . .. . . ... ... . . . 800 740 750 930 1,010 780 690| 0170 s 1.610
UnemPloyment rate (enrent:

At published ...... .. . .. . .. . .. . .. . .. . .. . 2.4 24 2.5 3.4 3.7 2.6 2. 41 5.6
Adlusted to U.S. c-cept .................... 3.3 3.0 3 .39 4.2 3.2 208 047 s64
5
Adolt Mtudeyn regisiered as unemployed edjusted slightly to

regulurian dote of count.
2 For 1959-71 ta table 8- 7 for method of estimaion. For 1972

through 1974, unemployment from houshold sur-eys inflated to
universe leme and adjusted to U.S. concepts Surnoyt for 1975 0-
wards bane not been pubfished;unmngistered unempluyed figures Io
1975 and 1976 ear aetimated us described in Ieo.-

Unemployment urer. Quarterly unemployment rates are
estimated by dividing the 3-month seasonally adjusted av-
erage of unemployment (adjusted to U.S. definitions) by
the ceasonally adjusted (adjusted to U.S. concepts) labor
force. Since labor force data are only available quarterly,
the labor force is held constant for each of the 3 months
which make up that quarter. Additionacly, the latest
available labor force figure n used until the next quarterly
figure is published. At that time the unemployment rates

are recalculated. The labor force figures generally lug by
4 months.

3 Mnufuntoring workers laid oft the entire wmok inflated to in-
clude nonmanutacorino basd on duta on repssrations for tempo-
am layoft benefit.

4 Reginered unemployed us u peryent of the civilian mogo end
salary lutbor force

Preliminary esti~mte

Italy

Prior to 1963. the Intemational Labour Office (ILO)
published the number of registered unemployed persons as
representative Italian unemployment figures. The unemploy-
ment rate was computed by dividing the number of regis-
tered unemployed by the economically active population
(excluding persons seeking first employment) reported in
the 1951 population census. Beginning in 1963, however,
the ILO began publishing the results of a quarterly sample
survey as the more representative unemployment figures.
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Italian Survey Ouestionnaire Used Prior to 1977
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Itiian Survy Ovastionnair Usd from 1977 Onward
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Italy: English translation of labor force survey questions relating to labor force status:
Questionnaire used prior to 1977

Columns 8-19. To be completed only for persons 14 years of age and over:

Column 10. Status:
Professional

Employed
Seeking a new job

Nonprofessional
In search of first job
Military conscript
Housewife
Student
Unable to work
Retired
Other (financially independent, old age, prisoner, vagabond, etc.)

Columns 11-16. To be completed for all employed persons and persons seeking a new job and for pere
sons whose status is nonprofessional if they worked during the reference week:

Column I1. Hours worked during the reference week

Columns 12-13. If less than 40 hours, indicate:

Column 12. Reason:
Sickness or maternity
Labor dispute
Vacation or holiday
Bad weather
Start or termination of job during the reference week
Work contract or terms of employment
Underemployed

-seasonal reasons
-other reasons

Not convenient or interested in working longer hours
Other (specify)

Column 13. Are you taking advantage of the Wage Supplement Fund?

Column 14. Industry

Column 15. Class of worker (self-employed, wage or salary worker, unpaid family worker)

Column 16. Occupation

Column 17. Duration of seeking employment (to be completed for persons whose status is seeking a
new job or in search of first job)
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Italy: English trasation of labor forces urvey questions relating to labor force sttus:
Questionnaire used from 1977 onward

Columns 8-24. To be completed only for persons 14 years of age and over:

Column 10. Status:
1 Employed
2. Seeking a new job
3. In search of first job
4. Military conscript
S. Housewife
6. Student
7. Unable to work
8. Retired
9. Other (financially independent, old age, etc.)

Column 1. Whatever the status declared, did you do any work at all in the reference week? If yes.
indicate the number of hours worked in all the activities in which the individual or the family made
earnings or profits.

Columns 12-19. To be completed for all employed persons and persons seeking a new job. For all other
persons, complete only if I hour or more of work has been done in the reference week.

Column 12. Profession

Column 13. Position in the profession

Column 14. Branch of economic activity

Column 15. Hours worked during the reference week

Column 16. If less than 40 hours, indicate the reason:

I. Sickness or maternity
2. Labor dispute
3. Vacation or holiday
4. Bad weather
5. Start or termination of job during reference week
6. Work contract or terms of employment
7. Seasonal cause
8. Reduced business activity
9. Have not found opportunity for more work

10. Not convenient or interested in working longer hours
00. Other

Column 17. Place of work

Column 18. Regularity of activity (regular, seasonal, occasional, etc.)
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Italy: English translation of labor force survey questions relating to labor force status:
Questionnaire used from 1977 onward-Continued

Column 19. Aside from your principal activity, do you do other work at another time of the year?

Column 20. To be completed by all persons age 14 or over, whatever the status reported in column 10.
Are you actively seeking work?

I. Yes, seeking a wage or salary job
2. Will soon begin a wage or salary job
3. Will begin, subsequent to reference week, self-employment and already have the necessary

means
4. Intend to become self-employed, but do not yet have the necessary means to do so
5. No, would seek work only under certain conditions
6. No, do not have the possibility or the interest in seeking work
7. No, have a job and not seeking another

Columns 21 to 23. To be completed by all who responded according to number I or number 2 in col-
umn 20.

Column 21. How long have you been looking for work? (If the search has not begun, enter zero.)

Column 22. What definite actions have you taken to find work?

I. Registered at public employment office
2. Registered at private employment agency
3. Visited employers
4. Brought to attention of an employer by friends or acquaintances
5. Sent a resume to an employer or took a competitive exam
6. Placed an ad in a newspaper
7. Responded to an ad in a newspaper
8. Have not yet taken active steps to find work

Column 23. When did you last take definite action to find work?

1. In the last 30 days
2. One to six months ago
3. Over 6 months ago
4. Have not begun job search

Column 24. To be completed by those who responded according to number 5 or 6 in column 20.

Column 24. Why are you not actively seeking work? (The interviewer does not read the causes listed,
but records response of the person interviewed.)

I. Family reasons
2. Studies
3. Retired
4. Health, invalidity, or other physical impediment
5. Absence of need
6. Searched in vain in the past
7. Insufficient professional preparation
8. Too young or too old
9. Military duty

10. Don't know
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The results of the sample survey form the basis of the ad-
justment to US. concepts.

A major revision an survey methods was made in
January 1977. The definition of unemployment remained
essentially the same, but more probing questions were in-
corporated in the sunrvey questionnaire. The more prob-
ing style of questioning resulted in significant increases in
the number of persons enumerated as employed and un-
employed. In addition, questions are now asked on work-
seeking activities, and it is possible to determine the num-
ber of persons who have not taken active steps to ford work
in the past 30 days. The results indicate that there are a
large number of such persons, who would probably be classi-
fied as "discouraged workers" rather than as unemployed
under U.S. concepts. However, many may be registered un-
employed persons who do not consider the listing of one's
name on the unemployment register to be an active job
search step in the last 30 days.

At the time this section was prepared, BIS had the
summary results of the January and April 1977 surveys
and the new survey definitions and questionnaire. BtS
may revise its adjusted estimates of Italian labor force data
after the complete results of the new surveys are obtained
and certain remaining points have been clarified.

Unemployment

Registered unemployed. Italy tabulates the number of job-
seekers 15 years of age and over registered at the local em-
ployment offices of the Ministry of Labor on the last day
of each month. They are divided into five classes: (1) Un-
employed formerly employed persons seeking work; (2)
youths under age 21 and others seeking their first job artd
jobseekers released from military service; (3) housewives
seeking work for the first time; (4) pensioners seeking em-
ployment; and (5) employed persons seeking other jobs.
Usually classes (I) and (2), representing over 90 percent
of the total in recent years,. are used as a measure of un-
employment.

Until the recent modifications in the Italian labor
force survey, the registrations series was commonly ac-
knowledged to overstate the level of unemployment be-
cause of failure of registrants to cancel their registra-
tions promptly after obtaining jobs. The registration
figures formerly were considerably higher than the un-
employment data derived from the labor force survey.
For example, in 1975 an average of 1,202,000 persons

5 8

were registered as unemployed; according to the labor force
survey, 654,000 were unemployed. However, in January
1977, when more probing questions were incorporated an
the survey, the survey enumerated 1,459000 unemployed
persons, while the registrations series counted 1,314,000.

Labor force surveys. Beginning with January 1959, the
Italian Central Institute of Statistics (ISTAT) has con-
ducted quarterly labor force surveys, tsually in January,

2
6Ctse, I and 2 of egisted unemplnyed permos.

April, July, and October and with reference to the cal-
endar week which includes the 20th of the month. Earlier
surveys were conducted in September 1952, May 1954,
May 1955, April 1956, May and November 1957, and
October 1958. The surveys currenily cover about 83,000
households distributed among some 1,400 communities
representative of the whole country. They are carried out
by personal interview.

Until 1972 the surveys covered the noninstitutional
resident population, including persons temporarly working
abroad and accompanying family members Separate re-

sults were also published for the presens in area population,
which excludes persons temporarily abroad. Beginning in
1972, only the present-in-area population has been sar-
veyed. Surmary survey results are published by ISTAT in
the Bollettino Mensile di Statistica and the Notiziario
ISTAT (foglio 34). More detailed results are published an-
nually in the Annuario di Statisrtiche de Lavoro.

Modifications as the survey were made in January
1964 and January 1977. Beginning in January 1964, un-
employed persons were defined as all those 14 years of age
and over who did not work at all m the survey week and
were actively seeking work. Prior to 1964, unemployed
persons were defined as all those 14 years of age and over
who actively sought work during the surey week and (a)
did not work at all or (b) stated they did not have jobs
(even though they may have done some work in the survey
week).

In the surveys prior to January 1977, one question
determined a person's labor force status. This question
inquired as to the respondent's "condition" during the
reference week. The possible answers on the survey form
were as follows:

Professional:
Employed
Seeking a new job

Nonprofessional:
Seeking first job
Military conscript
Housewife
Student
Unable to work (handicapped)
Pensioner
Other (independent means, aged, etc.)

According to the definitions appearing on the suvey
form, persons enumerated as "seeking a new job" were
those who had lost their job, were looking for another job,
and were in a condition to accept a job if it was offered.
This group of persons is referred to as the unemployed-dis-
occupati-in the survey results. Persons enumerated as
"seeking first job" were those who had never been employed
and were actively seeking work. The sum of the unemployed
and the first-time jobseekers is referred to as those in search
of work-in cerra di occupazione-in the survey results.

According to ISTAT, persons on layoff who were
waiting to retumn to their jobs would most likely respond
that they were employed. Persons not looking for work in
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the survey week because of temporary illness and persons
waiting to start a new job would most likely be classified
as not In the labor force since they were not actively seek-
ing work. However, no specific questions were asked on any
of these categories.

Although the survey definitions stated that persons
"seeking a new job" or "seeking first job" should be ac-
tively seeking work, there was no test or time period
specified for workseeking activities. Al persons enumer-
ated as seeking work were asked the duration of their job
search, and all persons responded according to some dura-
tion. Thus, there was no category of persons who had not
begun looking for work. However, persons who had taken
active steps to look for work more than I month ago,
but had not done anything to find work during the month
including the reference week, were counted as unemployed.
Also, current availability for work was noted in the defini-
tion of persons "seeking a new job" but not in the def-
inition of persons "seeking first job." There was no test of
current availability in the survey questionnaire.

Special surveys of persons "not in the labor force"
conducted in April 1973 and April 1975 indicated that
many people were looking for work but not stating that
they were unemployed or seeking a first job in the regular
Italian surveys." These surveys, unlike the regular Italian
survey described above, contained more probing questions.
They attempted to elicit information on the Italian popu-
lation's attitude toward the labor market and reasons for
nonparticipation in the labor force. Persons age 14 through
70 were interviewed.

The April 1973 and 1975 surveys were coordinated
with the regular April labor force surveys. They classified
the population in Italy into four categories according to
degree of economic activity (table B-19): (I) Persons age 14
or over who are employed, unemployed, or looking for
their first job. This represents the labor force in its most
strict sense, and comprises those persons who respond that
they are economically active in the above senses (employed,
unemployed, etc.) when asked their current "condition."
In April 1973, there were 19 million such persons. (2) Per-
sons who say they are looking for a job who did not term
themselves as unemployed or seeking their first job in the
question concerning current "condition." There were
660,000 such persons in Aproi 1973. (3) Persons who say
they are not looking for work but who would accept it
under certain conditions. In April 1973, there were 1.1
million persons in this category. (4) Persons who, although
they are of working age (14-70), say that they are not
working, are not looking for work, and are not disposed
to accept work. In April 1973, there were 17.5 million per-
sons in this category.

"A spracia srvey of persons "not in the tIbet mere" win stso
conducted in Febsuiay 1971. However, it is of liited useruness tie
cu it did not nontain questiuon on w-rk-eeking a cotitis. Also, it
wa, not conducted in inisunntion with the regular quartesly survey.

In January 1977, more probing questions were in-
corporated into the regular Italian labor force survey
questionnaire and the definition of unemployment was
made more precise. In addition to asking about a person's
condition during the survey week, specific questions con-
ceming workseeking activities are now asked. The current
definition of unemployment-persone in cerca di occupaz-.
ione-refers to all persons looking for work, including: (I)
Those previously employed, namely persons age 14 and
over who have lost previously held paid employment, have
not performed any work during the reference week, and
stated (a) that they were seeking paid employment and were
able to accept it if offered to them; or (b) that they would
begin, subsequent to the survey period, paid employment
and had already found such employment; or (c) that they
would become, subsequent to the survey period, self-em-
ployed and already had the necessary means.

3
a (2) Those

seeking frse job, namely, persons age 14 and over who had
never worked, or have been self-employed, or who have
voluntarily discontinued working for a period of time not
less than I year and fall within one of the three categories
("a," "b," or "c") noted under the previously employed
above. (3) Those persons in occupations not classified as
employment, namely, persons age 14 and over who stated
initially that they were housewives, students, ex-workers,
etc., but in answer to a second question in the course of
the interview affirmed that they were looking for employ-
ment. Included in this group are the persons who described
themselves as previously employed or seeking their fist
job (I and 2 above) and intended to become self-employed
but did not yet hane the necessary means to do so.

The questions asked in the Italian survey concerning
workseeking activities are as follows: (I) Are you actively
seeking work? (2) How long have you been looking for
work? (3) What defmnite actions have you taken to find
work? and (4) When did you last take definite action to
find work? Only an affirmative answer to the first question
or an answer expressing intent to begin a new job or self-
employment at a later date is required for enumeration of
a person as unemployed. If the later questions elicit that
the person has not actually begun his job search or has not
taken any recent steps to find work, he is still classified as
unemployed.

Question (4) noted above is unique to the Italian
survey as a test of workseeking activity. For example, the
U.S. survey asks "What have you been doing to look for
work in the past 4 weeks?" The difference here is that the
U.S. question specifically mentions a time period-4
weeks-while the Italian question asks when the person last
actively sought work. One of the answers to the Italian
question on the survey form is "in the last 30 days."

tutu past ruieys, persons who were seeking work who have been
retfeinpluyed were inatudet in the "previusly emeplyed" cate-
gory. They are nowtialuded in the "eehkig russ job" atgeunry.
Alo, group, "b" asd a" were not identfied in Previous interviews.
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Table B-i9. Italy: Selected reaIlts from special labor force uaneys, April 1973 and April 1975

April 1973 April 1975
Item Total Men Women Total Men Worme

Labor forca .1899 1304 5,195 19.436 13,84 5s452
Empoyed. 18264 132357 4.907 18.769 13985 5.184

Seeking another jb . 1 P) lf 1.055 783 272
UnemploVed en kin fir.t jaob 735 447 288 667 399 268

NSain the Lbor f1nr lagm 14-701 19,265 4699 14,376 19,710 5.132 14,578
Looksd for work but did rat

decle thnensnes as unemi-
ploved in a preioaus iqumin 658 153 50b 496 140 356

Did not lok for work buht woid
ainp, work coder cartfin
conditloos . 121 190 931 908 158 750

Neither seking work nor
inreren d in wink inye
oruin ro7ditioW . 7,486 4.546 12.940 1 8,306 4B34 1 3,472

'Not evailhbln. SOURCE: Iniloi Central de Statirn. Anoaid di Stati-
tire. der La-am, 1975 for Aprl 1973 enwl. pp. 109-16. and
1976 (for April 1975 seyl. pP. 103-15.

BiLS is not cerrain that all persons who do not res-
pond "in the last 30 days" should be excluded from the
Italian unemployment figures for comparability with U.S.
concepts, which require active jobseeking within the past
4 weeks. In the Italian sunrvey, there could be a number
of persons registered as unemployed who do not consider
their act of registration to be their last definite action
to find work, especially if reregistration is not required each
month in order to obtain unemployment benefits. A cros-
classification between jobseeking activities and time of last
active job search would help to resolve this point.

Results from the January and April 1977 sunrveys,
like the results of the special April 1973 and 1975 sur-
veys, indicate that a large number of persons classified as
"not in the labor force" in former surveys were actually
actively seeking work by registering at official or private
employment agencies, answering or placing advertisements
in the newspapers, sending letters, or meeting with prospec-
tive employers. As noted above, the 1977 surveys also m-
dicated that a significant proportion of persons previously
enumerated as unemployed did not take amy recent-ie.,
within the past 30 days-active steps to f[nd workal The
major results of the January 1977 survey are shown in table
B-20.

Beginning in January 1977, persons who are waiting
to begin new jobs are enumerated as unemployed. There is
no specific question on this point, but it is one of the re-
sponses listed to the question "Are you actively seeking
work?" Such persons were most likely classified as not in

n"The Junoary 1977 resultt indicate that 65 perncet of tre pr-
vioudy employed nemployed took eirse steps to find work in dhe

pat 30 days. for the r-t-tine jobseekens, the pmportion wa 53
peronet; far those oho r-t did not dentae themftnes as employed
the proportion ma 32 perceno In the April 1977 satey, the norns-
ponding proporinos were 63, 53, and 33 percet.

the labor force in earlier surveys. The category of persons
seeking their fi[t job was defined more broadly in January
1977 to include persons who had voluntarily discontinued
working for a period of time nor lesr than I year. Under the
previous definition, such reentrants to the labor force were
not included amnong the finst-tirme jobseekers. They were
clasrified as "seeking a new job."

Table B-20. Italy: Major re ults of the January 1977
labor force surney

ITh.us.ndel
Item Toral Men Womee

Labor foree . 212357 1455f 6206
Employed .19298 13904 5.994

Pernos faring they ha e
job .1 1891 13,499 5,492

Permos fic satfing they
were aeemployed, ht. then
adrirrirn In rmie rpe of
work in refereene week ... 907 406 502

Uenemployed....... 1,459 841 812
Praoiouiy employed . .. 253 159 94
Seeking firt i.b , 619 308 311
Permons who first sated

thoy were innira bht
braraeetlyf affirmed

they wre looking for
work. 587 180 407

Nanworkingppulati.n . 9,34132 12517 21AI5
Pereonsof working age' , 18220 4,784 13,436

Noat sking employtmne but
oulId wept work under

.emiincondition . 1,122 233 889
Per.os not of working ae

5
... 152912 7,733 8.179

TrIal prpulaio 
.

5 6S ,489 27708 36.421

Ags. 14 throdh 70.
Uoder age 14 and ovr aP 70.

3Sum of labor l .e. *nd nonworking pooPularn.

SOURCE. Isirato Canele di Starisrira.
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Method of adjustment. From January 1977 onward, the
only adjustment made to the reported number of unem-
ployed is the exclusion of those who had not taken uny
active steps to find jobs in the past 30 days. As noted
above, BLS is not certain that all persons should be ex-
cluded who reported no active steps in the past 30 days.
The large number of persons in this category indicates a
massive number of "discouraged workers" in Italy or an
interpretation by many registered unemployed persons
that their presence on the unemployment register does not
constitute an active step to find work in the past 30 days.
In the adjustments shown here, BLS has excluded all per-
sons who reported no active steps to find work in the past
30 days. This adjustment may be modified when more in-
formation on the 1977 survey, and more detailed results,
become available. In January 1977, 52.6 percent of the
reported unemployment has been subtracted; in April,
the proportion subtracted was 54.4 percent.

No adjustment has been made to exclude persons
on layoff from the unemployed count. For many years
Italy has had a Wage Supplement Fund (Ca=sa Integrazione
Guadagns) maintained by employer contributions, which
provides payments to compensate workers put on part time
for economic reasons of a temporary nature. Also, legal
restraints make it very difficult for firms to lay off workers.
For these reasons, the term layoff has a somewhat different,
more structured meaning in Italy than in the United States.
Thus, when the activity of a plant declines, workers are put
on short-time schedules, if at all possible, rather than laid
off. According to a 1969 report from the U.S. Embassy in
Rome, the number on part time who did no work at all dur-
ing the reference week could not be accurately reported
by ISTAT because there were so few workers in that cate-
gory.

ISTAT will not make a reconciliation between the old
and new surveys until some time in 1978. It is not yet
known what the nature of this reconciliation will be and
whether historical adjustments will be made. BLS has de-
cided to await the ISTAT reconciliation rather than make
any preliminary adjustments for the period 1959-76. Thus,
the reported unemployment figures from the old Italian
survey are used here, with only a small adjustment to the
data for 1959-63 (discussed later). The differences between
the old series and the adjusted new series may tend to can-
cel each other out. The old series excluded the workseekers
who did not initially declare themselves as unemployed;
also excluded were persons waiting to begin a new job. On
the other hand, the old series included as unemployed
those persons who took no active steps to find work in the
past 30 days. The results from January and April 1977 in-
dicate that the old series may have overstated unemploy-
ment somewhat because the number of persons who did
not actively seek work in the past 30 days is greater than
the number of workseekers who did not initially say they
were unemployed.

The results of the special April 1973 and 1975 labor
force surveys provided information on the number of job-
seekers who did not initially declare they were unemployed.
However, these surveys were not used to adjust the unem-
ployment data because they did not provide any information
on the time period in which active jobseeking last occurred.
Thus, no adjustment could be made to exclude the inactive
workseekers.

One other mnnor adjustment has been made to the
data for 1959 to 1963. According to the report of the Sta-
tistical Office of the European Communities on the results
of the October 1960 labor force survey conducted in the
six member countrtes. 4.4 percent of those reported as un-
employed un Italy in October 1960 were engaged in some
work during the survey week. However, this would prob-
ably include some unpasd family workers who worked less
than 15 hours an the survey week and who would be classi-
fled as unemployed according to U.S. definitions if they
were seeking paid employment. To roughly adjust the
Italian unemployment figures for 1959.63 to exclude per-
sons who worked during the survey week, the published
figures have been reduced by 3 percent. No adjustments
are needed after 1963 since such persons were excluded
from the reported unemployed after that date.

Labor forte

The labor force consists of all employed and unem-
ployed persons 14 years of age and over, career military
personnel are included. Prior to 1964, the labor force con-
sisted of all "regularly" employed persons 10 years of age
and over and unemployed persons 14 years of age and over.
Unpaid family workers are included an the labor force re-
gardless of the number of hours worked.

The employed consist of persons age 14 and over who
worked for pay or profit during the survey week or who
were temporarily absent from work as a result of sickness,
holidays, or temporary layoff. Prior to 1964, employed per-
sonsconsisted of all those 10 years of age or over who stated
they had jobs, regardless of the number of hours they
worked. Persons 10 years of age and over who did some
work in the survey week but who stated they did not have
jobs were classified as either (a) occasional workers and
"not in the labor force" or (b) unemployed, if 14 years
of age or over and actively seeking a job. Beginning in
1964, the occasional worker category was dropped in
favor of underemployed persons-defined as persons who
worked less than 33 hours in the reference week because of
economic reasons, i.e., lack of work, and not because of
thei own preference." Underemployed persons are classi-
fied as a subcategory of employed persons and therefore as
"in the labor force." ISTAT revised data for 1963 by (1)

321Reninning in January 1977, -nde-nptoyed persons are deo
Cased as those who worked tess then 26 houu for ecnonumi reI-n
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adding all persons formerly classified as occasional workers
to the employed category and (2) reclassifying part of the
new total employed category into the underemployed sub-
category. (The new definitions were apparently introduced
in 1963 so that 1963 survey results could be classified ac-
cording to both the old and new labor force status defini-
tions.) For years prior to 1963, ISTAT added the total "oc-
casional worker" category to the employed total.

The January and April 1977 labor force sureys in-
dicated that employment as well as unemployment was
understated by prior surveys. Approximately I million per
sons who did not initially respond that they were employed
stated, under further questioning, that they had done some
work during the reference week.

3
' Unfortunately, no infor-

mation on this point was obtained in the special surveys
conducted in April 1973 and 1975.

Method of adjustment. Data on career military persoanel
in Italy can be obtained from figures reported to the Sta-
tistical Office of the European Communities. The career
military are subtracted from the reported labor force to
arrive at the civilian labor force.

Employed youths under the age of 14 are subtracted,
including those classified as occasional workers in 195962,
no adjustment is needed on this point after 1965.

Unpaid family workers not at work in the survey
week are subtracted. These figures are reported in the sur-
vey. "Regularly employed" unpaid family workers at work
I but less than 16 hours in the survey week are also sub-
tracted. U.S. definitions would exclude unpaid family work-
ers at work less than 15 hours in the survey week; however,
the Italian data do not provide a break at the less-than-15-
hours level.

For the years 1959-63, the number of "occasional
workers" at work less than 16 hours in the survey week as
unpaid family workers is subtracted. In 1963, 75,000 "oc-
casional workers" worked as unpaid family workers, of
whom 25,000 worked less than 16 hours. Prior to 1963, the
number of unpaid family "occasional workers" was not
classified by number of hours worked. Since one-third of
the unpaid family occaional workers worked less than 16

"Thsr. is als lage ector of itlegat amepori unemployment
in Italy kaesw as ii beamnr1, or the labor black market. Us of the
labor blck market atlows fums to pay lours wages and -void pay-
nests iti soci a security and simiila funds, which ar very high in
Italy reative to wages. Alo, Puns sang black market lahbo ce by-
pas laws thit make it cietuale unposule to lay ff worken in
stack penois. Becuse the jobs ace uoneorted, theie ae also no
tao or social secrity deductiom fion the wages snioed by the
workers. No astempt h.s been made hers to detemme the effect of
the labor black muket c the labor form inwvy remlit. S.ms ii-
es'aly employed workers may report their emplymect in she
inevey, but it in Eaely that many will vspoed that they ae either

sot in the labor farme o uemplayed. Foe a discussion of hidden
employmet in Italy me CENSIS, L'tOepairnee Oeealaa, CENSIS
Riec3 No. 2 (Rome, CENSIS, 1976).

hours in 1963, it is roughly estimated that one-third of un-
paid family occasional workers worked 1cs than 16 hours
in prior years, and they have been subtracted from the
labor force.

Results of the January and April 1977 labor force
surveys indicate that employed Italian men were under-
counted by 3 percent and women by 9 percent. These fig-
ares were also reported by economic sector. To make ad-
justments for the unreported employed for the entire 1959-
76 period, adjustment factors were applied for four sep-
arate categories of the employed: (1) Men in agriculture;
(2) men in nionageicultural activities; (3) women in agricul-
ture; and (4) women in nonagricultural activities. Factors
relating to sectors as well as sex were used because there
has been a massive shift out of the agricultural sector in
Italy since 1959. The figures for January mid April 1977
indicate that unreported employment is predominantly
in the agricultural sector.

The adjustment factors used were averages calculated
from the January and April 1977 data. The factors, relating
to unreported as a percent of reported employment, were
as follows: For men in agriculture-10.1 percent; for men in
nonagricultural activities-2 percent; for women in agricul-
ture-21.7 percent; for women in nonagricultural activities-
6.7 percent. A further adjustment was made to exclude
persons in the unreported employed category who were
unpaid family workers who worked 15 hours or leas in the
reference week. Data ae not yet available on this point
from the 1977 surveys. However, these surveys indicated
that about 60 percent of the previously unreported em-
ployed were either self-employed or unpaid family workers.
It is believed that a significant proportion of the unreported
employed could be unpaid family workers who worked
only a few hours a week. Persons in this category should be
excluded for comparability with U.S. concepts. Persons
with such a marginal attachment to the labor force would
most likely initially respond that their status was other
than employed-e.g., housewife, student, etc. In the ab-
sence of exact data on this point, 10 percent of the "un-
reported employed," as calculated above for the years
1959-76, was subtracted to account for unpaid family
workers who worked less than 15 hours. BLS is attempting
to get precise figures on this point from ISTAT, perhaps
from unpublished tabulations. Table B-21 shows the
method of obtaining unreported employment for 1959-
76. The labor force therefore has been adjusted to U.S.
concepts by adding estimates of unreported employment
and subtracting career military personnel, employed
youths under age 14, and unpaid family workers who
worked lss than 16 hours in the survey week. There may
be some duplication between the latter two categories-
that is, unpaid family workers under age 14 who worked
less than 16 hours in the survey week. However, after
1965 there have been no employed youths under age
14 reported and duplication in prior years could not have
been large.
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Table _-21. Italy: Calculation of unreported employment, 1959-76
ITIhooundrl

Reported r mploymanT Etimated anrepornd rplovmeno' Adjusted
Year Agvuloral Nonarioultural To Agrioultural Nhonagrocorol unmrported

_ _ _ Men W Men Woe Men Woe Mn men mployment
1959. 34,449 032,301 39315 33,822' 12390 449 499 186 256 1,251
1960 . 34,353 32,124 39,596, 33 792I 1347 440 461 192 254 1.212
1961 . . 34,060 32,072 39_90O 33,9s4 j 12320 410 450 198 262 1,188
1962 .

3
3,7831 3 , 3 190 33,679 1,277 382 431 204 260 1,149

1963 . 3300 31,765 31t406 33,8681 1204 354 383 208 259 1,084
1964...... 332,307 ' ¾,621 310,715 33.6071 1,155 334 352 214 255 1,039
1965 . 33349 31.544 310,398 13,693' 1,128 338 335 208 247 1,015
1966 . . 3192 1397 10,428 3,620 1,077 322 303 209 243 9691967.... 3.122 12356 10,697 3,669 1.070 319 295 214 246 9631968. 2869 1,304 10,980 3,747 1.942 290 283 218 251 938
1969. 2,706 1,245 10,879 32781 1,020 273 270 218 259 918
1970. 2.499 1,114 1 1,170 3.910 979 252 242 223 262 So1
1971 ...... 2,453 1 ,135 11194 3.893 978 248 246 223 261 9801972 ... 2.274 1.024 11.1 76 3,657 934 220 222 224 258 9411973. 2,176 1,616 11,306 4.002 934 220 220 226 268 841
1974 ...... 22,106 1. 006 11571 4,216 944 213 218 231 282 850
1975 . 1,999 965 11,717 4,315 934 202 209 234 289 841
1979. 1950 970 11,742 4,455 941 198 210 235 298 847

lAdjoenmenna b-ad n figma from the Janoarv end April 1977 Tonal onnponed mployment Isno 10 percent to .o.nnt fo
labor for rarnes. Fo, man in Wialto-10.1 percet ofte- unpaid family -orkam who worked I-s thfan 15 hoot in th. ref
pored mPioyment; for women in ngriooltm-21 .7 pemnt; f*o, ann week.
men in nonagncultuml aneivitio-2 Pnwent; for women in non- Adiusted to nooloda employed p rsona order age 14.
eotdctual activinis-6.7 p-rant.

Unemployment rate rates adjusted to US. concepts for Italy. Since the Italian
The figure for the unemployed (adjusted to exclude labor force surney is conducted quarterly, no monthly esti-

those who worked in 1959-63) is divided by the adjusted mates of joblessness on the labor force survey basis are
labor force figure to arrive at Italian unemployment rates made.
compatible with U.S. concepts. The resulting rates for 1959
througha 1963 are about two-tenths of a percentage point
lower than the reported Italian unemployment rate (table UnemPloyment. Italy does not publish seasonally adjusted
B-22). For 1964-76, the adjusted unemployment rates are labor force data. For 1970 through 1976, B1S seasonally
one-tenth of a percentage point lower than the published adjusted the reported Italian unemployment figures; no
rates. Beginning in January 1977, however, the published adjustments for comparabilty with U.S. concepts have
Italian unemployment data are on the revised basis and are been made to these figures. Seasonal adjustment is by the
much higher than previously reported, The adjusted figures multiplicative version of the US. Bureau of the Census
are much lower thas the reported unemployment rates be- X-l I Variant, Method 11, seasonal adjustment program.
cause of the exclusion of a large number of inactive work- The unemployment data begioning in 1977 do re-
seekers. quire adjustment for comparability with U.S. concepts.

Annual average unemployment rates are calculated by After adjustment, the data have been seasonally adjusted
ISTAT as the average of the relevant data for January based on the previous year's seasonal factors. This assumes
AprIl, July, and October. The average for these four dates i' that seasonal factors based on the pre-1977 suvey results
not exactly representative of the calendar year; however, are applicable to the new, adjusted, survey results.
BLS has not adjusted these data to a calendar-year basis.

Qutaetly estimates Labor force. BLS seasonally adjusts the reported quarterly
Italian labor force data and then applies factors to adjust

BLS estimates seasonally adjusted unemployment the figures for comparability with US. defiaitions.
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Table B-22. Italy: Labor force data adjusted to U.S. oncepts. 1959-76

(Numben in rhouurd-)

Inm 1199] 1960 [ 1961 | 1962 196]3 1964 | 965 1966 1 1967

R ed Ibor fordcu abor. om.o 21 2-6 20.972 20992 20.629 20.137 20.026 19,717 192396 19.525
Li Cr mirv ..i....penre..tl 182 134 154 160 155 192 198 176 105
La: Employed pa

under p 14 262 271 236 1960 94 27 19 0 0
1-: Upaid ftitv worken

ot an work . 76 70 62 ' 38 58 21 19 237 231
Lat: Unpid f mily workon

t ,ork In than 16 hon . . 60 5I 41 27 62 66 76 60 49
Law: Unpaid fanito -otiorni

wke" at work Itea dra
16 on.. p206 3139 3130 3f 325 ('1 (1) (41 l4)

Pl: Uer.pnleidatp ...rrtont 
.

I.... ,I 12512 12189 1,149 1 064 1 9 1,015 969 963
Adjutd dcivili n la or for . .21,732 21.515 21.447 21.297 20.827 20.759 20.430 20,092 20,223

Roundd . .21.730 21.520 21,450 21,290 20630 20,760 20,430 20.090 20.220

Reported onorployrmet6 ,
.

. 1,117 936 710 611 504 549 714 759 679
a: Reportod un.mployed
who worked it rhe wont
wek .34 25 21 19 15 (4) n1- I-) (4)

Adod prd ...n.......1,063 911 689 593 489 549 714 759 679
Rounrdtd .1 .29i 910 690 5990 496 550 710 760 630

Urnwploywent rote Ipecntd
A.poblijhd .6.2 4.0 3.4 3.0 2.5 2.7 36 3.9 35
AdlutaedtoU.S cotpm t.. 5.0 3.8 3.2 28 24 2.8 325 3.8 324

1969 1 1963 i 1970 1 1971 1 1972 1 1973 1 1974 j 1975 j 1976

Reportd labor f.oe. 19,484 19,266 19,302 19.254 19,026 19,169 19,458 19.650 193858
La: C.r armllirvpe .norl. . 195 196 192 190 191 191 183 169 169
La: Employvd p ton-

uderage4..0 0 0 0 0 0 0 0 0
L: Unpaid fawito wonkon

not at w.k .. 23 217i 
2

19 218 221 232 217 u1 4 212
La: Urnpid fImilV worken

t lork 1 thaan 16 hour .60 51 35 61 44 50 46 39 36
La: Unpaid fInilyv "oionol

workere" a work 1e than
16 ho. .. (4 ) 1..) 1. ) (4( (4). (4) 14 14( () (4) (4)

Plot: Unrported np.ovmen.. 938 918 981 6SW 641 641 950 641 847
Adjuttd civilon labor f wo.r 2 f132 19,919 19,347 19565 1 9613 19.747 20.,062 20.269 29,436

Roondod. 20130 19.920 19,950 19870 19610 19.75 20,060 20.270 20.490

Reported unemployment' ,694 655 609 609 697 668 560 654 732
La: Reported un-mployed

who worked in thd rvey
week . (4) (0) (4) (0) (4( (41 (4) (4) (10

Adjound un-mplovd .684 655 609 609 697 666 560 654 732
Rourd d. 60 660 610 610 700 670 560 650 730

Unemplovmen rat (porent:
Au publihied .35 3 4 3 2 3 2 3 7 3 5 29 3 2 3.7
Adjutmd to U.S. ore pt.2 34 33 21 31 326 324 2.9 22 36
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Sweden

Sweden depended for many years on uoemploy-
ment statistics maintained by trade unions. From 1956
to mid-1974, however, the Swedish Labor Market Boned
used monthly statistics on registrations of the unemployed
at local unemployment offices. In July 1974, these
monthly counts were replaced by new statistics showing the
total volume of employment applications passing through
the employment offices. At the same time, the monthly
labor force sample survey, begun on a regular quarterly
basis in 1962 and on a monthly basis in 1970, was estab-
lished as the official source for Swedish unemployment
figures.

Unemployment

About 12,000 persons were interviewed in the quar-
terly surveys. The sample size of the monthly surveys is
currently 23,000 persons.

The unemployed consist of all persons (excluding
invalids and institutionalized persons) between the ages of
16 and 74 who were not at work in the survey week (un-
paid family workers who worked less than 15 hours in the
suvey week are considered not at work) who:

I. State they were looking for work (including per-
sons awaiting the results of previous applications)
within the past 60 days (counted from the last
day of the survey week), or

2. Were waiting to be sailed back to a job from
which they were laid off without pay; or

3. Were waiting to start a new job within 30 days; or
4. Would have looked for work except for being

temporarily ill.

Prior to 1970, all persons 14 years of age and over
Regis ereal aeeenployed. Prior to July 1974, registration s- were covered by the labor force surveys. However, data for
tistics comprised all persons registered as unemployed with these years were collected in such a way that revision to the
the employment of fies on the Monday in the week includ- new age limits of 16 to 74, instituted in 1970, could being the 15th of the month. The new employment applica- ade b edish au
tion statistics, introduced in July 1974, represent the first Tmhe b1967 revis onut of the US, definiti b uht
phase of a coordinated statistical inform ation system cover- them closer to the Swedish definitions. Under the revised
ing employment applications, job vacancies, and labor U.S. definitions, a person must have engaged in some speci-
market policy measures. This system s intended to form fic jobseeking activity within the past 4 weeks to be counted
the basis for planning activities at ali levels of the employ- as unemployed. Poor to the revisions, there had been no
ment service organization. specific question concemnig methods of seeking work. In

The new statistics cover all persons who file employ- the Swedish su vey there is a specific question-"In what
ment applications at the employment offices, whether un- way did you seek work?"-which is partially a check onemployed or not. They show for each month the total the earlier question- "Were you looking for work?" This is
inflow and outflow of applicants, the number of individuals quite similar to the cuarent U.S. procedure. However, the
transferring to retraining programs or public works projects, tise limit in the Swedish suvey is 60 days rather than the
and the number of applicants remaining on the registers at 4-week period specified in the U.S. survey.
the end of each month. Statistics on registered insured un-employment are also available. These figures comprise As so the United States, discouraged workers areregistrants for unemployment benefits by members of classified as not in the labor force in Sweden.

3
' Until 1976,unemployment insurance funds established by trade Sweden collected data on discouraged workers by askingunions. About two-thirds of the labor force belong to these the question: "Would you have looked for work if youfunds. Statistics on applications at employment offices and believed suitable work was available so your area?" In 1976,on insured unemployment are published monthly by the the phrasing of the question was changed, and the follow-National Labor Market Board in Arbetsmarknssasstatistik in g three questions are now asked of persons not in the(Labor Market Statstics). labor force: "Would you have liked to have worked last

week?" "Were you prevented from working last week?"Labor force surreys. Since 1959, the Swedish Central and "Why were you prevented from working last week?"
Bureau of Statistics has made sample surveys of the labor In the United States, the questioning procedure relating to
force which are closely comparable in concepts and defini- discouraged workers is similar to that now used in Sweden.
tions to the U.S. survey. The 1959 surveys, conducted In the Swedish survey, students seeking work and
in May and November, were experimental. Two more were currently available for work ar e supposed so be classified
made in 1960 and tsree more in 1961. Prom 1962 through as unemployed, i~e., the classification used in the U.S. sur-
1969, quarterly surveys were conducted in February, May, vey for sash persons. However, a problem in enumerating
August, sad November. Beginning in 1970, murveys have * unemployed students arises from the fact that there is no
been made on a monthly basis. The surveys are conducted specific test of cunaen availability for work in the Swedish
by telephone interview sod relate to the week including questiounaire. In practice, therefore, the interviewers are
the 15th of the month. Results are published monthly by
the Central Bureau of Statistics in Arbetrakafauesder- 5

1
4
In Sweden, di-sansae n fessed tn so the histse

soknsbgen (The Labor Force Survey). aneplaysd.
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instructed to consider full-time students as unavailable for
work except during school vacations in order that a student
seeking work during the school term, but available for work
only during school vacation, would be excluded from the
unemployed count-the same practice as in the United
States. This practice, however, results in the classification
of Swedish students seeking past-time work after school
hours as not in the labor force. In the United States, they
would be regarded as unemployed.

In Sweden, "active labor market" policies are highly
developed and provide a comprehensive system of institu-
tions for training and retraining. Persons who are given a
wage or salary payment while receiving on-thejob training
or attending courses at the request of the employer are
classified as employed in the Swedish labor force survey.
This is the practice followed in the United States. Unlike
the United States, however, Sweden classifies as "not in
the labor force" persons receiving government-sponsored
vocational training or retraining without wage or salary
payment. Such persons generally would be regarded as
unemployed in the United States.

Method of adjustment. No adjustments have been made in
the Swedish unemployed count as measured by the labor
force surveys. It is not necessary to add figures for unem-
ployed persons age 75 and over since unemployment
among such persons is negligible.

No adjustment has been made for students seeking
work during the school term. Data derived from the new
questions on discouraged workers indicate that the number
of such students is small. The number of students who
would have liked a job and who were currently available for
work during the survey week averaged about 4,000 in 1976.
However, this represents an upper Emnit of the possible
number of unemployed students who should be added be-
cause not all of these students were actively seeking work.
Even at the upper limit, the resulting increase in the un-
employment rate would be only about one-tenth of I per-
cent.

No adjustment could be made for the more lengthy
period allowed for jobseeking activities in Sweden-60 days
as opposed to the 4-week period specified in the U.S. sur-
vey. The longer period allowed in Sweden undoubtedly
results in some upward bias in the Swedish unemployment
data when compared with U.S. figures.

No adjustment could be made for the classification
of persons in govemment-sponsored institutional training
programs as outside the labor force rather than unemployed.
The monthly average number of persons in training for
labor market reasons rose continuously from 8,100 in 1961
to 46,000 in 1973. then moved downward to 36,000 in
1975. However, anl such persons would not be regarded as
unemployed under U.S. concepts. For example, some
Swedish training programs for youth are similar to the U.S.
Job Corps program. Participants in the Job Corps are cnn-
sidered as not in the labor force. Also, an unknown number

of persons in the Swedish training programs receive a wage
or salary in connection with on-thejob training. These
persons are counted as employed in both Sweden and the
United States.

Inclusion of all persons in Swedish training and re-
training programs in the unemployed count would raise the
comparative Swedish rate by two-tenths of a percentage
point in 1961 (from 1.5 to 1.7) and by 1.1 percentage
points in 1973 (from 2.5 to 3.6). These figures, of course,
represent the outer limits of the probable effect of reclassi-
fying these persons according to the US. method. The ef-
fect is much smaller if we focus only upon special retrain-
ing programs for persons previously unemployed. There
were 4,700 persons in such courses in 1961 and 17,100
in 1973. Addition of these persons to the unemployed
count would raise the Swedish rate by one-tenth of a per-
centage point in 1961 and four-tenths of a percentage point
in 1973.

Labor force

The labor force figures used in Sweden include career
military personnel. The civilian labor force is used in US.
calculations of unemployment rates. Therefore, adjust-
ments are made to the reported Swedish labor force to
eliminate the career military (about 18000 persons). Data
on career military personnel are obtained from Swedish
population censuses. A small adjustment is also made to in-
dude in the labor force persons age 75 and older. Data on
these persons were available from the quarterly surveys
conducted in the 1961.69 period. From 1970 onward,
these data are derived from special tabulations.

Unemployment eate

The published Swedish unemployment rate is calcu-
lated by dividing the unemployed by the total labor force
aged 16 to 74. The adjusted rate is computed by dividing
the unemployed by the civilian labor force, adjusted to
include those 75 years old and over and to exclude career
military personnel. The effects of the adjustments are so
small that the reported and adjusted rates are identical
in most years (table B-23).

Quarterly and monthly estimanes

The Bureau of Labor Statistics calculates seasonally
adjusted unemployment rates adjusted to US. concepts
for Sweden. The method used to make these estimates is
as follows:

Unemployment. Since the Swedish labor force survey con-
oept of unemployment is quite similar to that of the US.,
no adjustment is made for comparability. BIS uses the
Central Bureau of Statistics' (SCB) seasonally adjusted un-
employment series. The SCB seasonally adjusts using the
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Table B-23. Sweden: Labor force daea adjusted to U.S. contepns, 1961-76

(Numbers in thousnds)

I.. m| 1961 | 1962 | 1963 ] 1964] |965 | 1966 | 18ii7 1 19

Registerd unemployed ..........................
Ragisnasd insured unemployed .....................

Percent of total insurd .......................

Labor force sumey data:

Reported labor force:'
Age 14 and abooe ..........................
Age 16 Io 74 .............................
Age 14 end lb ............................
Age 75 and er ...........................

L.bor foce age IS and over .......................
Le#: Career militery ponnel ...................
Adjuned ioiian tabor force ....................

Repored unemployed:
Ag3 16to 74 .............................

Reported umneploymen-t tte
(Percent)
Ap 16to.74 .. .. .. .. .. .. .. .. .. .. .. .. .. ...

Adjusted unemployment rate
pcentl

0
...............................

Regnstnred unemployed ..........................
Reristered inwred unemployed .....................

Percent of total inred .......................

Labor torue suetv dart:

Reported labor force
Age 14 and ebote ..........................
Age 16 Ito 74 .............................
Age 14 nd 15 ............................
Age 75 and -r3 ...........................

Labor force ege 16 and o ..er ... ............
Len: Carter miitary pernonnel ...................
Adjusted oivlion labor force ... ............

Reported unemployed:
Age 16 to74 .............................

Reported unemployment eate
percent)
Age 16to 74 ............................

Adjusted unemployment rate
(penentl

4
..............................

'Beginning January 1970. the ag lieits of the Swedish labor
force surny inert rinised to -cer persono age 16to 74. Pre-ioudIy
persons age 14 and abone were onoered. A renised sorie f dta brck
to 1962 basd on the new age limies has been published by Swedish
authoritie s

'Only thre- someys onre conducted in 1961. The..foe, the
anenge fig-res fun the three su-eys hees been adrosted slightIly
(baed on ratios obtained frem the 1962 sumeys) to nemwperte
for the misting Febs-er date.

21.0
16.6

1.2

23 670
2.6902

54
24

32516
18

3.596

52s

1.A

23.3 24.5
185 20.1
1.3 1A

3.676

4624

3.700
18

3.682

54

1.5

1.5

2,S12
3.749

42
22

32771
18

3.753

63

1.7

1.7

21.2
17.0

1.1

3.779
3.710

49
20

3,730
15

23711

57

16

Is

20.0
16.6

1.1

3.796
3.78

20

3,758

3.739

44

1.2

1.2

26.71 35.9
22-2 298.

1.4 '-.7

3,847 3.817
3,192 3,774

34 27
21 16

32813 3.790
19 19

3.794 3,771

59 79

1.6

1.6

2.1

2.1

40.1
33.4

2.0

35567
32522

27
18

3M840
18

32822

85

2.2

2.2

1969 1 1970 1 1971 1 1972 1 1973 1 1974 1 1975 11976

360 .5 59.5 69.0 65.2
20.9 20.5 4523 48.2 460 39.0

1.7 1.5 2.0 2.0 1.9 1.5

32877

3'840
123

3,854

31836

72

1.9

1.9

3,912

14

32927
18

3.909

59

1.5

1.5

3.961

12

3.973
18

3.955

101

2.5

2.6

3.969

12

3'981
18

3.963

107

2.7

2.7

3.977

12

3.989

31872

98

2.5

2.5

4.043

12

4.055
18

4.037

80

2.0

2.0

6.7 32.7
1.4 1.2

4.129

12

4,141

4.123

67

1.6

1.6

4,155

12

4,167
19

4.149

66

1.6

1.6

3Labor force age 14 and above minus labor forI age 16 to 74
end labor force age 14 and 15 for 196169. figoret on p-arsns
75 year old and aver were published in pepie1 tabolations tor 1970
and 1971. The 1971 figure is being used fon 1972 end later year
until spiniel tabulations for those yeur become anailable.

Reported pnemponment ag9 16 to 74 es peroent of adjusted

niuilion lebon force. The number of unemployed peons ge 75 and
ifr isnesigible.

multiplicative version of the SA-4 program of the Swedish
Institute of Economic Research. This series is published in
the SCB monthly, Arbetskraftsundersoknirgen. The SCB
revises its seasonally adjusted series when full-year data are
available.

Laborforce. Swedish labor force data require a small ad-
justment for comparabidity to U.S. definitions. The ratio
of aonuat average labor force adjusted to US. concepts to
annual aveeage "as published" labor force is applied to
seasonally adjusted monthly labor force data. The SCB does
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not publish a seasonally adjusted labor force series; there- The previous year's seasonal factors are applied to current
fore, BLS seasonally adjusts the Swedish labor force using data until the full year's experience can be incorporated
the multiplicative version of the US. Bureau of the Census into the seasonal adjustment program.
X-l1 Variant, Method nI, seasonal adjustment program.
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English Tranststlh5vf Swedish Labor Force Survey Questionnaire

1. Did you .do any paid work last week?

(week . i. e . . ) ?

2. We will include paid work and work in your own business (farmers

included) or freelance work. even if it did not take more than an hour.

Did you do any work of this kind last week (................. ) ?

3. How did you spend most of last week? Were you running your own

home (studying) or doing something else?

AH = Running your own home

ST =Studying

i = Miscellaneous

FR =Temporarily absent from work

So = Looking for work

VPL = Military service

IA = Admitted for institutional treatment

LS = Chronically ill or an invalid

4. Has any member of your family (Has your husband or any other

member of your family) whom you live with a business of his/her

own (including a farm) or a freelance type of Job?

5. Did you do any work in his/her business last week ( .............

without being paid money for it?
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English Trasltain of Swedish Labor Force Sxvry Onnionneii

6. How many hours did you work last week (.................... ) ?

Include any overtime. as well as extra work or an extra job.

7. Are you employed even though you did not do any paid work last week?

Or are you self-employed (including farmers) or a freelance?

8. Were you looking for work last week (.

.............. ......)

9. Why were you away from work last week (.................... )?

1 = ill

2 = on holiday

3 = on military service

4 = industrial dispute

5 = leave of absence or some other reason

6 = temporarily laid off without pay

7 = waiting to start a new job within 30 days

10. In what way did you look for work?

Af = Employment Service

Ag = employer

An = advertisement (s)

O = some other way (s)

11. How many weeks have you been looking for work (or laid off)?

12. Do you belong to an approved unemployment benefit society?

13A. Who was your main employer last week

(when you were last employed)?

13B. Is the firm a limited company?
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English Translation of Swedish Labor Force Survey Questionnaire

14. What is the main line of business (production) of the firm (work-place)?

15A. What was your main work last week (when you were last employed)?

15B. In what occupation would you class this work?

16. Last week (when you were last employed), did you work as ...

1. a self-employed person

2. an employee

3. a member of the family, helping without being paid money

17. Did you have any employees?

18. Were you employed by

3. state/national authorities

4. municipal/local authorities or

5. a private employer?

19. Last week, then, you worked for ..... ..... hours.

Would you have liked more work?

20. Could you have taken on more work last week?

21. How many hours would you have liked to have worked altogether

last week (. )?

22. How many hours do you normally put in every week at your job

(IF MORE THAN ONE/OM FLERA: at your jobs)?

23. Why did you work less than 35 hours last week?

24. Why do you usually work less than 35 hours per week?
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Englih Translation of Swedish Labor Force Surey Questionnaire

25. Why did you work less than 35 hours last week and not any other week?

01 Not enough work to be had, factory/machinery being repaired,

shortage of materials, production reduced

02 Busy looking after the home and family

03 III myself

04 Studying

05 Full working week less than 35 hours

06 Leave of absence or some other reason

07 Do not want to work full time

08 Left a job or started a new one during the week

09 On holiday

10 Bad weather

11 Industrial dispute

26. How many hours do you normally put in every week at your job

(IF MORE THAN ONE/OM FLERA: at your jobs)?

27. Why do you usually work less than 35 hours per week?

1. Not enough work to be had, factory/machinery being repaired,

shortage of materials, production reduced

2. Busy looking after the home and family

3. III myself

4. Studying

5. Full working week less than 35 hours

6. Other reason(s)

7. Do not want to work full time

28. Would you have liked to have had work last week (............... ?

29. Could you have taken on work last week. or were you prevented

from doing so?
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English Translation of Swedish Labor Force Survey Questionnaire

30. What was your main reason for not being gainfully employed last

week or for not applying for gainful employment?

1 No suitable job opportunities in the area

2 Person interviewed rates his/her chances of obtaining

employment as small

3 Other reason(s)

31. What was your main reason for being unable to take on work last week?

4 Nobody to look after the children

S Too busy with housework and/or with nursing in the family

6 Busy studying

7 ni or temporarily admitted for institutional care

8 Other reason(s)

32. How many hours would you have liked to have worked last week?

33. Have you ever applied for work, and if so, when?

34. When did you last apply for work?

35. How many hours would you have liked to have worked last week?

37. One can start looking for a job immediately after leaving another job,

or one may wish to start working again after a period without work.

- How did you start to look for work? "Immediately" here means

not more than one month?
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Engish Trandation of Soudid Labor Force Surey Ouustliona

38. Did you leave your job in connection with personnel or production

cuts, because the work you were engaged for was completed or for

some other reason?

1 Personnel or production cut

2 Work completed

3 Reasons of health (Including early retirement)

4 Child care, housework

5 Studies

6 Retirement

7 Removal to another area

S Other reason(s)

39. What is your marital status?

I Married

2 Unmarried

3 Formerly married (widow. widower, divorced)

40. Have you any children living at home who are under 17?

a. How many?

b. How old are they?

A. We shall be coming back for an interview in ....... (month). Can we then

a. get In touch with you via the same telephone number?

(IF YOUR PHONE NUMBER WILL BE DIFFERENT/OM NYTT
TELEFON NUMMER):

- Will you also be changing your address?

- What will your new address be?

b. get in touch with you by phone?

(IF SO/OM JA):

- What will your phone number be?

- Will you still have the same address in ...... (month)?

(IF NOT/OM NEJ):

- What will your new address be?

B. When do you think We will be likeliest to find you at home?
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Appendix C. Methods of Adjustment by Age and Sex

The adjusted unemployment rates by age and sex
(chapter 3) are less reliable than the overall adjusted unem-
ployment rates. Whereas adjustments made to the overall
unemployment rates were based on published statistics gen-
erally available each year, adjustments by age and sex were
often partially estimated on the basis of data for years
other than those studied. For example, career military per.
sonnel and unpaid family workers working less than 15
hours a week had to be excluded from the labor form in
most countries for comparability with US. data. Such ad-
justments by age group for France and Italy were based on
age distributions from the 1960 labor force survey coordi-
nated by the Statistical Office of the European Communi-
ties. (See appendix E.) For Japan, age distributions of career
military personnel were taken from the 1965 census.

The following sections present descriptions of the
methods of deriving comparative data by age and sex in the
nine countries studied.' Since the methods used in 1968,
1970, and 1974-76 were identical, tables are shown only
for the 1968 adjustments (1971 for Great Britain).

Canada

Prior to the 1976 revision in the Canadian survey,
data were published with a lower age limit of 14. Separate
data were published on 14-year-olds, however, and they
have been excluded. The figures for 1968 and 1970 from
the old Canadian survey significantly understated female
unemployment and overstated male unemployment. Sta-
tistics Canada prepared a revised series for 1968 and 1970,
but did not show all detailed age breakdowns. For 1974,
figures for all age groups adjusted to the new survey con-
cepts, which are comparable with US. statistics, were
available. For comparison, 1968, 1970, and 1974 figures
based on both the old and new surveys are shown.

Australia

No adjustments were made for Australia, since the
regularly published data are regarded as comparable with
US. statistics.

ISee appendix B for detailed desciptions of the methods uned
to adjut ealh -otry's ovests ieemptoymet rate to U.S. on-
septs. This appeudi. relates to additior estimatesat thave been
made to derive momploynent rMtes by age and s.

Japan

The reported Japanese labor force includes career
military personnel and unpaid famidy workers working less
than 15 hours. The age distribution of the career military
labor force was based on the 1965 census age distribution
of protective service workers, of which the national defense
force is a part. The age and sex distribution of unpaid family
workers working less than 15 hours was based on the ratios
for all unpaid family workers. The published unemployed
figures do not require adjustment. The adjusted unemploy-
ment rates by age and sex for Japan are virtually the same
us the rates based on published data (table C-I).

France

Both the labor force and the number unemployed
require adjustment to U.S. concepts (table C-2). The re-
ported labor force in the French labor force surveys in-
eludes career military and military contingents. Separate
totals for these groups are shown by sex in the survey but
are not broken down by age. Age distributions, therefore,
were assumed to be the same us in the 1960 survey coordi-
nated by the Statistical Office of the European Communi-
ties. A further adjustment needs to be made to include per-
sons living in collective households, such us hotels. which
are not within the scope of the survey. (See appendix B.)
Such persons are assumed to be employed and to have the
same age distribution as the surveyed labor force. After sub-
tracting career military and military contingents and adding
an estimate of the civilian labor force not covered by the
surveys, the resulting civilian labor force is not entirely
compatible with US. concepts because it include unpaid
family workers not at work or working less than 15 hours
during the week, persons reporting themselves us employed
but who were not at work because of "durable reasons"
(spersonal convenience or the nature of the job), unemployed
persons who had not commenced seeking work or are not
currently available for work, and 15-year-olds. Data are
available by sex for all of the above Items except persons
not currently available for work. Such persons were dis-
tributed by sex according to the same proportions as un-
employed persons who had not commenced seeking work.
Data by age are not separately available for any of these
items except 15-year-olds. Therefore, adjustment by age
for the other items is made by dividing each age-sex group
of the reported civilian labor force by the overall male and
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Table C-. Jap Laborforerend MO unPlYent adjustdo U.S. concepts, byage ndsax,198i I.j

fanm s in -- thoua__

Total

Eosm snnn 15 Yrn IS to 19 20 to 24 25 to 54 55 Ys
end o-, va.n Yar ver- and over

LA fino

Both ane .50t01 3950 71230 32.060 7.360
Loss, Ctnermilivy pnonnel ' 240 20 40 t1O 20
Le: Ursod fenoily worken

ortingstth.ln Ii Shoon 690 40 60 450 130
AMustad oMli- Wnor *ore 496B80 3.900 7.130 31.450 7.210

Male. 30,s50 1200 3.910 19.90o 4.790
Loss: C 1are orlly tensonnslW 240 20 40 160 20
Less: Unwed lfami lworekn

oorking es thes 15 hou
2

120 20 20 60 10
Adinted otlin r t on f. . 30-20 t g40 35so 29B80 4,760

F..oe 20,030 2390 3,320 12.140 2.580
Len: Urptid 4sn ily workr n

working le then Is hoonts 560 20 40 390 110
Adjuotodoicili b . 1 .. 29.470 1970 3.280 11.750 2,470

Bosh ee.. . 590 90 130 30o 90
M ................... . 370 50 70 190 70
Fesie.. 230 40 60 110 20

UWepret ateesnt)

Adjusted to US. -000r.:
Both W ..es .. 12 2.3 1 s 1.0 1.2
Male .... ............ 1.2 2.6 12 a 10 I
F" na .1.2 20 1a .9 8

As publishOd
Both . . 1.2 2.3 1.3 s 1.2
M.le. 1. 2 13 10 1.5
F .ale.1 1 20 1o I9 8

1
Ag. distribution of coresr riilitery penonnh bhsed en 1965

ronoos age dirbution of pnotectn soe worken.
2
Bad on age dinlis.ton0 of eI untid lnily workn.

NOTE: Bessose of rooding, nobtotls .oY not odd to hotels.

female ratios of reported to adjusted civilian labor force 16
years of age and over.

The reported unemployment figures for France include
persons who did some work but were looking for other jobs
In the survey week, persons who had not began to seek
work or were not currently available for work, and I5-year-
olds. These persons should be excluded for comparability
with U.S. concepts. On the other hand, the French unem-
ployed count does not include persons who stated they
were employed but who did no work at all during the sur-
vey week because of partial unemployment or slack work
or because they were either waiting to stiat a new job or
left their previos employment. Such persons should be
included for comparability with US. concepts. Breakdowns
by age are not available for the above items; however, sex
breakdowns are available except for those persons not
currently available for work, discussed bove. The number
of unemployed 15-year-olds is estimated by assuming they
bave the same unemployment aet as all teenagers 15 to
19 years of age. Adjustments by age for the other differ-
ences are then made by dividing the reported number un-

SOURCE: A .n.Ia Reporp on the Labo-r FonY Surry, 1975
ITokVo. Offoe of the Priws Minine, .Basss f Of Ssetirs) nd
BLS adijunnonts.

employed in each age-sex group by the overall male and
female ratios of reported to adjusted unemployed 16 years
of age and over.

The resulting adjusted unemployment rates for males
are only slightly lower than the figures based on the re-
ported survey data. For females, however, the downward
adjustment is considerable. This is because reported female
unemployment contains a high proportion of the number
of persons who had not yet commenced seeking work or
were not currently available for work (table C-2).

Germany

The Gemman labor force as reported in the April
Microcensus includes career military personnel, unpaid
family workers working less than 15 hours, and 14-year-
olds. These groups must be excluded for comparability
with US. statistics. All career military personnel in Ger-
many are males and their age distribution can be deter-
mined from published age distributions of the labor force
including and excluding the career military. The number of
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Table C-2. France: Labor force and unemployment adjusted to U.S. concepts, by age and Sex, March 1968
(Nurb.e in thousa-dl

Employment atnt. 15 years 16 vears 16 to 19 2i to 24 25 to 54 55 var.
Md over sod over yer. Vyr veers ad oter

Labor folcs

Bothor seu .. 21 20.972 1559 2.516 12845 4,052Lna: Crrr militay ptsnouol. 2 265 1 20 231 13Plus: Labor fotes eot arnoeyd 
5500 0 0 3 0 67 3 1 2 9 0

Ciilian laberforoe 21204 21207 1 S6S 2863 129296 4.129Adjusted o U.S.o e . .. 20.958 20.561 1 560 2S513 12.728 4.061
Mie. 13.133 13.064 687 1.279 8.433 2.496L: Care.ermiltary pernoosl 

2 2
8 

2 28 I
is 

20 1 10

Piod: Labor fobe not 'rvoytd2. 310 310 17 34 203 55af llise ltbor fo.e. 13216 13,146 883 1.297 8.435 2.531Adjusted to U5S cooorpa' .. . 13,137 13068 878 1.2P9 8BPS 2.516
Famel ... . ............... 7.937 7,909 692 1,237 4.413 1,566Les: Carnm retltv apsrsoneel

t
. 37 37 - 4 30 3Pl.: Lebor foton not uroaevd. 190 190 13 33 109 35

Callitn labor ores. . 800 B.062 705 1b266 4.492 16598Adjusted to U.S. coeept 73822 7.794 682 1224 4343 16545
Ueteoveytrd

Buth uex .656 648 141 II 294 103Adjusted to UV.S. oouep's
4

530 523 114 69 233 66
Ma.. 269 265 60 41 105 58Adjuned to U.S. uoo.ept

4
. 250 246 56 32 97 54

Fe.mae.0 387 325 el 70 189 45Adjusted to U.S. roriept
4
. 280 277 56 50 136 32

Unamployoeet t ta (perosnt)

Adjusted to U.S. roncepts:
Both .... . 25 25 7,3 3.5 15 2.1Male . . 1.9 1 9 6.4 2.9 1.2 2.1Femae. . 3.6 36 8.5 4.1 3.1 2.1

A. published:
Both tt... .............. 3.1 3.1 60 4.4 2.3 2.5Mae.. . 2.1 20 6S5 3.2 1.2 2.3Ftet . 4 495.7 4.3 2.9

AG. distribution bSed on figus frmo 1960 EEC labor fore- worked durlng the wrvey wek. hbad not eomeneed sking work
wrv. vor were Mot ameondy neliable for work, ted to irmludd peraaAen distribtuon based on propotions hrm srveyed labor force dolsifid as empioYd who wore o ats work owing to tha stan or
by age cnesation of s lob or sack work. Figures for thtae djusmeer areAdjusted to .-dude unpeld femily worker not t work or available lo total ind by -s but not by a. Therefo, ths edjuntdworking lan the. 15 hars; nrployed pansot. not a work for "duro figures by agp group en derld by diidding the reported enub
able reo; sd u.onsloVed persot who haoe nout ummenoed uettployvd In eoh ag-o group by the overall male d fses-eking work or eM na outrady eveailIal for mrk. Figrunr on atls of rpnted to adjuted unemptoved ag 16 amd over irea:
thsn eurlusiom orel aiable In total end by eo, but not by a.e 107.72; fnrw: 138.99).
Thltemore. the adjusted figures by age group sre donved by dividinog
neoh ag-too group of oilyIen oboe forno by the overall maie cnd SOURCE: Eoquera Su, L 'EmPlol de 196 , 1968c Ro, ltetalfemale retas of reported toedusti edcivilian labor foCe for 1-year- deaorteh Pt, isl otltut National de 1 Srtisftqos W de Etades
old. and over (de: 100.60; female: 103M4). Econ-hlomnl amd BLS admj nao.

4Adjusted to. e.lude pernso dasifid as uenpmoyed who

unpaid family workers workiug less than IS hours is pub- clude 14-year-olds. The distribution of unemployed by age
lished by sex. No age distributions are pubbshed, however. wai not published as such by Germany in 1968, but can
Therefore, it was assumed that the age distribution of un- be derived by subtracting data on the employed by age
paid family worker. who worked less than 15 hours wma the and seX from data on the labor force by age sod mx. The
some as that for all unpaid family workers. Separate data number of 14-year-olds in the unemployed count Is ob-
on 14-year-olds by sex are avaiable from the Microcensus tained in this manner. Unemployment has been reported
results. by age in more recent years.

Microcensus unemployment is adjusted only to ex-
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The resulting adjusted unemployment rates for Ger-
many by age and sex are identical to or only one-tenth of
a percentage point higher than the rares based on the pub-
lished data (table C-3).

Great Britain

Adjusted figures by age and sex for Great Britain
could be reliably prepared for 1971, the year of the first
General Household Surrey, and later years. The regularly
published British data ae from registered unemployment
statistics rather than a labor force sutrey. Data on registered
unemployed persons are particularly weak for comparisons
of youth unemployment, since a high proportion of unem-
ployed youths are new entrants to the labor force. Such
persons we generally not eligible to collect unemployment
benefits and are, therefore, much less likely to register with
employment offices than the experienced unemployed.
Many unemployed women also do not register in Great

Britain. The method of adjustment of the British data by
age and sex is based, therefore, on the General Household
Surveys (GHS) which cover the labor force groups generally
excluded from registration statistics.

Figures on the labor force cnd unemployed were re-
ported by age and sex in the 1971 GHS, but were not in-
flated to universe levels-ie., levels representing the entire
country. In table C4, all data shown we representative of
the entire country. Reported figures on employees, self-
employed, and registered unemployed have been aug-
mented by adding the estimated number of unregistered un-
employed. An estimate of the overcount in the reported
figures on employees has been subtracted. (See appendix B
for details.) The resulting adjusted civilian labor force,
broken down snto its male and female components, was
then distributed by age according to the age-sex distribu-
tdon of the civitran labor force (unadjusted to U.S. con-
cepts) from the 1971 GHS. The GHS did not report data
for the age groups 15-19 and 20-24;aistead,firgures forage

Table C-3. Germany: Labor force and unemployment adnusted to U.S. concepts, by age and ses, April 1968

~Mb.-- in .ou.-nr.

Total

EmPlo-ncnn status 14 year- 15 Year 15 to 19 20 to 24 25 o 54 55 Vea.s
and over and oer yars Year, Years and acer

Latbr fame

Roth s.eas 26,766 26,719 2,487 2,705 16.343 5.186
Les Car-r miliarv peonel

t
. 485 485 32 169 282 2

Las Unreid fmily workers
w..king las than 15 hour2 68 68 4 3 40 22

Adjusad ciciltan labor orc . 26,213 26.166 2,451 2,533 16,021 5.162

Mob . 7 1757 17,131 1.309 1.556 105795 3.472
Les: Car-er military peroell. 485 485 32 169 282 2
Less UnPaid family workers

workin les the 5lhou .2 . 1 11 2 1 4 4
Adued civilian labor orte .. 16.661 16.635 1.275 12386 10.509 3.466

Female .9809 9.588 1,178 1,149 5s48 1,715
Less anpaid family workers

working less shoe 15 hours' 57 57 2 2 36 1i
Adiusted civilian labor fae. 9s552 9,531 1.176 1,147 5,512 1,697

Un.m-ipoyd

Bath roo.. 412 382 94 36 171 81
Male .................... 229 213 47 18 92 56
F.male 183 169 47 18 79 25

Uterioy0mat t e(Pesslt)

Adjusted to U.S anceps
Ba0h se.e. , 1.6 1 5 358 1 4 1.1 1.6
Male ................... IA 123 3.7 1.3 9 1.6
Female 1.9 1a 4.0 1.6 1.4 1.5

As published
Bath seo.s. 1.5 I4 3s 1.3 1.0 1.6
Male. 1.3 1.2 3fi 1.2 .9 16
Female. 19 15 4.6 1.6 14 1.5

IAg disribrsin danced frm age dinributIons of Iabor force
including and uecluding career military paronel.

'Br4ad on .a distribution of all unprid ftily mortkr In
APrd 1968.

NOTE: B.e.a. of aunding, ubttals may not add to ttals.

8OURCE: Haprfeebni- do, Aadaaite-ed Sulatlealrltk 1B68
IBonn, Cer BundeminiotIr Fur Atbait und Salalordnunal. Srleo-
rdlr tAbhrouch fD, Die Duchbnd 1969 (Wib-
bader, Satiache Bandesmt July 1889), nd 6LS edjuinmeens.
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Table C4. Great Britain: Labor force and enurnplwMynent adusted to U.S. concept, by ap and sex, 1971
lNuibon in Itou-tndt)

Total r ltt 19 20 to 24 25 to 4 65 V a n
Employmeot status F 1dvee I , Yand 25 o I4
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ± s d owen _ _ _ _ _ _ _ _ I _ _ _ _ _ _ _ _

Bosh seXes:
Employeesi ao -ployisst 21.554 _ _

Plus Self otmloytd 1B.49 - - - -

Plus Reginstd unomploydl 758 _ _ -
Less: Nat o-tero ..t 295 _ _
Plus: Unreginerasd u-eroyod. 157 _ -_

Adjusted citiliutn Itot foe ... 24.022 2.27S 2.731 14,477 4.539

Round.d 24,020 2280 2,730 14,490 4,540

Male:
Employees in oploypnet 132376 - - _

Plus: Self em.ploytd 1,477 _ - -

Plus Registed onodployedl, 6
40

_ _ _
Less: Net ovount 254 _ -_
Pl- Utrgiad unt-ployed. -63 - - -

Adjusted dvilia hbor fot.
1

... 15,176 1,214 1669 9.257 3,035
Rotndod .15,180 1210 1.670 9,260 3,040

FPrroale:
Employeet In tploymet 8,178 - - -

Plus: Self employed 271 - _ _. 3
Plus: Registeredu- mployed

t 119
_

Less: Not ovroont.. . 41 _ _ _
Plus: Utretiste-d unetployed. 220 _- -

Adjusted oiviliet Ibo, florce.... 8B847 1,062 1,062 5.220 1,5(4
Roodd 9B..8,50 1B60 10560 5,220 1 500

Umtmploytd

Both Noes

Registered unmployedl 758 _- -
Plus: Tempoorily bid off . 1 _ _
Plus: Ungistd nuntployed .. 157 - - _

Adjusd unto mployed 9
.

26 156 133 478 160
Rordtd .82930 160 130 480 160

Registered uot-ployedl 640 _ - -
Plus: Tmpornily laid off... 10 _
Plus: Urretistaed uneoploped -63 - - _

Adjusted unomployeId. 587 88 82 288 129
Rondtd d..90 90 60 290 130

Registered uoop.doyed. 119 - - _
Pbs: Tempoerily lid off .. .. I
Plus: Unntgiseed unoployed. 220 - - -

Adjusted uomployed ..... 2 340 68 51 190 31
Round d. 340 70 60 190 30

Usesoplepattst rate, (Intl

Adjusted to U.S. col- pts:
Both zso.a. 39 7i0 4.8 3.3 3.5

' Mle. . 9 7A 4B 3.1 4.3

FP.ti.28 3B 6.6 4.7 3.6 2.0

'Inciudes tdull stodoonn SOURCE. The Geretl HouWhold S-/e: Introductory Aseon

'Distributtd by agp zoording to he 1971 Geral HouehoId (London, Office of Populttion Ceus snd Sumays, Soocal SurvY

Suaty. Det for IS- to 1yearsldo and 20- to 24-yesr-old re DiOil end 5BLS edjustntt.

setimated by otilizaio the 1971 Population C-o Th. GHS r-

perted dafr IS to- t17-yrolds end IS- to 24-year-old.
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groups 15-17 and 18-24 were reported. The number of 18-
and 19-year-olds in the 18-24 category was estimated by
utilizing proportions of the labor force by age and sex
from the 1971 population census. For 1973 sad 1974, no
breakdown of the 16-24 age group was made because of the
lack of relevant data. It should be noted that the lower age
limit for British statistics was raised ftom 15 to 16 in 1973.

The registered unemployed figures were adjusted to
U.S. concepts by sex by adding the unregistered unemployed
and persons on temporary layoff. The resulting figures, by
sex, were then distributed by age according to the age-sex
distribution of the unemployed (unadjusted to US. con-
cepts) from the 1971 GHS, supplemented by the 1971
population census. Data on unemployment by age and sex
as measured by the population census (persons "out of
employment") were used to estimate the number of un-
employed 18- and 19-year-olds in the 18-24 age group
(table C-4).

Italy

Italian labor force data by age and sex could not be
reliably adjusted io US. concepts. Therefore, only published

age and sex breakdowns were shown for Italy in chapter 3.
It is not known how well these published breakdowns
approximate US. concepts. The figures exclude persons
who were sctively seeking work but who did not report
themselves as unemployed. On the other hand, they include
a large number of persons who took no active steps to find
work in the past 30 days.

Sweden

The reported Swedish labor force includes career
military personnel. In addition, in 1968 the labor force
included 14. and 15-year-olds; in 1970 and subsequent
years 14- and 15-year-olds were excluded but persons 75
years old and over were also excluded. The age distribution
of the career militaty was based on a special survey con-
ducted in Sweden in February 1964. Data on 14- and
15-year-olds for 1968 were provided by the National Cen-
tral Bureau of Statistics in unpublished tabulations. For
those 75 years old and over, figures are published once a
year in the labor force survey. The Swedish unemployed
figures require only the age adjustments discussed above.
The resulting adjusted unemployment rates by age and sex
are virtually the mame as the published rates (table C-5).

Table C-S. Sweden: Labor force and unemployment adjusd to U.S. Coept by ae and sex, 186

(Numb.r. In thouendsl

Total
Etplymier aatu 14Ves. 16 years 16 to 19 20 to 24 25 to 64 6 years

and w and o veYra Ves. ves and over

Labor fare

othxas ae .......on. 3.868 3,840 251 469 2,330 791
Les: Career military Parsonnal' 16 16 2 6 1o 0
Adjusted Cvllen labor to- . . 3.850 3,822 249 463 2.320 791

Male ................. 2399 2,382 130 264 1,446 542
Less: Career milItary Ps-rnl ta 16 2 6 10 0
Adiusted ellan lbor form . 2.281 2.363 128 288 1,426 542

F mt .. ............... 1,469 1,458 121 206 884 249

Ussessplayad

otsu ...e.............. 86 68 14 14 40 17
Mle .................. 54 84 7 8 26 14
Fmale ................ 32 31 8 6 14 3

Uosmplsym. rete (pa rsl)

Adjusted to US. econtsp:
Both ...e.2.2 2.2 66 3.0 1.7 2.1
Mal ................... 2.3 2.3 5.6 2.1 1 6 2.6
Fwesala . .... 2.2 2.1 6.6 2.8 Is 1.2

As pubijhrd.:
Both as.O......... 2.3 2.2 586 3.0 1.7 2.1
Male. . 23 2.2 5E4 3.0 1.7 2.6
Female ................. 2.2 2.1 6es 2.9 1.6 1.2

Ago diletbutan basd an sacleg sle1 coodueted In Febroery
1964.

SOURCE: Th. Labour Farm Sorosvy. 196149 (Stakl.m. Na.
doeal Central Bura of StWtiasles snd B LS djumentn.
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Appendix D. Calculation of Labor Force Participation Rates
and Employment-Population Ratios

Participation rates

Labor force participation rates as shown in chap-
ter 4 of this bulletin are defined as the proportion of the
civilian population of working age that is in the labor force.
The labor force used in these calculations is the civilian
labor force adjusted to U.S. concepts. Sinre participation
rates by sex were also needed, the adjusted labor force had
to be broken down into its male and female components.
This was done according to the procedures described in
appendix C on methods of adjustment by age and sex, ex-
cept for Germany and Great Britain.

For Germany, age-sex adjustments, as described in
appendix C, were made to the April or May Microcensus
figures. The 1960-76 participation rate data, however, are
annual averages derived from annual estimates of the labor
force by sex. These figures are adjusted to U.S. concepts
on the basis of the Microcensus.

In the age-sex adjustment section for Great Britain,
only data from the British General Household Survey
which began in 1971 were considered. However, since par-
ticipation rates were required for the entire 1960-76 period,
the 1971 survey was inadequate. Instead, figures on the
labor forme by sex were adjusted to US. concepts by first
obtaining the published British figures, subtracting an esti-
mated overcount, and adding the unregistered unemployed.
These adjustments are described hi detail in the methods
section for Great Britain (appendix B). The overcount fac-
tor and the unregistered unemployed are originally derived
by sex, as explained in the methods section.

The population base for the participation rate calcu-
lations is defined as the civilian population of working age.
Such data are usually reported in labor force surveys. For
most countries, the Armed Forces had to be excluded from
the regularly published population figures. Working age was
defined so as to cover the same ages as the adjusted labor
force figures-eg., persons age 16 and over in the United
States; age 15 and over in Germany, ear. Where population
figures were not available on this basis, estimates of working
age population had to be made. For Italy, working age
population data were not reported in the labor force survey.
Therefore, estimates of mid-year population as reported
to the OECD were used. The Armed Forces were subtracted
from these figures so that they would relate to the civilian
population. OECD population estimates were also used for
Germany, since annual rather than April data were used for
the labor force.

Employment-population ratios

The employment-population ratios shown in chap-
ter 4 were obtained by dividing civilian employment by
the civilian population of working age. Civilian employment
adjusted to US. concepts was obtained by subtracting the
adjusted unemployed from the adjusted labor force for
each year. The civilian population of working age was ob-
tained in the same way as for the participation rates de-
scribed above. No breakdowns of employment ratios by
sex were made.
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Appendix E. European Community Labor Force Surveys

The Statistical Office of the European Conmmunities
has been working to promote comparability of employment
and unemployment statistics among member countries. In
October 1960, labor force surveys using common defini-
tions were conducted in each of the six member countries-
Belgium, France, Germany, Italy, Luxembourg, and the
Netherlands.' The surveys were repeated annually from
1968 to 1971, but not all Community countries partici-
pated; Luxembourg did not take part in the 1968 survey,
and the Netherlands did not participate in the three follow-
ing surveys. The 1968 to 1971 surveys were conducted in
the spring.

The survey was conducted again in the spring of 1973
in the six original member countries and in the United
Kingdom. In 1975, all member countries took part, inchud-
ing Ireland and Denmark. The survey was again conducted
in 1977 and will henceforth be conducted every two years.

Collection of data

For the 1960 and each subsequent survey, a standard
questionnaire and rules to be followed in collecting the data
were drawn up by the Statistical Office of the European
Communities. The sampling and visits to households were
carried out by the national statistical institutes who were
also responsible for sending the results to the Statistical
Office. The Statistical Office handled all the processing of

data.

Scope of survey

The survey covers all persons whose place of resi-
dence is in one of the member states of the Community
during the reference week. For technical reasons, it was not

'Survey results way be foumd in the foaowine publieftions of
the Stafiad OM.ic of the Europema Coaounotie l/er aeacc
pfer asenqc rur lafarred, rt.afdaeo kpyadc Ic CEE cn 1960,

lafo-tioas Statisitques 1963, Nvmber 2; Poptrion er fora d
rravrl e 1968, Statitiqes Sociato 1969, Numbe 6, Popuktro
aforrcdc reeteilc 1969, Statitlques Saciasl 1970, Nombe. 4;
Eneqoc pa, roodac a, r ea f-rcate travail cn 1970, Statsotquo
Soaieas 1971, NXabor 2; Erqacre par aodace rur teafcesa de tot.
.ee e 1971, Statifiqoes Socialla 1972, Nambe 3:;Pobpaitkra and
Eesptoymec;, 1968-1972, Soca Statistic 1973, Number 2;Laboou
Force Sospk Smoecy 1973, Snod tatisties 1975, Numba 1: cd
Lnabur Farre Sacple Sarvey 1975, Eurosat, 1977. Beginnile with
the pblicutin ftPrpbrtcn anod E6pbymcn. 1968-72 the deserip-
loan rod table beadigs apeapr bn Enlish as wedl ai the other
b _aM of the Cosmrsnity.

possible to indude collective households such as hostels,
boarding schools, hospitals, or workers' lodgisfg in all coun-
tries. Therefore, the survey has been limited to private
households. Members of private households make up about
97 percent of the total population of the Community.

The 1960 survey was based on a sample of I percent;
for the subsequent surveys, the sample size varied each year
according to country (for example, 1968, 05 percent in the
Netherlands and Belgium; I percent in Germany).

Comparability of historical series

According to the EC Statistical Office, a comparison
of the results of the 1960, 1968-71, 1973, and 1975 sur-
veys must be made with caution. Random errors are a fea-
ture of all sample surveys and can, in certain cases, exceed
the magnitude of the variations from one year to another.
Also, although these surreys were synchronized in that
they all took place in the spring of each year (except in
1960), they were carried out over different periods in
the different countries and were spread over several weeks
in some countries. Finally, it has been necessary to revise
frgures for various reasons after publication of the first re-
sufts. Thus, the final French results for 1968 have been
published along with the 1969 results and the 1969 figures
for Belgium have been revised in the 1970 publication.

The results of the 1960 survey, as published in 1963,
cannot be considered comparable with those of the sub-
sequent surveys. Nevertheless, the Statistical Office has
attempted to bring the different surveys into hne as far as
possible by using unpublished working documents in Num-
ber 2/1973 of the Social Sraristics series.

Following certain improvemens introduced in the
1973 survey, notably concerning the distinction between
the "usual" situation with regard to economic activity and
the actual situation in the reference week, stnct compari-
sons between the 1973 and 1975 results and those of pre-
vious surveys are not always possible.

Definidons of the labor force

The definitions used in the European Community sur-
veys ae essentially based on ILO definitions. However, a
rigorous application of the inermational defmitions was not
possible because of the necessity of avoidiag too detailed a
survey requiring complicated computer calculations.
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The use of definitions common to all the Community
countries means that the results may not be the same as
those used nationally. As the Statistical Office tries to
achieve comparable results, these results do not always
agree with data from the same surveys processed according
to national definitions.

The labor force in the Commutity surveys is defined
as all persons age 14 and over whose normal residence is
in a ptivate household in one of the Community countries
participating in the survey and who, during the reference
week, was employed or unemployed according to the fol-
lowing defictions.

Employed. Employed persons comprise all persons age 14
or over who

I. Have carried out remunerative work as thefr main oc-
cupation dunog the reference week;

2. are normally employed, but who, during the course
of the reference week, were not at work because of
illnem, accident, holiday, strike, or other circum-
stances. People who have not worked because of tech-
nical breakdowns ar bad weather ame also included in
this group.

3. carry out unpaid work assisting in a family business
or farm as long as this work occupies more than 14
hours per week.

Specifically excluded from the employed are:

1. Persons who temporarily or for an unlimited period
have no work and are not paid during the reference
week;

2. persons without paid employment and who have
neither a farm nor any other business, but who have
taken steps to start a new job, farm, or busineso at a
later date;

3. unpaid family workers who have worked lem than IS
hours in the reference week;

4. military conscripts (career military personnel are in-
cluded in the employed).

Unemployed. Unemployed persons comprise all those who
have declared themselves to he unemployed and who fan
into one of the following categories;

I. Employable workers who were unemployed and seek-
ing paid work during the reference week because thefr
employment contract had come to an end or had
been temponarily suspended;

2. persons with no previous employment, or whom last
employment was not that of a paid worker (former
employers, etc.), or who had ceased working for a
period of time, and who, during the reference week,
were capable of working and seeking paid employ-
ment;

3. persons without work and capable of working im-
mediately who had made arrangements to start a new
job at a later date;

4. people laid off temporarily or for an indefinite period
without pay.

Inactive population. This covers all persons who were under
14 years of age or who were 14 years old or older but could
not be considered either employed or unemployed under
the above definitions. The inactive population includes per-
sons who declare themselves to be unemployed, but who
are not seeking paid employment-for example, persons
making arrangements to set themselves up in business.

Family workers who have declared that they are em-
ployed but have only worked between I and 14 hours dur-
ing the reference week are also part of the inactive popula-
tion. Also, inactive persons can be in the process of seek-
ing employment (students looking for a fust job, for ex-
ample) or have a part-time job (a housewife working for
other households, for example).

Differences between European Community and
U.S. definitions

The European Community surveys differ from the
U.S. labor force survey with respect to age limits, clasti-
fication of military personnel, and with regard to the
"inactive population" as defiaed by the European Com-
munity. The EC anrveys use a lower age limis of 14,
whereas the U.S. surveys use age 16 as the lower limit.
Career military personnel are included in the labor force
as defaced by the EC asd excluded in the United States.
Some persons in the EC's "inactive population" would
be regarded as in the U.S. labor force, either as employed
or unemployed. Thus, persons who do not declare in the
EC survey that they have a "main occupation" or that
they are "unemployed" are not classified in the labor force
even if they are performing some part-time work or are seek-
ing work. This is similar to the procedure in the French
labor force survey in which work seekers are classified
as "unemployed" or "marginally unemployed." The con-
cept of "marginaily unemployed" in the French survey
corresponds closely to the category "inactive workseekers"
in the EC survey.

European Community survey results

The EC surreys provide a wealth of comparative
data, including data on labor force, employment, and un-
employment by age and sex. Data on activity rates, part-
time workers, sectoral employment, professional and terri-
torial mobility, hours of work, and methods and durotion
of workeeking are included. There is also a great deal of
information broken down by region in each country. Table
E-l shows some of the data obtained from the 1973 labor
force survey.
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Table E-1. Population of the Eunofpn Conmunity by type of actioity, spring 1973

/Ttroueorrdtt

Type of tivity diu Franca Ge y Italy L mbourg N.etheaod, Kigdom

1. Pnns ith * .tha .. 3516 20.194 25.54 17,019 134 4,306 23.683
With 2 r mo jofn 85 (I) 617 461 5 106 442
Looking for another jtob 82 539 (I) 817 1 137 790

2 Persue who have declared
themsdv o be petepoved. 59 374 133 717 1 82 515
Lookil fIrf r itjob .. .. 12 64 26 451 V ) 10 26

3 Total tbor force (112) .. 23575 20.568 25,717 17,736 135 4,388 24,198

4 Inactive petr.2. 3,884 17.921 22.418 23.849 146 5,340 18.209
With nn oci.rioal .oh . 39 629 731 1,149 3 315 384
Lookiogfora job 17 368 (P) 841 I 65 394

5. Per-o- le#th.. 14 yeas old. 2.087 10878 12,442 11,866 66 2,802 11.610

6 Too-l popolati.e 13+4v5i .. 9.546 49,366 60,577 53,451 347 12.530 54.017

IN01 vibl-e SOURCE: Statiical OffIe of the Eurote Co.veniln.
SoC/a Smtitin., Number 1 ,1975.
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Appendix F. Unemployment Rates on a Total Labor Force Basis

Table F-1. Totul labor forcm (including Armed Forces) and unemployment rates, adjusted to U.S. concepts, 1969-76

United I Ir Gret
Y.r Starts Cunu I Auseraiu Jaoun Frace |Genmrnv 8ritain Ituiy S-odn

Tot L i azorForc. (Tho-sandl

1959 .... 70,921 6,334 43.530 t9,90 26.080 23,780 22,160 (')
1660 .... 72.142 6,501 / 44,330 19,.920 26,260 23,920 21,90 ('I
1961 .... 73,031 6.612 (I 44.820 19,890 2630 24,190 21.,50 3,044
1962 .... 731442 6.710 ( 26 45.260 19960 26,620 24.510 21.690 3,728
1963 .... 74.571 6.838 (I) 45.640 20,030 26,720 24.720 21,230 3.799
1964 .... 75,830 7,017 4,611 46,260 202300 26.730 24,840 21,170 3,759
1965 .... 77. 179 7.217 4.745 47,000 20,320 26,850 24,980 20.820 3,787
1966 .... 78,893 7.601 4,901 48.080 20.560 26,770 25,070 20,480 3.841
1967 .... 80.793 7,854 5.035 49.040 20.60 26.220 257020 206620 3,818
1968 .... 82,272 8,052 5 151 49.920 20,960 26.260 24.860 20.560 3,867
1969 ... . 84,239 8.292 5.297 06380 21,220 26,520 24.780 20.350 3.880
1970 ... . 5.903 8,491 5,465 50.970 21 540 26,790 24,640 20,330 3,953
1971 ... . 868929 86732 5.569 51,350 21 .770 26.890 24.390 20,260 4.000
1972 ... :. 88,991 9.004 5.970 515,0 21 890 26,810 24,610 20 000 4.008
1973 . ... 91,040 9,404 5,796 52.820 22.210 26,870 24,890 20,140 4.012
1974 ... . 93,240 9.797 5,937 52.680 22.550 26.610 24,860 20.410 4,078
1975 ... . 94,793 10.139 6.055 52,770 22,620 26,160 225,160 20.600 4,161
1976 9.... 917 10,388 6,140 53,340 22.760 25,930 225,440 20.820 4.185

Unemployment Rate (Percent.

1959 ... . 03 5.9 2 3.3 1.9 2.0 2.8 49 I|)
1960 .... 53 6. () 1.7 1.8 1.1 2.2 3.7 ('
1901 .... 6.4 7.0 (I) 1.5 1(5 .6 1.9 3.2 1.4
19f2 .... 5.3 5.8 ) 1.3 1A .6 2B 2.7 1.4
1963 ... . 5.5 5.4 ('I 13 13 4 34 2.3 1.7
1964 ... . 5.0 4.6 1.4 1.2 1A .4 2.5 2.6 1.5
1965 .... 4.4 39 13 1.3 1.5 3 2.1 3A 1.2
1966 .... 3i 3.3 1.5 1A4 I, 3 2.2 3.7 1.5
1907 .... 3.7 3B6 1i 1.3 19 1.3 3.3 3.3 2.1
1968 ... . 3 4 4.5 1.5 1.2 2.5 1.4 3.2 3.3 2.2
1969 . . . 3 4 4A I.5 1.1 23 At 3.0 3.2 1,9
1970 .... 4.8 56 IA 1.2 2.5 .8 3.0 3.0 15
1971 ... . 5.7 6.2 1.6 1.2 2.7 . 3B 30 2.5
1972 .... 5A 6.2 2.2 1 A 2.8 .8 4.1 3.5 2.7
1973 .... 4.7 5.5 19 1.3 2f6 8 3. 3.3 24
1974 .... 5.4 53 2.2 1.4 2.9 17 2B 2.7 2.0
1975 .... 8.3 69 44 19 4.1 3f6 14.6 3.2 1.6
1976 .... 7.5 7.1 4A 2.0 4.5 3.5 263 3.5 1.6

I Not ..aflnbb.
0

Pr1liminory . timate bSeed on incomplete det.
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SUPPLEMENT TO BULLETIN 1979, INTERNATIONAL COMPARISONS OF
UNEMPLOYMENT '

General Note

This supplement updates selected international labor market statistics which
were published in Bulletin 1979, International Comparisons of Unemployment
(U.S. Bureau of Labor Statistics, 1978). The tables are keyed to those published
in the Bulletin. Data for 1977 and 1978 are included wherever possible.

Revisions of the estimates published in Bulletin 1979 are indicated by the
letter "R". The revisions for France, Germany, and Great Britain arise from
the incorporation of more current labor force survey results. The revisions for
Canada and Australia are based on revised population estimates. The revisions of
seasonally adjusted quarterly unemployment rates reflect the incorporation of full-
year data into the seasonal adjustment programs for all nine nations.

The revisions of the French data are based on published detailed results from
the 1973-77 labor force surveys and preliminary results from the March and
October 1978 surveys. The estimates in Bulletin 1979 had been based on pre-
liminary results from the 1973-76 surveys. Beginning in 1977, the survey was
converted from an annual survey (generally March) to a semi-annual survey
(March and October), and detailed results are available from both 1977 surveys.
Revisions of the German data are based on published results of the 1976-78
annual labor force surveys. The effects of the revisions for both France and
Germany are very small-a change in unemployment rates of two-tenths of a
percent or less.

The 1975 and 1976 General Household Surveys for Great Britain, however,
indicated that the previous estimates of unemployment based on surveys through
1974 should be revised downward significantly. For example, the previously
published rate of 4.7 percent for 1975 has been lowered to 4.1 percent and the rate
for 1976 has been lowered from 6.4 to 5.5 percent.

The Canadian labor force results for 1975 to 1977 have been revised based on
revised population estimates derived from the 1971 and 1976 Population Census
results. The impact of these revisions was to lower labor force, employment, and
unemployment estimates by about 1 percent. The jobless rates remained the same.

Australian labor force survey results for 1970 to 1977 have been revised, based
on revised population estimates derived from the 1966, 1971, and 1976 Population
Census results adjusted for underenumeration. The revised jobless rates have been
raised by an average of four-tenths of a percent for 1970 through 1977.

Beginning in February 1978, the quarterly Australian labor force survey be-
came a monthly survey. At the same time, a new questionnaire and sample were
introduced. In the revised questionnaire, the definitions of employment and
unemployment were reworded for clarity but were not changed in substance. The
former and revised surveys were both carried out in November 1977, but data are
not'yet available for analyzing the impact, if any, of the revised questionnaires.

I Prepared by the U.S. Department of Labor, Bureau of Labor Statistics, July 1979.
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SUPPLEMENT TO TABLE 3.-LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT IN 9 COUNTRIES, 1970-78

[Number in thousands: rate in percentl

United Austra- Ger- Great
Year States ' Canada' lia Japan France many Britain Italy Sweden

CIVILIAN LABOR FORCE

Approximating U.S. concepts:
1970------------82, 715 8,399 '5, 525 50, 730 '20, 880 26, 290 24, 270 19, 950 3, 909
1971------------84, 113 8, 644 '5, 621 51, 120 '21, 070 26, 380 '23, 980 19, 810 3, 955
1972------------86, 542 8,920 '5, 752 51, 320 '21, 250 26, 280 '24, 230 19,618 3,963
1973 -88,714 9,322 '5, 901 52, 590 '21, 510 26, 360 '24, 450 19, 750 3,971
1974 -91,011 9, 706 '6,053 52, 440 '21, 730 26, 080 '24, 490 20, 060 4, 037
1975 -92,613 '9, 974 '6,169 52, 530 '21, 620 '25, 710 '24, 610 20, 270 4, 123
1976 -94, 773 '10, 206 *6,244 53, 100 *21, 820 '25, 440 '25, 050 20, 490 4,149
1977 -97, 401 10, 498 6, 358 53, 820 22, 050 25, 370 225, 300 20, 500 4,168
1978 -100, 420 10 882 6, 384 54, 600 222,160 2 25, 320 2 25, 370 20, 620 4, 203

As publinhed: 3
1970 -- 82, 715 8, 399 *5, 525 51, 530 *20, 854 26, 817 24, 388 19, 302 3,913
1971 -84, 113 8,644 *5, 621 51, 860 '21,007 26, 910 24, 154 19, 254 3,961
1972 -86,542 8,920 *5, 752 51, 990 *21, 147 26,901 24, 405 19, 028 3,969
1973 -88, 714 9,322 *5,901 53,260 *21, 391 26, 985 24, 676 19,169 3,977
1974 -91,011 9,706 *6,053 53,100 '21,573 26,797 24,754 19,458 4,043
1975------------92,613 '*9, 974 '6, 169 53, 230 '21, 595 26, 397 '24, 946 19, 650 4,129
1976 -94 773 '10,206 '6,244 53, 780 '21, 783 *26, 148 '25, 198 19, 858 4,155
1977------------97, 401 10,498 6,358 54, 520 22, 021 25, 074 25,402 21,68 4,174
1978 -100,420 10,882 6,384 55, 320 22,090 26, 202 25, 482 21, 731 4,209

EMPLOYMENT

Approximating U.S. concepts:
1970------------78, 627 7,919 *5, 437 50,140 '20, 340 26, 090 23, 520 19,340 3, 850
1971 -79,120 8,107 *5,518 50,480 '20 480 26, 170 '23,100 19 260 3,854
1972 ----------- 81,702 8,363 '5, 601 50,590 '20,640 26, 060 23, 230 18, 920 3,856
1973 -8,409 8,802 *5,765 51, 910 '20,920 26, 140 *23, 730 19,080 3, 873
1974 -85,936 9,185 '5,891 51,710 *21,080 25,630 '23,780 19,500 3,957
1975 -84,783 '9,284 '5,866 51, 530 '20, 680 '24, 780 *23, 610 19, 620 4, 056
1976 -87, 485 '9,479 *5, 946 52, 020 *20, 800 '24, 510 *23, 660 19,760 4, 083
1977 -90 546 9,648 6,000 52, 720 20 940 24, 460 2 23, 740 19,800 4,093
1978 -94,373 9,972 5,975 53,300 20 960 224,450 2 23, 830 19,890 4,109

EMPLOYMENT

An published:
1970 --publishe 78,627 7,919 '5, 437 50,900 *20, 344 26,668 23, 811 18,693 3, 854
1971 -79, 120 8,106 *5, 518 51, 210 '20, 438 26, 725 23, 402 18, 645 3, 860
1972 -81,702 8, 363 *5, 601 51, 260 '20, 552 26, 655 23, 570 18, 331 3, 862
1973------------84, 409 8,802 '5, 765 52, 590 '20, 815 26, 712 24,088 18, 500 3, 879
1974 -85, 936 9,185 *5, 891 52, 370 '20, 958 26, 215 24, 169 18,89a 3,963
1975------------84,783 '9,284 '5, 866 52, 230 '20, 693 25, 322 '24, 010 18,996 4, 062
1976 -87, 485 '9,479 *5, 946 52, 700 *20, 790 *25, 088 '23, 893 19, 127 4, 089
1977 -90,546 9, 648 6, 000 53, 420 20, 922 25, 044 23, 980 20,062 4, 099
1978 -94, 373 9,972 5 975 54, 080 20, 921 25, 209 24, 072 20, 160 4,115

UNEMPLOYMENT

Approximating U.S. concepts:
1970 -4, 088 480 '88 590 540 200 750 610 59
1971- 4993 538 *103 640 590 220 *880 610 101
1972 -- 4840 557 '150 730 610 220 '1,000 700 107
1973-------------------- 4, 304 520 *136 680 '590 220 '720 670 98
1974 -5,076 521 *162 730 650 450 *710 560 80
1975 - 7,830 *690 *302 1, 000 '940 *930 '1,000 650 67
19767 ,288 *727 *298 1, 080 , 020 '930 1 390 730 66
1977_---------- 6,855 850 358 1,0100 1,:110 9000 '1,560 700 75
1978 -6,047 911 410 1, 240 2 1, 200 2 870 2 1, 540 730 94

As published:'4
1970 -------- - 4,088 480 *88 590 '510 149 577 609 59
1971 -4,993 538 '103 640 '569 185 752 609 101
1972 - 4,840 557 *150 730 *595 246 835 697 107
1973------------ 4,304 520 '136 680 '576 273 588 668 98
1974 -5,076 521 *162 730 615 582 585 560 80
1975------------ 7, 830 '690 '302 1,000 '902 1,074 936 654 67
1976 -7,288 '727 '298 1,080 993 1,060 1,305 732 66
1977 - 6,855 850 358 1,100 1,105 1,030 1,422 1,545 75
1978- 6,047 911 410 1,240 1.169 993 1.410 1.571 94

See footnotes at end of table.
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SUPPLEMENT TO TABLE 3.-LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT IN 9 COUNTRIES, 1970-78--Con.

{Number in thousands; rate in percent]

United Austra- Ger- Great
Year StatesI Canada] Hea Japan France many Britain Italy Sweden

UNEMPLOYMENT RATE

Approximating U.S. concepts:
1970 -4.9 5.7 1.6 1.2 2.6 0.8 3.1 3.1 1.5
1971------------ 5.9 6. 2 11.8 1.3 2.8 .8 13.7 3.1 2.6
1972- ---- - 5.6 6.2 2.6 1.4 2.9 .8 1.1 3.6 2.7
1973- 4.9 5.6 2. 3 1.3 2.7 8 *2.9 3.4 2.5
1974- 5.6 5.4 2.7 1. 4 3.0 1.7 2.9 2.8 2.0
1975 -8.5 6.9 *4.9 1.9 *4.3 '3.6 '4.1 3.2 1.6
1976 -7.7 7.1 *4.8 2.0 '4.7 3.6 '5.5 3.6 1.6
1977 -7.0 8.1 5.6 2.0 5. 0 23.6 26.2 3.4 1.8
1978 -6.0 8.4 6.4 2.3 2 54 23,4 26.1 3.5 2.2

As published:
1970------------ 4.9 5.7 *1.6 1. 1 12.4 .7 2. 5 3.2 1. 5
1971- 5.9 6.2 1.8 1.2 *2.7 8 3.4 3. 2 2. 5
1972 -5.6 6.2 '2.6 1.4 '2.8 1.1 3.7 3.7 2. 7
1973 -4.9 5.6 '2.3 1.3 *2.7 1.2 2.6 3.5 2. 5
1974 -5.6 5.4 '2.7 1.4 2.8 2.6 2.6 2.9 2.0
1975------------ 8.5 6.9 M4.9 1.9 *4.2 4.7 4.1 3. 3 1.6
1976 -7.7 7.1 4.8 2.0 4.6 4.6 5.6 3. 7 1.6
1977------------ 7. 0 8.1 5.6 2.0 5.0 4. 5 6.2 7. 2 1. 8
1978 ------- 6.0 8.4 6.4 2.2 5. 3 4.3 6.0 7. 2 2. 2

'Revisions of the estimates published in Bulletin 1979.
' Published and adjusted data for the United States, Canada, and Austraiia are identical.
2Preliminary estimates based on incomplete data.
IIncluding military personnel for Japan, Germany, Italy, and Sweden.
4 For the United States, Canada, Australia, Japan, Italy, and Sweden, unemployment as recorded by sample labor force

surveys;for France, annual estimates of unemployment; and for Germany and Great Britain, the registered unemployed.
For France, unemploymeet as a percent of the civilian labor force; for Japan, Italy, and Sweden, unemployment as a

percent of the civilian labor force plus career military personnel; for Germany and Great Britain, registered unemployed
(excluding adult students) as a percent of employed wage and salary workers plus the unemployed. With the exception of
France, which does not publish as unemployment rate, these are the usually published unemployment rates for each
country. Published rates shown for Germany and Great Britain cannot be computed from data contained in this table.

Note: Data for the United States relate to the population 16 yr of age and over. Published data for France, Germany, and
Italy relate to the population 14 yr of age and over; for Sweden, to the population aged 16 to 74; and for Canada, Australia,
Japan, and Great Britain, to the population 15 yr of age and over. Beginning in 1973, published data for Great Britain
relate to the population 16 yr of age and over. The adjusted statistics have been adapted, insofar as possible, to the age at
which compulsory schooling ends in each country. Therefore, adjusted statistics for France relate to the pupulation 16 yr
of age and over and for Germany, to the population 15 yr of age and over. The age limits of adjusted statistics for Canada,
Australia, Japan, Great Britain, and Italy coincide with the age limits of the published statistics. Statistics for Sweden
remain at the lower age limit of 16, but have been adjusted to include persons 75 yr of age and over.

SUPPLEMENT TO TABLE 6.-QUARTERLY UNEMPLOYMENT RATES, SEASONALLY ADJUSTED, 1976-78

United Great
Period States Canada Australii Japan France' Germanyi Britain I Italy 2 Sweden

1976-------- 7. 7 7. 1 4.8 2. 0 *4.7 3. 6 5.5 3.6 1. 6
1------------ 7. 7 6. 7 4. 7 2.0 4. 7 3. 8 5 3 *3 5 1. 6
11 - 7.5 *7.0 '4.6 2.1 '4.6 3.6 5.5 3.6 1.6
III---------- 7.7 7.2 4.9 2. 1 4.76 3.6 5. 6 3. 6 1 5
IV------- 7. 8 *7. 5 *4.9 1. 9 *4. 7 3. 5 5. 7 3. 6 1. 6

1977 -7.0 8.1 5.6 2.0 5.0 3.6 6.2 3.4 1.8
- - 7.5 7. 9 5.1 1.9 4. 9 3.6 6.0 3.4 1.7

I ------- 7. 2 8. 0 *5. 8 2. 1 *5. 1 as 6s.o 3. 4 1. 7
III -6. 9 8.2 2 5.8 2.1 5. 2 3. 6 6. 3 3 5 1. 9
IV -6.6 8.4 5.9 2.1 4.8 3.5 6.4 3.4 2.0

1978 -6.0 8.4 6.4 2.3 5. 4 3. 4 6.1 3.S 2.2
I---------- 6.2 8. 4 6. 7 2. 2 4. 9 3.S5 6. 3 3.S5 2. 1

1I------ 6.0 8. 5 6.4 2. 3 5. 4 as 6. 1 3.S5 2. 3
IIIl------ 6.80 8. 4 6. 4 2. 3 5.8 3. 4 6. 1 3.6 2.S5
IV------- 5.8 8.2 6.3 2.3 5. 6 3.3 5. 9 3.6 2. 0

'Revisions of the estimates published in Bulletin 1979.
' Preliminary for France from 1978 onward and for Germany and Great Britain from 1977 onward.

Data for 1977 onward are not strictly comparable with data for earlier years (see app. X B).

Note: Quarterly figures for France, Germany, Italy, and Great Britain are calculated by applying annual adjustment
factors to current published data, and therefore should be viewed as less precise indicators of unemployment under U.S.
concepts than the annual figures. Published data for Australia, Canada, Japan, and Sweden require little or no adjustment.
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SUPPLEMENT TO TABLE 8A.-EMPLOYMENT BY ECONOMIC SECTOR, 1970-78

fin thousandsl

United Austra- Ger- Great
States Canada lia Japan France many Britain' Italy' Sweden

Total civilian employment:
1970------------78,627
1971 -1----------9,120
1972------------81, 702
197323--8--------4,409
1974------------85,936
1975 ------------ 4,783
1976 ----------- 87,485
1977------------90, 546
1978------------94,373

Agricultu re:'4
1970------------3, 566
1971------------3,503
1972------------3, 585
19733-----------3,554
1974------------3,588
1975------------3, 476
1976------------3, 417
1977----------- 3, 383
1978 ----------- 3, 501

Industry:'
1970------------26, 066
1971 -- - - - - - - - -- 25,117
1972------------25,709
19733-----------27,086
1974------------26,988
1975------------25,022
1976------------25,976
1977------------26,955
1978------------28, 368

Manufacturing:
1970 ----------- 20,737
1971 ----------- 19,564
1972 ----------- 19,866
197323-----------20,942
1974 ----------- 20,879
1975 ----------- 19,275
1976 ----------- 20,044
1977 ----------- 20,637
1978 ----------- 21,497

Services:'8
1970 ----------- 48,994
1971 ----------- 50,500
1972 ----------- 52,408
19733-----------53,770
1974 ----------- 55,360
1975 ----------- 56,285
1976 ----------- 58,092
1977 ----------- 60,208
1978 ----------- 62,504

7,919
8, 107
8,363
8,802
'9284

'9, 479
9,9 648
9, 972

605
608
576
574
583

'564
'561
553
573

2,359
2. 383
2,446
2,602
2,710
'2,613
'2, 761
2,673
2,746

1,: 768
1767
I,828

1, 937
1, 994
'1871
4,921

1, 888
,956

4,955
5,116
5, 341
5, 626
5,892

'6, 107
'6,217
6,422
6,653

'5, 437 50, 140 '20, 344 26, 169 24, 748 18460
5, 518 50, 470 '20,438 26, 225 24, 376 18376
:5, 602 50, 580 '20, 552 26, 125 24, 376 18,075
5,765 51, 900 '20,815 26,201 24~,948 18239
'5,891 51, 710 '20,958 25, 688 '25 056 18644

'5,867 51, 530 '20,693 24, 798 '24, 4 18765
'5,946 52, 020 '2,79 24, 556 '2,772 '8882
6,800 52, 720 20, 922 24, 511 24, 89719 799
5, 975 53, 360 20,921 24, 679 24, 949 19880

'432 8,490 '2,835 2,262 699 3, 574
'424 7, 848 '2, 683 2,144 674 3,530

'440 7, 310 '2,529 2,038 671 3,255
'422 6, 810 '2,379 1,954 681 3, 141

'408 6,540 '2236 1882 '661 3,072
'405 6,380 '2, 10 1 823 '639 2,934
'390 6, 21 2, 037 '1,743 '633 2,902
398 6110 1974 1,655 632 3,122
383 6,100 1,907 1,608 625 3,063

'1868 1,880 '7,908 '2, 711 11, 114 8, 112
'1 893 18, 140 '7,940 '2, 642 10,728 8,150

',873 18, 290 '7,973 12, 214 10470 8,030
'19719, 210 '8,088 12, 225 10 52 8,4

'1902 18,902 '8115 11,932 '10,563 8,251
'1,871 18,370 '7,853 '11,169 '10,161 8,300
'1,866 18, 520 '7, 775 '10,975 '9, 910 8,225
1,845 18, 510 7, 730 *10,876 9,976 7,661
1,781 18, 550 7, 588 S 10,807 9, 9226 7,628

'1, 326 13, 750 '5, 677 '10,309 9, 022 5,864
'1345 13, 420 '5, 742 '10,220 8,724 5,918
'1323 13, 810 '5, 794 9, 550 8, 446 5,826

'1,"354 14, 420 '5, 907 9,541 8,498 5,894
'1,:380 '14, 325 '5, 957 9,410 '8, 539 6,100

'1275 13,430 '5, 780 8,890 '8, 154 6, 128
'1,289 13, 440 '5, 721 8,794 '7, 912 6,143
'1281 13, 350 5,690 8,757 8, 018 5,473

(1) 13,220 (7) (7) 7,967 5,421

'3, 012 23, 770 '9,601 '11,1906 2 935 6, 772
'3, 077 24, 510 '9,815 '11,439 1,975 6,695
'3, 165 24, 980 '10, 050 11873 13,236 6, 790
'3, 381 25,880 '10, 348 12022 13,676 7,049
'3,519 26, 140 '10,607 '11974 '13,32 7,321
'3,592 26, 770 '10,733 '11806 '14,141 7,531
'3690 27,290 '10,978 '11,838 '14 229 '7, 755
3,757 28, 100 11, 218 '11,983 14,289 9,016
3,811 28, 720 11, 426 '12 177 14,402 9, 196

'Revisions of the estimates pablished in Bulletin 1979.
' Includes Northern Ireland.
2 Data for Italy prior to 1977 have not been adjusted for the undercount of employment which was revealed by the re -

vi sed Italian labor force survey (see app. B). Data are not available on the estent of undercount by economic sector.
3From 1973 onwards. Japan includes Okinawa.

4 Agriculture, forestry, hunting, and fishing.
o Manufacturing, mining, and construction.
o Preliminary.
INot available.
ITransportation, communication, public utilities, trade, finance, public administration, private household services,

and miscellaneous services.

Note: Civilian emp loyment totals may not coincide with those in table 3 because the data can not be fully adjusted for
com parabilit with U.S. definitions. Also, some employment could not be distributed by economic sector. Because of
rounding, subtotals may not add to totals.

Year

3836
3,842
3,845
3y,861
3,944

4,044
4,070
4,081
4,097

314
308
287
276
264
261
254
248
250

1,24
1,396
1,401
1,434
1,449
1,416
1,375
1 328

1,064
1,054
1,046
1,066
1, 120
1, 138
1, 100
1,060
1,023

2,066
2, 118
2, 162
2, 185
2,246
2, 334
2, 400
2,439
2, 519
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SUPPLEMENT TO TABLE 8B.-PERCENT DISTRIBUTION OF EMPLOYMENT BY ECONOMIC SECTOR, 1970-78

United Aus- Ger- Great
States Canada tralia Japan France many Britain' taly2 Sweden

Total civilian employment: Each year- 100.0
Agriculture: 3

1970 -4.5
1971- 4. 4
1972 -4.4
1973- 4.2
1974- 4.2
1975 -------------------------- 4.1
1976 -3. 9
1977 -3.7
1978 -3.7

Industry:
970- 33.2

1971 -------------------------- 31.9
1972 -31. 5
1973 -32.1
1974 -31. 4
1975 -29.5
1976 -29.7
1977-2 9.8
1978 -30.1

Manufacturing:
1970 -26. 4
1971 -24.7
1972 -24.3
1973 -24. 8
1974 -24.3
1975 -22. 7
1976 -22.9
1977 -22.8
1978- 22.8

Services: H
1970 -63. 2
1971 -63. 8
1972 - 64. 1
1973 4-63.7
1974 -64.4
1975 -66.4
1976 -66. 4
1977 -66.5
1978 -66. 2

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

7.6 '7.9 16.9 '13.9 8.6 2.8 19.4 8.2
7.5 '7.7 15.5 '13.1 8.2 2.8 19.2 7.8
6.9 7.8 14.4 '12.3 7.8 2.8 18.0 7. 5
6.5 '7. 3 13.1 '11.4 7. 5 2.7 17.1 7.1
6.3 '6.9 12.6 '10.7 7.3 2.6 16.5 6.7
6.1 '6.9 12.4 '10.2 '7.3 2.6 15.6 6.5
5.9 '6.6 11.9 '9.8 7.1 2.6 15.4 6.2
5.7 6.6 11.6 9.4 6.7 2.5 15.8 6.1
5.7 6.4 11.4 9.1 6. 5 2. 5 15.4 6.1

29.8 '34. 4
29. 4 '34.3
29.4 '33.4
29.6 '33.2
29.5 '33.3
28.1 '31.9
28.5 '31. 4
27.7 30.7
27.5 29.8

22.3 '24. 4
21.8 '24.4
21.9 '23.6
22.0 '23. 5
21.7 *23.4
20.2 '21. 7
20.3 *21.7
19.6 21.3
19.6 (7)

62.6 '57.7
63.1 '58. 0
63.9 '58. 7
63.9 '59.4
64.1 '59.7

'65.8 '61.2
'65.6 '62.1
66.6 62.6
66.7 63.8

35.7 '38.9 '48.6
35.9 '38.8 '48.2
36.2 '38.8 46.8
37.0 '38.9 46.7
36.8 '38.7 46.4
35.6 '38.0 45.0
35.6 '37.4 '44. 7
35.1 36.9 644.4
34.8 36.3 644.2

27.4 '27.9 '39.4
26.6 28. 1 39. 0
27.3 '28.2 36.6
27.8 '28.4 36.4
25.6 '28.4 36.6
26.1 '27.9 35. 8
25.8 27.5 '34. 8
25.3 27.2 35.7
24.8 (7) (7)

47.4 '47.2 '42. 8
48.6 '48.0 '43.6
49.4 '48.9 45. 4
49.9 '49.7 45. 9
50.6 '50.6 '46.2
52.0 '51.9 47.6
52.5 52.8 '48.2
53.3 53.6 48.9
5.38 54.6 49. 3

44.9
44.0
43.0
42. 5
42.2
40.7
40.0
40.1
39.8

36. 5
35. 8
34.6
34.1
34.1
32.7

'31. 9
32.2
31.9

52. 3
53.2
54.3
54. 8
55.2
56. 7

'57. 4
57.4
57.7

43.9
44. 4
44. 4
44.4
44. 3
44. 2
43. 6
38. 7
38. 4

31. 8
32.2
32.2
32.3
32.7
32.7
32. 5
27.6
27. 3

36.7
36.4
37.6
38.6
39. 3
40.1

'41.0
45. 5
46. 2

38.0
37.1
36. 3
36.3
36. 4
35. 8
34. 8
33. 7
32. 4

27.7
27.4
27. 2
27.6
28. 4
28.1
27.0
26.0
26.0

53.9
55.1
56.2
56.6
56. 9
57. 7
59.0
60.2
61. 5

* Revisions of the estimates published in Bulletin 1979.
includes Northern Ireland.
Data for I taly prior to 1977 have ot been adjusted for the uandercount of employment which was revealed by the re-

vised Italian labor force survey (see app. B). Data are not available on the cutest of undercoant by economic sector.
3 Agriculture, forestry, hunting, anod fishing.
4 From 1973 onwards, Japan includes Okinawa.
5 Manufacturing, mining, and construction.
* Preliminary.
7 Not available.
*Transportation, communication, public utilities, trade, finance, public administration, private household services,

and miscellaneous services.

Year I
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SUPPLEMENT TO TABLE 10.-UNEMPLOYMENT RATES BY AGE AND SEX, 1977

1977 1976

United Austra- Ger- Great 1977
Sex and age States Canada Iia Japan France, many 2 Britain Italy' Sweden

Both sexes:
All working ages 7.0 8.1 5.2 2.0 4.8 3.7 5.5 3. 7 1.8
Teenagers - -------- 17.7 17.5 16.1 4.8 11.8 6.9 11.4 19.2 6.7
20 to 24 yr -10.9 12.4 7.2 3.5 3.5 5.7 4.3 11.6 3.2
25 to 54 yr -5.1 6.0 3.2 1.7 3.2 17 1.3
55 yr and over --- 4.1 4.7 2.2 2.5 2.6 5 1.2

Male:
All workingages 6.2 7.3 4.3 2.1 3.3 3.1 5.5 3.1 1.5
Teenagers 4 17.3 18.2 14.7 5.7 8.7 6.0 12.1 17.8 5. 8
20 to 24 yr 10.7 12.8 7.1 3.6 2.4 5.1 4.2 11.6 3.0
25to54yr -4.3 5.0 2.6 1.6 2.6 1.6 1.1
55 yr and over -3.9 4.5 2.3 3.3 2.4 .6 1.I

Female:
All working ages -8.2 9. 5 6.8 1.9 7.2 4.6 5.6 5.2 2.2
Teenagers' - 18.3 16.8 17.7 2.6 15.1 8.0 10.4 21.1 7. 8
20 to 24 yr -12 11.8 7.4 3.2 5.2 6.2 4.4 11.7 3.3
25 to S4yr -- 6.4 7.8 4.3 1.8 4.0 2.2 1.6
55 yr and over -4.5 5.0 (a) 1.0 3.0 .2 1.4

I Data are for March 1977.
2 Data are for May 1977.
3 Data are not adjusted to U.S. concepts.
4 14- to 19-yr-olds in Italy; 15- to 19-yr-olds in Australia, Canada, Germany, and Japan; 16- to 19-yr-olds in the United

States, France, Great Britain, and Sweden.
6Not statistically significant.

Note: Australian data have not been adjusted to reflect the recently revised population estimates.

SUPPLEMENT TO TABLE 10.-UNEMPLOYMENT RATES BY AGE, 1978

1978 1978

United 1977
States Canada Australia Japan France' Italy 2 Sweden

All working ages: 6.0 8.4 6. 3 2.3 5.1 4. 9 2.2
Teenagers3 -16.3 17.9 17. 3 4. 7 23.2 25. 2 8. 2
20-24 yr- -9.5 12.2 8.8 3.6 11.7 15.7 4.3
25 yr and over -4.0 6.1 3.9 2.0 3.3 2.0 1.6

1 Data are for October.
2 Data could not be adjusted to U.S. concepts by age. The figures shown are as published by the Italian Central Statistical

Office.
316- to 19-yr-olds in the United States and Sweden; 16-and 17- yr-olds in France; 15-to 19-yr-olds in Canada, Australia,

and Japan, and 14- to 19-yr-olds in Italy.
4 18- to a4-yr-olds in France.
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SUPPLEMENT TO TABLE 12. LABOR FORCE PARTICIPATION RATES BY SEX, 1970-78

United Great
Year States Canada Australia Japan France I Germany Britain Italy Sweden

Both sexes:
1970 -60.4 57. 8 '61. 4 64.5 *56. 2 57. 0 59.4 49. 5 62. 9
1971------ 60.2 58. 1 *61. 4 64. 2 *55* 9 56. 5 '59. 0 49.2 63. 2
1972 -60.4 58.6 61. 5 63.8 '56. 1 55.8 59. 4 48.0 63. 1
1973 60.8 - 59. 7 *61. 8 64. 0 *56. 0 55.4 *60. 6 47. 9 63. 0
1974 -61. 2 60. 5 *62. 1 63.0 *56. 2 54.4 60. 5 47.9 63. 8
1975 -61. 2 61. 1 *62. 3 62.4 '56. 9 53.5 *60. 5 47.9 64. 9
1976 -61.6 61.1 *61.9 *62.4 *56.9 *52. 8 *61.4 *48. 1 *65. 0
1977 -62.3 61.5 61.9 62.5 57. 2 252.8 261. 7 47. 9 65. 1
1978 63.2 62.6 61. 1 62.8 (3) 2 52. 8 2 61. 6 48. 0 65. 4

Male:
1970 -79.7 77.8 83.2 81.5 *74. 6 78.8 79.8 74.5 77. 2
1971 -79. 1 77. 4 *82. 8 81. 9 *74. 2 77. 7 79. 1 74. 1 76. 8
1972 -79.0 77.5 *82.7 *81. 9 *73.8 76.4 78.8 72.6 76. 1
1973 -78.8 78.2 *82. 3 *81. 9 '73. 1 75.2 *79. 7 71.7 75. 7
1974 -78. 7 78. 7 *81. 7 *81. 6 *72. 7 73. 6 *78. 1 71. 3 75. 7
1975------ 77. 9 78.4 '81. 2 *81. 2 *73.0 72. 1 '77. 8 71. 0 76. 0
1976 77. 5 77. 6 80.6 '81.0 '72.4 '71. 1 '78. 5 70. 5 '75. 4
1977 -77. 7 77.6 80.1 80.4 71.4 2 70.8 2 78.1 (3) 74. 6
1978 -77.9 77. 9 78.9 80.1 (3) 2 70.8 (2) (3) 74.3

Female:
1970 -43.3 38. 3 *39. 8 49.3 '40.0 38.6 41. 1 26.8 49.0
1971 -43.3 39.4 *40. 4 47. 7 *39. 7 38.4 41.3 26. 6 50. 0
1972 -43. 9 40. 2 *40.6 46.8 *40 4 38. 1 41.9 25. 7 50. 5
1973 -44. 7 41.8 *41.8 47. 3 *40 9 38. 3 43.6 26. 1 50. 8
1974 -45.6 42.9 *42.8 45. 7 *41. 5 37.9 *44. 6 26.6 52. 4
1975 -46.3 *44. 4 *43. 7 44.8 *42. 4 37.5 *45. 0 26.9 54. 2
1976 -47.3 *45. 2 *43. 6 *44. 8 *42.9 *37. 2 *46. 0 27.6 *54. 9
1977 -48.4 46.0 44.2 45.7 44.1 2 37.4 2 46.8 (3) 55.9
1978 -50.0 47.8 43.8 46.4 (3) 2 37, 6 (3) (3) 56.9

* Revisions of the estimates published in Bulletin 1979.
2 Data are for March of each year.
2 Preliminaiy estimate.
3 Not available.

Note: Data relate to the civilian labor force approximating U.S. concepts as a percent of the civilian working age pop-
ulation. Working age is defined as 16-yr-olds and over in the United States, France, and Sweden; 15-yr-oads and over in
Australia, Canada, Germany, and Japan; and 14-yr-olds and over in Italy. For Great Britain, the lower age limit was raised
from 15 to 16 in 1973.

SUPPLEMENT TO TABLE 13.-EMPLOYMENT-POPULATION RATIOS,' 1970-78

United Great
Year States Canada Australia Japan France Germany Britain Italy Sweden

1970 -57.4 54.5 *60.9 63.8 *55. 3 56. 6 57.5 48.0 61. 9
1971 -56.6 54. 5 *60. 2 63.4 *55. 0 56. 1 *56. 9 47.7 61. 6
1972 -57. 0 54.9 *59. 9 62.8 '54. 9 55. 3 56.9 46. 4 61. 4
1973 -57.8 56. 4 *60.4 63.2 *55. 1 54.9 *58. 8 46. 2 61. 4
1974 -.---- 57.8 57. 3 *60.4 62. 2 *55.0 53. 5 *58.7 46.6 62. 6
1975 - 56.0 *56. 9 *59. 2 61. 2 *53. 5 *51. 6 *58. 1 46. 4 63. 8
1976 -56.8 56. 7 *59.0 61. 1 *53. 3 *50 9 *58. 0 46. 3 *63. 9
1977-------- 57. 9 56.6 58.5 61. 2 53. 2 2 51. 0 2 57.9 46. 3 63. 91978 - 59.4 57. 4 57.3 61. 3 2 53 1 2 510 0 2 57.8 46. 3 64. 0

'Revisions of the estimates published in Bulletin 1979.
l Civilian employment approximating U.S. concepts as a percent of the civilian working age population. The data relate

to persons 16 and over in the United States, France, and Sweden; 15 and over in Canada, Australia, Japan, and Germany;
and 14 and over in Italy. For Great Britain, the lower age limit was raised from 15 to 16 in 1973.

2 Preliminary estimate.

Senator SARBANES. Is there a study here-do you have a bulletin
which sets out what new, young entrants into the labor force can
anticipate in terms of the chances of getting a job?

Ms. NORWOOD. We have a program of occupational outlook which
looks at various occupations and tries to explain them-the conditions
of employment and some of the outlook for those occupations over
the next 10 or 15 years. We also do some work involving specific
occupations. And then we have a quarterly publication which looks at
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special kinds of issues. It is oriented toward young people. These ma-
terials are used to a large extent by guidance people and high schools
and traditional educators.

Senator SARBANES. I want to go back to the deterioration in the
unemployment rate in 1974 and 1975 at that rapid pace. Is it your
experience in the past that, as unemployment worsens, it does so
gradually, or in these real leaps? In other words, it was going at one-
half percent to 1 percent a month, month to month, at certain times
in the period which you have just outlined for us.

Ms. NORWOOD. Obviously, once the economy turns into a clear
recession and begins going down, generally in the past the unemploy-
ment rate has gone up. But that increase has edged up and then it
has gone up more sharply. But that, too, is something we can look
at in terms of the number of months it took to really take off and
change.

Senator SARBANES. Thank you, Senator Proxmire.
Senator PROXMIRE. Would the 8.2-percent unemployment be the

worst that we have had in any recession since the Great Depression,
with the exception of 1973-75?

Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. What would be the next level, the next highest

level we have had?
Mr. STEIN. In 1958 we went as high as 7.5 percent.
Senator PROXMIRE. This would be, by a considerable margin, the

worst recession we've had since the depression, with the exception
of the 1973-75.

How about the inflation rate that was predicted? What was it;
11.8? How would that compare with any year we have had in the
past? Have we had worst years than that?

Mr. LAYNG. 1973-74 was worse.
Senator PROXMIRE. How high was the inflation rate in 1973-74?
Mr. LAYNG. It got up to 15 percent.
Senator PROXMIRE. I mean for any one year. I'm just talking about

for the whole year. I don't mean the peak.
Mr. LAYNG. I think it was about the same.
Senator PROXMIRE. About 11.8?
Mr. LAYNG. It was 12.2 percent in December 1974.
Senator PROXMIRE. So on that basis, for a year this would be the

worst inflation, the worst we've ever had, and the second worst unem-
ployment level we've ever had, for 1979.

Now let me ask you about an ingredient of that figure, the mortgage
interest rate. We have gotten a lot of criticism-in fact, I got it from
the Chairman of the Council of Economic Advisers, from Mr. Kahn-
saying that the Consumer Price Index is just very inaccurate and dis-
torted badly by the fact that when the mortgage interest rate goes up,
it is reflected as an increased cost for everybody who has a mortgage
in the whole country, although, of course, only a tiny proportion of
those people have to pay the high rate. Most people would, of course,
pay the same mortgage rate they've paid for years.

In my case, I've had a mortgage on my house for a number of years,
and most Americans have had.

So, what is the justification for that distortion, and why can't we
do something about it?
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Ms. NORWOOD. The issue is one of concept. And you will recall that
I did discuss that in my statement. I know that you wrote me about
that and Senator Bentsen also. We are replying to those letters. But
the basic issue is the question of what it is we are measuring. The
current approach to the measurement of house prices in the index
assumes that a consumer buys a house and that that is what is repre-
sented, the price of that house and the mortgage interest that he
contracts for at the time he enters into that purchase.

The issue that Mr. Kahn and Mr. Schultze have raised is an issue
that the Bureau of Labor Statistics staff raised in 1972, and that is
whether, rather than measuring the purchase price of a house, since
the house is a durable good that is used over a very long period of
time-it is not quite like buying oranges or apples, which are con-
sumed very rapidly-it would be wiser to include in the index a
concept which measures the cost of the shelter or the flow of the serv-
ices provided to a consumer from the house.

The basic issue, I believe, is that consumers, particularly in a period
of increasing rates of inflation, have two elements entering into the
purchase of a house: One is that it is usually a good investment; and
the other is that they want to live in their own home. The flow of
services approach would be directed toward separating out the con-
sumption aspect, which should be represented in the index, from the
investment aspect, which should not, in our view, be reflected in the
index.

The difficulty that we had was that there is some disagreement
about the concept itself, but there is even more disagreement about
the procedure for implementing such a concept in terms of the actual
measurement of it. And we ourselves saw some problems with the
estimation procedure.

Senator PROXMIRE. I hope you are still working on it.
I have to go, unfortunately, because that is the last 5 minutes of

the buzzer.
I thank you once again for a fine job. Thank you very much.
The committee will stand adjourned.
[Whereupon, at 11:20 a.m., the committee adjourned, subject to

the call of the Chair.]
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The committee met, pursuant to notice, at 10 a.m., in room 1202,

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

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

Buechner and M. Catherine Miller, professional staff members:
Katie McArthur, press assistant; and Mark R. Policinski and Carol
A. Corcoran, minority professional staff members.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMIAN

Senator BENTSEN. The committee will come to order. I have said
it before and I will say it again, particularly with the unemployment
figures that will be reported this morning, we need a tax cut and con-
tinued delay in facing up to that need will only throw more people out
of work.

Unemployment in this country last month rose dramatically from
5.7 percent to 6 percent. The number of jobs decreased by 310,000.
Over the past 2 months the unemployment rate shot up by four-tenths
of a percent. We are starting to feel the effects of the recession and un-
fortunately it vill get worse before it gets better.

Since June I have been calling for a tax cut of about $20 billion,
half of it going to individuals and half to the supply side to modernize
the productive capacity of this country. The latter will keep from
having our jobs exported overseas and help fight inflation.

I realize that many of my colleagues have been hesitant to support
a tax cut because we face not only unemployment but inflation as
well. And inflation indeed is a serious problem. The finished goods
index of the Producer Price Index released today shows prices going
up 15.4 percent annually.

But I am not calling for the traditional response to this recession.
We shouldn't try to spend our way out of it. The solution is not
more spending on new government programs. And I am not talking
about the traditional tax cut but a new approach to help fight this
recession. I am talking about a tax cut that not only will not add to
inflation but will help curb inflation.

(221)
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I am talking about the supply side tax cuts that will help combat
the current recession and also help moderate inflation by increasing
productivity in this country. Sooner or later, as the unemployment
increases of the past 2 months continue, sooner or later Congress is
going to enact a tax cut. And it should be done sooner.

We must not repeat the mistake of the 1974 recession. In that
case a tax cut was enacted later, after much foot-dragging and inde-
cision. It didn't contribute to the solution. It just added to the
problem. By the time that tax cut went into effect on May 1, 1975,
the recession had already ended.

Late timing on that tax cut unnecessarily cost a lot of Americans
their jobs. Late timing on that tax cut boosted the rate of inflation
because it kicked in when the economy was already moving upward.

Today, as in 1974, we are confronted by a classic case of stagflation.
Both unemployment and inflation are on the increase. And we cannot
rely on the tired old solutions to fight this problem. We need a different
approach, a fresh approach and supply side tax cuts are the key.

Commissioner Norwood, we are pleased to have you this morning
and we certainly await with interest your report.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY ROBERT L. STEIN, ASSISTANT COMMISSIONER, OFFICE OF CUR-
RENT EMPLOYMENT ANALYSIS; AND W. JOHN LAYNG, ASSIST-
ANT COMMISSIONER, OFFICE OF PRICES AND LIVING CONDITIONS

Ms. NORWOOD. Thank you, Mr. Chairman. I am glad to have this
opportunity to offer the Joint Economic Committee a few brief com-
ments to supplement our Employment Situation and the Producer
Price Index press releases, issued this morning.

The employment situation showed signs of weakening between July
and August as changes in the major labor market indicators were
more clearcut than in previously months. Total employment as meas-
ured by the household survey fell by about 300,000 and the unemploy-
ment rate moved up from 5.7 percent in July to 6 percent in August.

The civilian labor force was unchanged over the month, confirming
the prior evidence of the slowdown in labor force growth. Although the
total number of employees on payrolls of nonf arm establishments
remained at the July level, there was a further decline in factory
employment and in the factory workweek.

Aggregate hours of manufacturing production workers have declined
by nearly 4 percent since March. Small job cutbacks occurred in
several manufacturing industries but the reductions were substantial
in the automobile industry.

Because seasonal adjustment of data for the automobile industry
is especially difficult in the summer months when model changeovers
usually take place, the seasonally adjusted employment totals re-
ported today for the transportation equipment industry may be some-
what overstated.
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Payroll jobs in the automobile industry have declined by nearly
200,000 and on a not-seasonal adjusted basis since May, partly
because of model changeovers but also because of weakening sales and
schedule production cutbacks at some plants.

The jobless rate for auto workers rose from 4 percent in May to
nearly 14 percent in August as the rate for workers in manufacturing
rose from 5.4 to 6.2 percent over the same period. In addition to the
decline in factory jobs, employment in construction fell in August
following a 3-month uptrend from April to July.

The cutbacks in goods-producing industries were offset by gains
of about 150,000 jobs in the service-producing industries. The August
data showed that first statistically significant increase in overall
unemployment since July 1978, when the rate recorded a 1-month
rise of three-tenths of a point to 6.1 percent; during the entire following
year the rate remained in a narrow range close to 5.8 percent.

Over the past 2 months, there has been an increase of nearly 400,000
in the number of unemployed persons, mostly adult men. Since these
were primarily job losers rather than labor force entrants, the increase
was reflected in the addition of more than 300,000 workers to the
State unemployment rolls. Thus far the increase in unemployment
has been essentially limited to white workers.

The civilian labor force remained steady in August. Its growth rate
during recent months has been moderate, compared to rapid expansion
which took place over the past several years.

Since March of this year, the labor force increased by only 335,000,
compared with an unusually rapid 1.6 million growth in the previous
5 months. We don't yet have enough information to know to what
extent this slowdown may reflect economic developments, a change in
the secular growth patterns or merly a temporary pause.

When we look separately at adult men, adult women, and teen-
agers, the three major demographic groups, we see the participation
rate for adult women continued to rise since March, reaching a record
high of 51 percent in August. The labor force participation for adult
men, which had risen six-tenths of a point in the 5-month period
ending in March, dropped four-tenths of a point in the followup 5
months. Teenage participation, which had been slowing down over
the past year, fell further in August.

PRICES

The Producer Price Index released today indicates that prices of
finished goods at the producer level continued to increase sharply in
August. The 1.2-percent rise was the second large rise following a
brief slowdown in May and June.

Food prices at the producer level turned around in August, in-
creasing 1.2 percent as fruit and vegetable prices increased sharply
and prices accelerated in several other product areas.
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Energy products continued to increase sharply with prices of gaso-
line and home heating oil each moving up about 6 percent. Prices of
passenger cars, however, declined with larger than usual yearend dis-
counting. Discounting was expanded into September and should
lead to further reductions in prices of automobiles.

Prices of capital equipment also moved up more slowly in August.
The one-tenth-percent rise was the smallest since January 1973. At
the intermediate or semifinished stage of production, prices continued
to increase, though at a more moderate pace, but prices of fuels
continued to rise sharply.

Both residual fuel oil and commercial jet fuel increased more than
12 percent, and diesel fuel prices increased more than 8 percent. Prices
for most other semifinished goods increased at a somewhat more
moderate rate in August. Overall prices of intermediate materials
other than food and energy increased nine-tenths percent in August,
compared with a 1.3-percent rise in July.

The slowdown was in products such as steelmill products and other
metals, industrial chemicals, plastic materials, and synthetic rubber.
Construction material prices continued to increase moderately. Prices
of crude materials also moderated in August. The increase of one-tenth
percent was much less than July's rise of 1.8 percent.

The deceleration occurred both in crude foodstuffs and feedstuffs,
and in other crude material. At the retail level, prices continued to
increase sharply in July. Prices of energy and housing items led the
rise.

August consumer pricing data will not be released until later this
month. The producer price data released today suggests that no
substantial improvement in prices of consumer goods occurred in
August. Food prices increased at the producer level after recording no
increase in July, and prices of energy goods continued to rise sharply.

Consumer prices of passenger cars should reflect the decline at the
producer level. Most of the other improvements in producer prices
occurred at earlier stages of production, which if sustained will take
several moths before they are reflected in the Consumer Price Index.

In summary, the labor market data released by BLS today reinforces
the signals of weakening economic performance for many other
statistical series.

Unemployment rose as the number of workers on layoff increased.
Factory employment declined in August, and aggregate hours dropped
in a large number of goods-producing industries.

Productivity performance has been poor. Recent data suggest that
employers reduced working hours and are showing signs of paring
employment.

Prices continue to escalate in the double-digit range, and real wages
declined.

We will now be glad to answer any questions you may have.
[The table attached to Ms. Norwood's statement, together with the

Employment Situation and the Producer Price Index press releases
referred to, follows:]
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UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-11 method X-11 ARIMA method
Unad- Range
justed Concur- Extrap- Concur- (cols.

rate Official rent Stable Total Residual olated rent 2-8)

Month and year (1) (2) (3) (4) (5) (6) (7) (8) (9)

1978

August __--___- 5.8 5.9 5.9 5.9 5.9 6.0 5.9 5.9 0.1
September 5.7 5.9 5.9 5.9 5.9 6.0 5.9 5.9 .1
October 5.4 5.8 5.8 5.8 5.8 5.9 5.8 5.8 .1
November 5.5 5.8 5.8 5.8 5.7 5.8 5.8 5.8 .1
December -- 5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .2

1979

January 6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .2
February 6.4 5.7 5.7 5.7 5.7 5.5 5.7 5.8 .3
March - - 6.1 5.7 5.7 5.8 5.7 5.6 5.7 5.7 .3
April -- - 5.5 5.8 5.8 5.7 5.7 5.8 5.8 5.8 . I
May 5.2 5.8 5.8 5.8 5.8 5.9 5.8 5.7 .2
June 6.0 5.6 5.7 5.5 5.7 5.6 5.6 5.7 .2
July - - 5.8 5.7 5.7 5.6 5.8 5.7 5.7 5.7 .2
August 5.9 6.0 5.9 5.9 6.0 6.1 6.0 5.9 .2

Source: U.S. Departmentof Labor, Bureau of Labor Statistics, August 1979.

NOTES TO TABLE COLUMN NUMBERS

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

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

The current "implicit" factors for the overall unemployment rate, derived by dividing the original unemployment rate
by the seasonally adjusted rate for the months of 1978, are: January (111.1), Feburary 112.0, March 106.7, April 94.6, May
9.5, June (105.6), July (102.1) August 98.5, September 97.3, October 93.1, November 95.7, December 95.5.
(3) Concurrent (standard X-il method)-The procedure for computation of the official rate is followed, except that the

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

(4) Stable (standard X-l1 method)-The stable seasonal option of the standard X-11 method uses final seasonal factors
computed as a unweighted average of all seasonal-irregular ratios for the entire span of the period, January 1967-De-
cember 1978. In essence, this procedure assumes that seasonal patterms are relatively constant from year-to-year. The
unweighted average is updated and series revised at the end of each year.

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

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

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

(8) Concurrent (X-11 ARIMA)-The procedure for computation of the X-11 ARIMA rate is followed, except that the
data are re-seasonally adjusted each month as the most recent data become available, i.e., the rate for January 1979 is
based on adjustment of data for the period, January 1967-lanuary 1979. The rates for the current year are shown as first
computed, while data for 1918 are revised to reflect experience through December 1978.

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

The X-11 ARIMA method was developed atStatistic Canada by Estela Bee Dagum and is the official method for seasonally
adjusting the Canadian labor force series. A general description of the method is contained in A Comparison and Assess-
ment of Seasonal Adjustment Methods, for Employment and Unemployment Statistics, by Estela Bee Dagum (Background
Paper No. 5, U.S. National Commission on Employment and UnemploymentStatistics, February 1978).
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THE EMPLOYMENT SITUATION: AUGUST 1979

Unemployment rose in August and total employment declined, the bureau of Labor Statistics of

the U.S. Department of Labor reported today. The Nation's overall unemployment rate was 6.0

percent, op from 5.7 percent in July.

Total employment--as measured by the monthly survey of households--fell by 310,000 in Agout

to 96.9 million. Employment has shown no growth over the March-August period, and the

proportion of the population with jobs declined three-tenths of a percentage point to 39.1

percent over the same span.

Nonfarn payroll employment--as measured by the monthly survey of establishments--held at the

Jaly level of 88.8 million, as declines in the manufacturing and construction industries were

offset by increases in the service-producing sector.

Unenoloyment

The uneoploymemt rate rose from 5.7 to 6.0 percent is August; daring the prior 12-moeth

period, the rate had fluctusted sarrowly around 5.8 percent. The nmber of persons unemployed

also increased over the month, from 5.8 to 6.1 million. Much of this increase was due to a

sharp joup in the nunber of persona on layoff. (See tables A-I and A-S.)

July-August increases in joblessness among the major demographic groups were use-no. The

unemployment rate for adult men (4.2 percent) was little changed over the month, though it wes

op three-tenths of a percentage point fro. June. The jobless rate for adult uoman rose from 5.3

percent in July to 3.9 percent in August, and the teenage rate increased from 15.3 to 16.5

percent. Whereas there wee virtually no change in the rate for black amd other werkers (11.0

percent), the rate for whits workers rose from 4.9 to 5.3 percent. (SeeBtable A-2.)

The median duration of unemployment fell by more then a full week to 4.9 weeks, reflecting a

siceable increase in the nunber of the newly unemployed (persoss who have been seeking jobs for

less then 5 weeks). There -as also an increase in long-term joblessness (15 weeks and longer)

over the month. (See table A-4.)
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Total Epilovment and the Labor Force

Total eploysent declined by 310,000 in AUgSUt to 96.9 sillio; this reduction uao

concentrated anOng teenagers. Despite substantial fluctuations in the 5 .nths since March,

esployaent in August -as at about the level prevailing in March. Because of the steady upward

trend prior to March, esplnynet shoved strong growth over the past year (2.1 nillion), with

all najor denagraphic groups sharing in the advance.

The civilian labor force, at 103.0 nlllion, van uochanged over the sooth, but it was 2.3

olilion higher than its year-ago level. While the overall labor force participation rate, at

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

I Qoarterly averages M 8tnthly data

Selected categories 1 1 1
1978 I 1979 I 1979

' II I I I I
II I I11II1 IV I I I II IJune I July l Ae.

HOUSEHOLD DATA
| Thousands of nersons

Civilian labor force ........... 100,1271100.7531101,5241102,4751102,2951102.5281103,0591103,049
Total aoploylnant ......... . 94,0991 94,7261 95,6161 96,5961 96,4151 96,7541 97,2101 96,900
Uneploy t... . 1 6,0281 6.0271 5,9081 5,8781 5,8801 5,7741 5,8481 6,149

Not in labor fare ................. 1 58,4781 58,4821 58,3981 58,0951 58,8861 58,8651 58,5451 58,752
Discouraged snrkers . 8511 8531 7601 7241 8261 N.A.1 N.A.1 N.A.

I Percent of labor force

Uneiploynant rates: II I I I I

All workers ............... 1 6.01 6.01 5.81 5.71 5.71 5.61 5.71 6.0
MAlt nn. . ....... 1 4.21 4.11 4.01 4.01 3.91 3.91 4 11 4.2
Molte ................ 6.11 6.11 5.81 5.71 5.71 5.81 5.51 5.9
Teenagers ................ 1 16.11 16.11 16.31 15.81 16.21 15.31 15.31 16.5

Whita ............... 1 5.21 5.21 5.11 5.01 4.91 4.91 4.91 5.3

Black and other ............... 1 12.11 11.71 11.51 11.41 11.61 11.31 10.81 11.0
FHll-tine workers .............. 5.51 5.51 5.21 5.21 5.21 5.11 5.31 5.4

NSTABLI8HMllT DATA I
I Thousands of Jobs

Nonfar= payroll naploynent ........ 1 85,6771 86,1151 86,9631 87,8681 88,5171 88,764188,813pl88,815p

Goods-producing industries ...... 25.3761 25.4781 25,8571 26,2411 26.4021 26,43312
6
,

4
41pl

2 6
,
2 8 6

p
Service-producing industries. ...l 60,3021 60.6371 61.1061 61.6281 62.1151 62,331162,372p162,529p

I HourE of work
Average weakly hoors: II I I I

Total private nonf .r........... I 36.01 35.81 35.91 35.81 35.61 35.71 35.
6
pl 35.

6
p

Manulacturig .................. I 40.61 40.41 40.61 40.71 39.81 40.11 40.2pl 
4

O.Op

Manufacturig overtie .......... .61 3.51 3.71 3.81 3.11 3.21 
3

.3pl 3.
3
p

p-prelininary N.A.-not available
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63.7 percent, was little changed from the July level, participation anong adult men and

teenagers declined, whereas the rate for adult women rose to 51.0 percent, a record high.

Industry Payroll fpnlovyent

Nonfan payroll employment wea unchanged in August at 88.8 million, marking the third

straight month that the total han been at this level. Payroll employment had been on a

relatively steady upward course prior to March, such that the over-the-year growth (Auguct

1978-79) was a strong 2.6 million. Over-the-month job, gains took place in 52 percent of the 172

industries comprising the BLS diffusion index of nonfarm payroll employment. (See tables B-I

and B-6.2

Employment in the goods-producing sector was down by 155.000 from July, as declines of

50,000 in construction and 125,000 In manufacturing overshadowed a gain in mining. Within the

durable goods induntries, employment reductions of 30,000 in electrical equipment and 10,000 in

machinery both ware principally the result of strikes; there were also declines of 15,000 in

primary metals and 10,000 In the fabricated metals industry. There is also substantial evidence

that employment dropped in the automobile industry; however, difficulties in the seasonal

adjustment of the employment totals in the transportation equipment industry relating to model

changeover make it hard to identify the eatent of this drop at this time. Among the nondurable

goods industries, deCreases of about 20,000 each were registered in the food processing,

apparel, and rubber and plastic products industries. Total factory employment has dropped by

about 225,000 since March; this weakness in factory employment was also reflected in sn increase

in the unemployment rate for workers in this industry since March, from 5.2 to 6.2 percent.

Employment in the service-producing sector rose by 155,000 in August, led by a 75,000

increase in services. Job gains also took place in trade, State and local gevernment. and

finance, insurance, and real estate.

Hours

Hours of work remained below March levels. The everage workweek of production or

noneupervisory workers on private nonagricultural payrolls was 35.6 houro in August, unchanged

from July. The manufacturing workweek declined 0.2 hour over the month to a level of 40.0

hours, while factory overtime, at 3.3 hours, was anchange4 from July. (See table 8-2.)
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The inde of aggregate weekly hours declined by 0.3 percent in August. Although the index

asn up 2.7 percent f:oo August 1978, it has dropped by 0.8 percent since March. (See, table

B-5.)

Hourly and Weekly Earnings

Average hourly earnings of production or nonsupervisory workers no private onnagricultutal

payrolls ruse 0.2 percent in August and were 8.0 perceot above the August 1978 level (.ea.onally

adjusted). Average weekly earnings aIso ruse 0.2 percent io August and were up 7.4 percent avnr

the year.

Before adjustoent for seasonality, average hourly earnings edged up 1 cent iron July to

$6.16, 45 cents above August 1978; average weekly earnings were $221.76 in August, up 36 cents

fron July and $15.06 over the year. (See table B-3.)

The Hourly Earnings Inden

The Hourly Earnings Index--earnings adjusted for overtine in nanufacturiog, seasonality, and

the effectn of changes in the proportion of sorkers in high-wage and low-wage industries--was

231.0 (1967-100) in Asgust, 0.2 percent higher thae in July. The inden was 7.6 percent above

Auiust a year ago. During the 12-onth period ended in July, the Hourly Earningo Index in

dollars of constant purchasing power decreased 3.4 percent. (See table B-4.)



230

Explanatory Note

This release presents and analyzes statistics from
two major surveys. Data on labor force, total employ-
ment, and unemployment (A tables) are derived from
the Current Population Survey-a sample survey of
households which is conducted bv the Bureau of the
Census for the Bureau of Labor Statistics. Beginning in
September 1975, the sample was enlarged bV 9,000
households in order to provide greater reliability for
smaller States and thus permit the publication of annual
statistics for all 50 States and the District of Columbia.
These supplementary households were added to the
47,000 national household sample in Januarv 1

978
, thus

the sample now consists of about 56,000 households
selected to represent the U.S. civilian noninstitutional
population 16 years and over.

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

Comparability of household and payroll
employment statistics

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

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

Unemployment

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

job during the survey week: (2) have nmade specific
efforts to find empioyvient sometime during the pier 4
weeks; and (3) be presently available for woik. In
addition, persons on invoff and those wuaitiig to be-in a
new job (within 30 days), neither of ihem nuvst meet
the jobseeking requirements. are also classified as
unemployed. The Unmotloved total iclIevdcv all pcrSOeii
who satisfactorily meet the above criteria, regardless
of their eligibility for uneniploynient insurance benefits
or any kind of public assistance. The unemployment rate
represents the unemployed as a proportion of the
civilian labor force (the employed and unemployed
combined).

The Bureau regularly publishes a wide variety of
labor market measures. See, for example, the demo-
graphic, occupational, and industry detail in tables A-2
and A-3 of this release and the comprehensive
data package in Employment and Earnings each month.
A special grouping of seven unemployment measures is
set forth in table A-7. Identified bv the symbols U-1
through U-7, these measures represent a range of
possible definitions of unemployment and of the labor
force-from the most restrictive (U-l1 to the most
comprehensive (U-7). The official rate of unemployment
appears as U-5.

Seasonal adjustment

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

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

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

Sampling variability

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

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

Although the relatively large size of the monthly
establishment survey assures a high degree of accuracy,
the estimates derived from it. also may differ from the
figures obtained if a complete census using the same
schedules and procedures were possible. Ilowever, since
the estimating procedures utilize the previous month's
level as the base in computing the current mouth's level
of employment (link-relative technique), sampling and
response errors may accumulate over several months.
To remove this accumulated error, the employment
estimates arc adjusted to new benchmarks
(comprehensive counts of employment), usually on an
annual basis. In addition to taking account of sampling
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individual establishments. Employment estimates are
currently projected from March 19771evels.

One measure of the reliability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is

.small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by less than the RMSE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
81,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables K through P in the "Explanatory
Notes" of Employment and Earnings.
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Chart 1. Civilian labor force and employment
(Seasonally adjusted)
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PRODUCER PRICE INDEXES--AUGUST 1979

The Producer Price Index for Finished Goods moved up 1.2 percent from July to August
on a seasonally adjusted basis, the Bureau of Labor Statistics of the U.S. Department of
Labor reported today. The August advance was about the same as in July. Prices for
intermediate (semifinished) goods also rose 1.2 percent, following an even larger increase
in the preceding month. After increasing sharply in July, crude material prices edged up
only slightly. (See table A.)

Among finished goods, prices for finished consumer goods advanced 1.6 percent
following a 1.2 percent upward movement in July. but capital equipment prices rose much
less in August (0.1 percent) than in the preceding month (0.8 percent). Much of the
acceleration in consumer goods was caused by food prices, which rose 1.2 percent after
showing no change in July. (See table B.) Prices for finished energy goods climbed

Table A: Percen; changes from preceding month in selected stage-of-processing
price indexes, seasonally adjusted*

I I I ~ ~~~~ II

I I Finished goods I Intermediate goods I Crude goods

I I I I I I Foods I I I Foodstuffsl I

I I Total IConsumerl Other I Total I and I Other I Total I and 1Other I
I Month I I foods I I I feedsI/I I I feedstuffsl I

I I I I I I I I I I I

1Aug. 19781 0.3 1 -0.4 1 0.5 1 0.6 1 -0.6 1 0.7 1 0 1 0 1 0.1I

ISept.....I .81 1.5 1 .61 .6 1 1.6 1 .6 1 1.7 1 1.8 1 1.61
loct. .... I .81 1.6 1 .51 1.2 1 2.8 1 1.1 1 2.8 1 3.7 1 1.71

INov.. . .1 .71 .8 1 .71 .8 1 -.9 1 .9 1 1.1 1 .9 1 1.71
lDec. .... I 1.0 1 1.2 1 1.0 1 .7 1 1.6 1 .7 1 .7 1 .3 1 1.21

Jan. 19791 1.3 1 1.8 | 1.1 I 1.1 1 .2 1 1.2 1 2.3 1 2.8 1 1.61

IFeb.....I 1.1 1 1.8 1 .91 1.1 1 3.01 1.0 1 3.3 1 3.8 1 2.71
IMar. ... I 1.0 1 1.2 1 .9 I 1.1 I -.1 I 1.1 I 1.0 1 .3 | 2.21
Apr .. I .9rl -. 4 1 1.3r1 1.5r1 -.5 1 1.6r[ -.4 1 -.4 1 -.5I

Imay ... .1 .3rl -1.4r1 .9rl .8rl .7 1 .8ri .8 1 -.2r 1 2.31
IJune .... I .5 1 -1.2 1 1.1 1 .9 1 -.6 1 1.0 1 .7 1 -1.2 1 3.31
IJuly .... I 1.1 1 0 1 1.4 1 1.9 1 6.7 1 1.6 1 1.8 1 2.1 1 1.41
1Aug .. I 1.2 1 1.2 1 1.2 1 1.2 1 -2.6 1 1.4 1 . 1 -.2 1 .51

_________I __________ 1 I I I....... _ I I I

1i Intermediate materials for food manufacturing asd manufactured animal feeds.
0 Data for April 1979 have been revised to reflect the availability of late reports

and corrections by respondents. For this reason, some of the figures ihown above
and elsewhere in this release may differ from those previously reporter..

r- revised.
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5.8 percent, only slightly less than the 6.2 percent advance in the previous month. Prices
for finished consumer goods other then food and energy rose 0.9 percent, about the same as
the 0.8 percent increase in July.

Before seasonal adjustment, the Producer Price Index for Finished Goods moved up
0.7 percent to 217.3 (1967-100). Over the year, the Finished Goods Price Index increased
11.1 percent. The finished energy goods index was up 47.4 percent from August 1978 to
August 1979, the finished consumer foods index rose 8.4 percent, the index for finished con-
sumer goods other than food and energy was 8.2 percent higher than a year ago, and capital
equipment prices were up 8.6 percent. The Producer Price Index for intermediate goods
increased 13.7 percent over the year, and prices for crude materials advanced 17.3 percent.

Finished Goods

Finished consumer goods. The Producer Price Index for finished consumer goods
(those eventually sold to retailers) advanced 1.6 percent in August, more than in any
other sooth since November 1974. The finished consumer foods index increased 1.2 percent,
after registering no change in July and decreasing for 3 consecutive months before that.
Price increases accelerated sharply for fresh and dried fruits and vegetables. Prices
also rose for milled rice, whole black pepper, flour base mixes and doughs, roasted
coffee, bakery products, dairy products, vegetable oil end products, and refined sugar in
consumer sie packages. Prices turned up for pork and poultry after declining for several

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

|_ I Changes from preceding month, seasonally adjusted lChange in I
I l|I finished )

l l I l IFinished consumer goods excluding foods goods from I
I I |Capital IFinishedi | 12 months I
I Month IFinishedl equip- 1consumer) I I I ago I
I I goods I ment I goods I Total I Durables I Nondurables I (unadj.)

jAug. 19781 0.3 I 0 I 0.2 1 0.5 1 0.8 1 0.4 1 7.9 I
Sept. .8 1 .5 | .9) .51 .7 | .5 | 8.4 )

loct ... I .8 1 .6 1 .8 1 .4 1 -.8 1 1.1 1 8.5 1
INo v. 1 .7 | .8 ) .6 ) .6 ) .1 | .9 | 8.5 1
IDec .. I 1.01 .6 | 1.2 ) 1.2 1 1.4 | 1.0 1 9.2 l

|Jan. 1979) 1.3 | 1.0 | 1.4 | 1.2 | 1.1 | 1.2 1 9.8 l
IFeb .. I 1.1 I .9 | 1.2 | .9 I .9 1 .9 | 10.2 l
IMar. .... I 1.0 | .6 | 1.1 I 1.1 | .5 1 1.4 | 10.6 l
IApr. .... I -.9r I 1.2r 1 .7 1 1.3 1 .9r 1 1.6 1 10.4r I
IMay *.. I .3r I .5r | .3 | 1.

2
r I .6r 1 1.6 | 10.0 I

|Juen ... I .5 .5 1 .5 1.4 ) .4 1 2.0 | 9.7)
IJulY .... 1.1 1 .8 1 1.2 1 1.9 1 1.0 1 2.3 1 10.1 I
|Aug .. I 1.2 ) .1 1 1.6 1 1.8 ) .5 | 2.6 1 11.1 I

I_ ______I I I i 1' 1 I

* Data for April 1979 have been revised to reflect the availability of late reports
and corrections by respondents. For this reason, some of the figures shown above
and elsewhere in this release may differ from those previously reported.

r revised.
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months. Beef and veal prices, however, declined for the fourth consecutive month, and egg
prices fell even more than in July.

The index for consumer nondurables other than foods rose 2.6 percent, after rising

2.0 percent and 2.3 percent in June and July, respectively. As in July, the largest

increases were registered for energy items: Gasoline prices rose 6.1 percent, compared
with 3.9 percent last month, while prices for home heating oil rose less (6.0 percent)
than in July (9.0 percent). Prices for sanitary papers and health products, soaps and
synthetic detergents, tobacco products, and tires and tubes increased considerably more
than in the preceding month.

The index for consumer durables rose only half as much in August (0.5 percent) as in

July (1.0 percent). The slowdown was mainly due to a 0.4 percent decline for passenger

car prices, which had advanced 1.3 percent in July. Cutlery prices also decreased. On

the other hand, large increases were registered for household flatware, lawneowers, and
jewelry.

Capital equipeent. The index for capital equipment edged up 0.1 percent, the
smallest rise in more than 6 years. Motor truck prices decreased even more than in July,

and prices for office and store equipment and commercial furniture also moved down.
Prices rose less than in the previous month for many other kinds of capital equipment,
such as railroad equipment, machine tools, construction machinery, and special industry
machinery.

Intermadiate Materials

The Producer Price Index for intermediate materials, supplies, and components rose
1.2 percent in August on a seasonally adjusted basis, following a 1.9 percent increase in

the previous month. Prices for processed fuels advanced even more than in recent mnnths,
but food and feed prices turne4 down and increases for most other intermediate goods
slowed somewhat.

The index for processed fuels and lubricants moved up 5.2 percent, sore than in any

other month so far this year. Prices for both residual fuel and commercial jet fuel

increased more than 12 percent, and diesel fuel prices also continued to rise sharply. On

the other hand, prices for liquefied petroleum gas rose much less than in July, and
electric power continued to move up moderately.

The intermediate foods and feeds index decreased 2.6 percent, after a 6.7 percent
increase in July. Prices fell after rising in the previous nonth for manufactured animal

feeds, flour, and refined vegetable oils. Prices for animal fats and oils dropped even
more sharply than in the 3 preceding months. Confectionery moterials prices continued to
rise but considerably less than in July.

The index for intermediate materials less food and energy rose 0.9 percent,

following a 1.3 percent increase in July. This slowdown was most noticeable in the

durable manufacturing materials category, as prices declined for steel mill products,

zinc, lead, and tin. Aluminum prices rose less than in July, but copper prices turned up

markedly after falling for 3 consecutive months.

The nondurable manufacturing materials index moved up 1.2 percent, after advancing
2.0 percent in July. Prices continued to rise, although less than in the previous .. nth,
for synthetic rubber, industrial chemicals, and plastic resins and nateriols. Leather

prices declined for the third consecutive month. Price increases accelerated, however,
for paperboard and inedible fats and oils.
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Construction material prices continued to advance moderately (0.5 percent). Prices
rose more then in July for softwood lumber, plumbing fimtures and brass fittings, and
beating equipment. Following 3 months of declines, prices increased for building paper
and board. In contrast, asphalt roofing turned down.

Prices for components for manufacturing were up 0.8 percent, following a 1.1 percent
rise in July. Higher prices were registered for electronic components and accessories,
internal combustion engines, and switchgear and switchboards; however, prices for motor
vehicle parts declined. Other intermediate nonfood nonenergy items which rose in price
included paper boxes and containers, mixed fertilizers, farm machinery parts, plastic
packaging and shipping products, electric lamps and bulbs, and cutting tools and
accessories.

Crude Materials

The Producer Price Index for crude materials for further processing edged up
0.1 percent on a seasonally adjusted basis, following a 1.8 percent advance in the previous
month. Much of the deceleration was due to a 0.2 percent decrease in prices for crude
foodstuffs and feedstuffs, which had climbed 2.1 percent in July. Corn and green coffee
prices turned down in August after increasing substantially for several months. Cattle
prices declined for the fourth consecutive month, and cocoa beans fell almost as sharply
as in July. On the other hand, hog and live poultry prices increased after several
months of decreases, and prices for wheat, soybeans, and raw cane sugar advanced more than
in the preceding month.

Prices for crude energy materials moved up 2.7 percent over the month, about the
same as in July, an crude petroleum and natural gas prices continued to rise rapidly.
Prices for crude materials other than food and energy, however, decreased 2.6 percent,
even mare than the 1.9 percent drop in July. Nonferrous scrap prices declined sharply
after rising in most other months so far this year, and hide and skins decreased more than
9 percent for the second consecutive month. Prices for iron and steel scrap also
fell, although not as much as in the previous month. Higher prices were registered for
potash and sand, gravel, and crushed stone.
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received in primaty markets of the United States
by producers of commodities in all stages of processing.
These data were previously presented as the Wholesale Price
Index The name "Producer Price Indexes" is now being
umed to reflect more accurately the coverage of the data.
The sample umed for calculating these indexes continues to
contain nearly 2,800 commouities and about 10,000
quotxtions selected to represent the movement of prices
of all commodities produced in the manufacturing, agricul-
twre, forestry, fishing, mining, gas and electricity, and
public utilities sectors. TI' universe includes all eom-
moditles produced or imported for sale in commercial
tansarctions in primary marketa in the United States.

Producer Price Indexes can be organized by stage of
processing or by commodity. The stage of processing
structure organizes products by degree of fabrication
(i.e., finished goods, intermediate or semifinished goods,
sod crude materials). The commodity structure organizes
products by similarity of end-ume or material composition.

Finished goods are commodities that will not undergo
further processing snd are ready for sale to the ultimate
user, eithqr an individual consumer or a business firm.
Capital equipment (fotmerly called producer finished

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

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

Chude nsaterials for flurther processrtng include products

entering the market for the first time which have not been
manufactuted or fabricated but will be processed before
becoming finished goods. Scrap materials are also included.
Crude foodstuffs and feedstuffs include items such as
grains and livestock. Examples of crude nonfood materials
include raw cotton, crude petroleum, natural gas, hides
and skins, and iron and steel scrap.

I RIEDIED GOODS INTERMEDIATE MATERIALS. CAis - -KRIAI
SUPPLIES AND COMPONENTS

I AUTnoUCot \ /N, rog /o NAW
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For analysis of general price trends, stage of processing
indexes are more useful than commodity grouping indexes.
This is because commodity grouping indexes sometimes
produce exaggerated or misleading signals of price changes
by reflecting the same price movement through various
stages of processing. For example, suppose that a price
rise for steel scrap results in an increase in the price of
steel sheet and ther1 an advance in prices of automo-
biles produced from that steel. The All Commodities
Price Index and the Industrial Commodities Price Index
would reflect the same price movement three times-once
for the steel scrap, once for the steel sheet, and once for
the automobiles. This multiple counting occurs because the
weighting structure for the All Commodities Index uses
the total shipment values for all commodities at all stages
of processing. On the other hand, the Finished Goods
Price Index would reflect the change in automobile prices,
the Intermediate Materials Prie Index would reflect the
steel sheet price change, and the Crude Materials Price
Index would reflect the rise in the price of steel scrap.
(See illustration.)

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

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

In calculating Producer Price Indexes, price changes for
the various commodities are averaged together with weights
representing their importance in the total net selling value
of all commodities as of 1972. The detailed data are
aggregated to obtain indexes for stage of processing
groupings, commodity groupings, durability of product
groupings, and a number of special composite groupings.
Each index measares price changes from a reference
period which equals 100.0 (usually 1967, as designated by
the Office of Management and Budget). An increase of 85
percent from the reference period in the Finished Goods
Price Index, for example, is shown as 185.0. This change
can also be expressed in dollars, as follows: "The price
of a representative sample of finished goods sold in
primary markets in the United States has risen from $100
in 1967 to $1855"

A Note about Calculating
Index Changes

Movements of price indexes from one month to another
are usually expressed as percent changes rather than changes
in index points because index point changes are affected
by the level of the index in relation to its base period,
while percent changes are not. The box below shows the
computation of index point and percent changes.

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

Indea Pubs: Chee
Fisshed Guaods Pise lAdes 185.5
lesspeviousindec 1 4.5
equals index point choheg 1.0

indes sx r-ert T s

ade Point p iauoae 1.0
divided by the previous indes 184.5
equal O.oos
result muntiplied by o00 0.005 a 100
equals jdes pearcnt chese 0.5

A Note on Seasonally
Adjusted Data

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

For analyzing general price trends in the economy,
seasonally adjusted data usually are preferred because
they.etiminate 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 changeovers, seasonal discounts, and holidays.
For this reason, seasonally adjusted data more clearly reveal
the underlying cyclical trends. Seasonally adjusted data are
subject to revision when seasonal factors are revised each
year.

The unadjusted data are of primary interest to users
who need information which can be related to the actual
dollar values of transactions. Individuals requiring this
information include marketing specialists, purchasing agents,
budget and cost analysts, contract specialists, and com-
modity traders. Unadjusted data generally are used in
escalating contracts such as purchase agreements or real
eatate leases.
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Table 3. Prodwer plse In xes for e t ommodity groupings'
(1967-1 301

I UADJUSTEC TNCEX

GROUPING IAPRIL 1979 2/I AUG. 197S 2/1

ALL COYMMODIIES ................... 230I 238.1 1ALI. CCYYICD!TIES (1957-55-1101 .......... ;;..;...... 244.3 1 252.61

MAJCR CnEMODITY GPOUPS I I I

FR I P-IOUCTS AND PROCESSED FOODS AND FEEDS .I 231.2 1 227.3 I
F8RM P I0UUCS.I 246.0 1 238.5 1
,rCSCE) FOCDS END FE .. I 222.3 1 220.3 3

IN)U'TF.16 !GM40,3I T
!NT'T 7,-I.L CSMD..ITIES .. I 229.0 1 243.3 1

-ATI L OUCTS END APPAPEL .I 166.4 170.4 1
1JEE, -KINS, LEATHER, AND RELATED PRODUCTS. I 258.S I 258.C 1

FU-CLS UN3, ELATE0 P'cDIICTS AND POWER / l. . 361.5 1 432.5
CHEMICAl 5 AND ALL IED PRODUC7TS / . .I 219.1 I1 27.- I
PJ"'R A 'DPLASTIC P'COUCTS . .I 18.R I 197.4 1
LIN -R AN3 WC^D PRrUCUTCS . I 334.9 1 334.4 1
-'ILP, P'A'R, AND ALLIEJ PRODUCTS .I 215.3 1 221.S I
M-TALS A!1 METAL PR0OU.TS . . 256.0 I 261.6 1
MACHINERY AND E3UIPMEN1 ................ ......... I 209.8 I 215.7 1
FJRTItUlE 49N HCUSEHOLD 3URA8LES . ................ 168.7 1 170.7
"CJM TALLIC MINFRAL PR CTU 7 I 243.4 1 249.6 1
'ANRPS-rTaTIEN EQUIPMENT (DEC 1968 I O D I e6.8 i 187.12 I
1 SC-LLAME0IIS -R' DUCTS . ......... ...........I 201.4 1 2C8.2 2

-1111ST'ISL CCMMODITIES LESS FU_LS AND RELATED I I I
'PCnjOS 1NZ3 PWER . .I 214.7 I 220.1 I

OTHEF COMMODITY GROUPINGS I I I

31-' CTHER FARM PR0.UCTS . 255.1 I 310.9 I
37-S C1REAL AND RkKEPY PRODUCTS .I 23.20 215.1 1
2-7 "A75S. POULTRY, AND FISH .I 253.0 1 225.5 1

!2-5 SUTr AND CCNFECTICNERY .I 208.7 1 218.3 1
;7-6 R9V-RAGES AND REVERATE MT ERIALS .I 2C1.5 1 215.9 1
12-6' ACKAYGD 8EV-RAGOD MATERIALS.E I 29. I 3535.0
22-7 F1 A END 0 1S . 1 246.2 1 251.C I
24-9 4 7MT L EATHL E AND RELATEO PRDUCTS .I 2L0.9 1 211.0 I
15-3 G45 "IIELS 1/.I 477.4 1 569.C I
'5-7 REFINED PETROLEUM PRODUCTS 3/. 378.6 I 492.9 1
'6-3 573uS AND PHARMACEUTICALS ........... I 17.5 1 159.6 6
6-5 AGPICULTURAL CHEMICALS AND PRODUCTS.. . I 209.8 1 213.5 I
76-7 'THER CHEMICALS AND ALLIED PRODUCTS .. I e16.9 1 193.9 1
37-1 1q99FR AND RU3RER PRDDUCTS .I 2CI.2 1 212.4 1
77-11 CRUDF R88ER .I 211.6 I 232.2 I
17-13 MISC-LLANEOUS RU398R PRODUCTS .I 201.3 206.1 1
1Q-? NONFERROUS METALS .I 259.6 262.3 I
10-4 HARDWAPC I 215.8 1 220.3 I
11-3 Y TALWORKING MACHINERY AND EQUIPMENT . I 235.3 1 243.2 1
11-4 GENER4C PURPOSE MACHINERY AND EQUIPMENETI 232.6 1 237.8 1
11-7 EL-CTRICAL MACHINERY AND EOUIPPENT .I 175.0 1 181.C I
11-9 M1'C-LLANE3US MAHINERY AND EaUIPMENT .I 25.4 1 209.8 I
13-2 CONCRETE INGREDIENTS ......... ,I 242.0 1 244.7 I
14-1 MZTOR VEHICLES AND EQUIPMENT .I 19.4 1 189.2 I
15-4 'HOTIGFAPHIC DQUIPMENT AND SUPPLIES .............. I 150.1 I 152.0 I
1-' CTHER AISCELLANEDUS PRorUCTS .I 246.1 1 260.1 1

…_- ______________________________________ I_ _...~. _ _ _______ I _

1/ INREXES FOR THESE COYMMDITY GROUPINGS ARE NOT INCLUDED
IN TA31E 2 PECAUSE THEIR COMPONENTS ARE DIVIDED AMCNG DIFFERENT
'TAGES 'F PR0CESSING.

2/ DATA FPD APRIL 1979 HAVE REEN REVISED TC REFLECT THE
SVAILARILITY OF LATE REPORTS AND CDRRECTICNS BY
FFS-'NDENTS. ALL DATA ARE SU3JECT TO REVISION FOUR
,PNTHS SFTER ORIGINAL PUSLICATION.

2/ PFICES CF SOME ITEMS IN THIS GROUPING APE LAGGED I MONTH.
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Chart 1
Finished Goods Price Index and its components

1969 - 79
3-month annual rates of change

(Seasonally adjusted)
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Chart 2
Intermediate Materials Price Index and Its components

1969 - 79
3-month annual rates of change

(Seasonally adjusted)
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Chart 3
Crude Materials Price Index and Its components

1969 - 79
3-month annual rates of change

(Seasonally ad { us ted)
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Senator BENTSEN. When you talk about real wages declining, prices
continuing to escalate, unemployment increasing, in 1974 they coined
a new word for that and called it stagflation. Isn't that what we have
now?

Ms. NORWOOD. I think it is too early to characterize in technical
terms what we have now, Senator Bentsen, but a downturn in the
economy has been reported by many of the indicators and now we have
the first month of labor market change. We don't know what the
following months will show.

Senator BENTSEN. What concerns me, in the numbers for 1974 and
for this month, is the fact that one of the great dissimilarities with
1974 was this time business learned to control and hold down inven-
tory. But now I am seeing new numbers that make it appear that the
early estimates that inventories were being held down were wrong,
and that inventories are moving up, and this situation gives us a great
deal of concern as sales are dropping.

That is what we went through in 1974-75.
Ms. NORWOOD. There has been a good deal of discussion in the last

couple of months, particularly, as I recall, by Alan Greenspan, about
the problems of measurement of inventories. There have always been
difficulties in deflating inventory information, and it may be that we
will find that they have been underestimated, but I don't think there
is any evidence in the data as yet to show that inventory buildups are
at anywhere near the rate that they were in the 1973 time period.

Senator BENTSEN. Isn't it correct that the early estimates, the last
reports we had, were underestimating the inventory buildup and are
being corrected now in the other direction with their estimate?

Ms. NORWOOD. Yes; that is right.
Senator BENTSEN. Let me understand this. In your statement you

say thus far the increase in unemployment has been essentially limited
to white workers. What has happened to women and teenagers?
Typically they are the last hired and first fired, and we had some recent
progress in unemployment in those two groups.

Are you saying we have held back that progress?
Ms. NORWOOD. I think it is important to remember, Senator Bentsen,

that any kind of unemployment, of course, is a serious problem. Blacks,
teenagers, and women traditionally have higher unemployment rates
than white males in good times as well as bad. When the economy
begins to turn down, whether it be slightly, or more fully, the question
is where that reduction in employment is coming about.

The establishment survey has been showing a reduction for some
time in the manufacturing industries. So then we have to look at what
the labor force of those industries is. This was certainly shown in the
1973-75 recession which tended to hit the durable goods manufacturing
industries. If, for example, we had a big downturn-if we were to have
a big downturn in, say, the apparel manufacturing industry, where
we know there are a large number of women employed, we would
expect to see an increase in unemployment for women.

So I think we have to take all of these factors into account, and
you have to separate the structural from the cyclical as well.

Senator BENTSEN. I know you said that car prices were down four-
tenths of 1 percent. Does that reflect these large rebates to the dealers
that supposedly go on to the consumer that Chrysler has announced?

Have those been factored in yet or not?
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Ms. NORWOOD. It reflects some of the rebates-to dealers from the
other companies, but the

Senator BENTSEN. Ford said they are making the biggest rebates
in history. I assume Chrysler is trying to top that.

Ms. NORWOOD. The Chrysler rebate is directly to the consumer and
would show up in the Consumer Price Index and the Producer Price
Index.

Senator BENTSEN. How closely did they relate?
Ms. NORWOOD. It will show up in the Producer Price Index, but

later.
Mr. LAYNG. It was announced in the press August 20 to be effective

after that time. It will show up in September.
Senator BENTSEN. That is what I wanted to know. And domestic

car sales are down, but aren't foreign car sales substantially up?
Ms. NORWOOD. They are up some. We can supply that information

for the record if you wish.
Senator BENTSEN. If wholesale gasoline prices went up 6.1 percent

in July, how much will that affect the price at the pump, the price I
have to pay when I drive up there?

I went up to the pump the other day and-they couldn't go over a
dollar so they put it-they doubled the price for me at the end.
Instead of thinking I had bought $10 worth of gas, as it showed on
the meter, they told me I bought $20 worth of gas.

The pump couldn't reflect more than $10. It took me a while to
accept that. Will you tell me what I will have to accept next time I
drive up if wholesale prices of gas had gone up 6.1 percent in July?
What will happen to the pump price?

Ms. NORwoon. I had the same experience, except I realized that
the gas station attendant forgot to double the price and I had to
point that out to him. [Laughter.]

Senator BENTSEN. You are exceptional. [Laughter.]
Ms. NORWOOD. I think it is clear that there will be an effect but I

think there will be some lag in that effect passing through retail. Mr.
Layng can give you a rough calculation of what that might be if it
were passed through.

Mr. LAYNG. At a dollar a gallon, you are talking essentially 6 cents
or a nickel. Roughly a nickel a gallon.

Senator BENTSEN. Six-tenths of 1 percent.
Mr. LAYNG. The Producer Price Index data reported for August

for gasoline reflects July data. In a sense we have already seen what
happened at the retail level. This data comes directly from refiners
with a 1-month lag. You have to look at the July Consumer Price
Index and the August Producer Price Index to line them up; 6 percent
is roughly 6 cents a gallon at the retail level.

Senator BENTSEN. Senator Javits.
Senator JAVITS. Thank you. First, it occurred to me as I looked

over your statement to ask you whether any effort will be made to
chart the course of productivity and its relation to inflation. I noticed
at the very end of your statement you obviously had figures you are
working with. You say productivity performance has been poor, and
then you say prices continue to escalate in the double-digit range.

NOW, has any effort been made to correlate the decline in produc-
tivity which seems to me catastrophic with the increase in inflation?



262

Ms. NORWOOD. There are a number of studies. We are continually
looking at these relationships. One would, of course, expect that a
downturn in productivity performance would be associated with an
increase in prices.

Senator JAVITS. The reason I asked that is because there is a great
renewed interest in productivity and something that I and Senator
Bentsen and others have been beating the drum for for a long time. I
think it would be very interesting if we had anything authoritative
on the subject.

We all feel, of course, there is a very relevant effect, but to have it
verified by the correlation of the figures I think would be very helpful.

Ms. NORWOOD. We can certainly supply a statement for the record.
Of course, the issue gets at the relationship of productivity to increases
in unit labor costs and the passthrough of that through the producer
and retail level prices.

Senator JAVITS. If you would be kind enough to do that I would
ask unanimous consent it be incorporated in the record.

Senator BENTSEN. By all means.
Senator JAVITS. Thank you.
[The following information was subsequently supplied for the

record:]
Productivity changes are an important factor in cost and price changes. This

stems from the fact that productivity growth directly offsets wage gains in de-
termining increases in unit labor costs. Trends in unit labor costs are usually
associated with price changes. The accompanying chart 1 for the entire private
business sector shows that in years when productivity growth fell, such as 1974,
unit labor costs rose. The relationship between unit labor cost and prices can also
be seen in chart 2.

Chart 3 shows the relationship between productivity and prices by individual
industries.
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Chart L Productivity and Unit Labor Costs in the Private
Business Sector, 1950-78
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QChrt 2. Composition of Price Changes, Privatc Business Sector, 1950-77
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Chaert 3. Output per Employee-Hour and Price Changes
for Selected Industries, 1960-76
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Senator JAVITS. The other thing I wanted to ask about is this:
Obviously, the pattern of this recession is almost as clear as Hurricane
David. You can see it coming on at a certain speed. Like they tell
you on the radio, this storm is traveling at z miles per hour. Here we
are. We are in it. There are estimates as to shallow or deep. Mr.
Volcker is of one school. Others are of another school. Is there any
way in your judgment that you could help us with that? Perhaps its
relationship to previous recessions. Perhaps some other standards.

I think it would be very helpful to the country, standing on the
edge of what we know is coming, to wit, tax cuts, even if they may be
very unwise, and other remedial measures, to have some indication,
if we can, from the statistical side, as to what we are looking toward
in the way of a span of a recession.

Is it 1973-74? Is it some other variable? If you could. I would not
be a bit insistent on that, because you are very honest, and you know
for what your figures can help us with and what they can't. We
know the caveats you would have to insert. But I think it might be
helpful if there is, i your judgment, anything to be gleaned from the
juxtaposition of the figures.

Ms. NORWOOD. I am afraid I can't provide much help in that area,
Senator Javits. Many of the economic indicators have showed a down-
turn, including, as you know, a downturn in building permits, housing
starts, industrial production, capacity utilization, and new orders.
Now we have some increase in unemployment, and we have had for
some months some decreases in employment in manufacturing. Never-
theless, I do think it is important to emphasize that 1 month's labor
market data doesn't really tell us enough and that we do need to look
at several months before we can be sure.

The statistics we now have tell us nothing about the duration of
this trend, if there is one, and they don't tell us anything about the
depth.

Senator JAVITS. So you would not even say this signals the recession
is on.

Ms. NORWOOD. I would suggest that these data are in line with the
other statistical data which show that parts of the economy have been
turning down, but we have had downturns before. That does not mean
we are going way down.

We really just have no information on that at this point, and if
there is any point that I would like to emphasize, it is that you can't
take 1 month's unemployment figures and decide what is going to
happen.

Senator JAVITS. Would you say the third quarter would be an
adequate indicator?

Ms. NORWOOD. We would know a lot more, yes. We also have a
problem because the second quarter was a very unusual one. We had
particular difficulties in the months of April and May when we had
the teamster strike, which had a big effect on the economy. In May
we had a recovery from that. So we have to look at the data before
that. That is one of the reasons we think there is evidence of a slow-
down since March. There is no question about that. There is a down-
turn since March. The question really is: How long will that endure,
and how steep will it become?

Senator JAVITS. Thank you.
Senator BENTSEN. Congressman Wylie.
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Representative WYLIE. Thank you, Mr. Chairman.
Ms. Norwood, the GAO recently released a study that says that

unemployment compensation benefits are so high that they reduce
the incentive for the unemployed to take work.

Are you familiar with that report?
Ms. NORWOOD. I have heard about it. but I have not actually

seen it.
Representative WYLIE. What is your view of that thesis?
Ms. NORWOOD. First, let me say that I understand that others in

the Department of Labor who have looked at that study are in the
process of reviewing it, and have found some considerable fault with
]t. I, myself, have no direct knowledge of it, so I can't speak to that.

I think that there has been a great deal of discussion, as you know,
about the definition of the unemployment rate; and about whether
many of the transfer payments and social benefits affect the un-
employment rate by making it go up or go down. That is a very big
issue, and I don't think we really know the extent to which these
programs may have any effect.

Representative WYLIE. You are studying it, though, and will
have some statement forthcoming on this?

Ms. NORWOOD. I believe the Department of Labor will be replying
to the GAO study.

Representative WYLIE. I think your view of it as a statistician,
and the view of the Secretary of Labor, might be very important in
the overall employment situation; don't you?

Ms. NORWOOD. We certainly all think our view is important.
We would like other people to think that, too.

Representative WYLIE. Well, I would say, Commissioner, that I am
not a statistician and I know that you are a very good one-at least,
your reputation precedes you as being a very good one-and it's
my understanding the Bureau of Labor Statistics uses computer
programs to seasonally adjust the unemployment rates which you
reported Monday.

It's also my understanding that unusual occurrences can result in
changes in a computer seasonally adjusted factor.

How likely is it that the gas lines of last month, and the resulting
consumer avoidance of large cars in the automobile industry, con-
tributed to seasonal unemployment in ways which could distort
estimates of the seasonally adjusted unemployment rate?

In short, what are the chances that the seasonally adjusted un-
employment rate reported for next month might fall back below the
6 percent level, since we don't have the gas lines and since there
apparently is more activity as far as the sale of cars is concerned
and more employment, therefore, in the automobile industry?

Ms. NORWOOD. As I indicated in my statement, I think that the
seasonal adjustment process in the automobile industry, in particular
for employment in the manufacturing of automobiles, is particularly
difficult and there may be problems there.

In terms of the service industries that supply gasoline, we don't
have any specific information but certainly that may be true. That
is why I emphasize the fact that I month does not really tell us what
will happen in the future.
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I would also like to point out that there is a table attached to my
statement at the end, on seasonal adjustment. That table has several
alternative methods.

If you look at it, you will note that unemployment went up accord-
ing to every method that is listed there. However, in the two columns,
Nos. 3 and 8, which are labeled "concurrent," which means essentially
that you use all of the data that you have currently available, there
is a smaller increase in August-5.7 to 5.9 percent-than the official
figures which are based on factors announced a year in advance.

Representative WYLIE. OK.
This is a question that I asked of business groups from my district

(uring the August recess.
Would you favor a tax cut of $20 billion now, this year, or would

ou prefer the Republican position which calls for a tax cut of $36
licon?
I might add that I am not, at the present time, a cosponsor of that

$36 billion tax-cut bill. I am searching for answers. I would like your
opinion on it.

Ms. NORWOOD. As Commissioner of Labor Statistics, Congress-
man, I really feel it is inappropriate for me to comment on a policy
issue; except to say that I think that whatever policy responses are
taken to deal with the economy at any time, should be carefully
respnsive to the overall situation that the data present.

End, as I indicated, a rise in unemployment in a single month does
not permit a conclusion about any change in the state of the economy.
That has nothing to do with whether we should or should not have a
a tax cut. It's a question you gentlemen have to decide.

Senator JAVITS. Would the Congressman yield?
Just to refer him to the fact that the Senate Republicans unani-

mously have authorized an economic program which includes their
view as to the tax cut, and it differs from that of the House and from
that of-

Representative WYLIE. I will look at that third package, too.
What you are saying is that you are not going to answer that ques-

tion this morning?
Ms. NORWOOD. That's right. [Laughter.]
Representative WYLIE. Do you expect food prices to continue to

increase from now until the end of the year?
Ms. NORWOOD. I try not to expect or to forecast what is going to

happen.
Representative WYLIE. You are in the business of forecasting,

aren't you?
Ms. NORWOOD. We don't engage in forecasting. Sometimes there

are factual developments which lead us to expect that something will
happen, but we don't have any special information on food prices in
the coming months.

Representative WYLIE. So you would like to duck on that one, too?
Ms. NORWOOD. I would like to be as responsive as I can to the

questions you ask, and I think I can be most useful if I provide factual
responses and tell you what I don't know. That is one that I just
don't know.

Representative WYLIE. I didn't mean to seem like I was being
critical of your answer. I was trying to make a fair statement as to
what I felt I got from the question I asked.
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The reason I asked that is that I really wanted to know, if I am
asked, whether food prices were supposed to be a moderating influence
on inflation and for the Producer Price Index. During August, they
have been.

But do you expect the Producer Price Index to rise rapidly now
that food has ceased to be a moderating factor, apparently? Is that
referred to in the projections you make?

Ms. NORWOOD. I think we have to look a little bit beyond the data.
Certainly food prices turned around last month. That wvas largely
because of fruits and vegetable prices.

Now, when you remember that food prices are highly volatile, and
that the reference date for prices in the Producer Price Index is a
single day in the month. I think that we have to be a bit careful about
making too many assumptions about what that might mean in terms
of fruits and vegetable prices, for example, for the future.

We now have underway in the Bureau of Labor Statistics a program
for revision of the Producer Price Index, which will permit us to col-
lect prices covering the entire period of the month. And the Consumer
Price Index-we now do that in all areas, including food; so I would
just urge a little bit of caution in such things as fruits and vegetables,
which are highly affected by weather and other problems.

Representative WYLIE. So you don't think food prices are neces-
sarily a moderating factor in inflation?

Ms. NORWOOD. Food prices are really very difficult to predict.
Sometimes you know about shortages. You recall, there was discussion
about grain, for a while, being in short supply because the Soviet
Union was in short supply, and so on. But I don't think we have any
information that could tell us what is going to be happening in the
next couple of months.

Representative WYLIE. As far as inflation is concerned.
Thank you very much.
Thank you, Mr. Chairman.
Senator BENTSEN. Congressman Wylie, on the point you made about

the tax cut, obviously I think we ought to have one starting January 1,
1980. The problem is that those that fail to learn from the mistakes of
the past are condemned to repeat the mistakes of the past. That is true.

Our problem is that is takes a while for Congress to react. It takes
months for that to be done. We have to do some anticipating. I don't
go along with the $36 billion tax cut but I think a $20 billion tax cut is a
moderate one that will help ease inflation's impact on people. It
certainiy can't contribute to it.

You had over $50 billion taken out of the pockets of the American
consumers by the increase in the price of oil and by people being
bumped up into another tax bracket. Let me show you traditionally
what happens.

Here is what happened in 1974. Here went the recession 1973-74.
Here was the tax cut just as the economy was turning around. It takes
a while for a tax cut to take effect. There is the tax cut, May 1975,
when we had the worst recession this country has seen since the Great
Depression. That is how late it was.

When you had a tax cut at that time, the thing was turning around
and all the cut did was contribute to the problem. That is why I think
we ought to be working on one this fall to take effect in January 1980.
I think the down side risk is minimal when you talk about a $20 billion

57-254 0 - 80 - 18
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tax cut and you have taken $50 billion out of the economy. To talk
about it being inflationary makes no sense.

There ought to be a tax cut. It is not the crisis to crisis type thing but
but the cut deals with productivity and tries to increase it on a long-
term basis.

Representative WYLIE. I understand your position and respect it.
The problem I have is that we have a $23 billion deficit this year which
mayf go up to $29 or $30 billion and are we adding another $20 billion
deficit on top of that in the short term. Will we have problems manag-
ing that additional public debt in the short term? That is what I have
to sort out m my own mind. I would like to be able to say to everybody,
sure, we will give you all a tax cut this year. But I have to feel per-
sonally that may not be a responsible position to take.

Senator BENTSEN. You know, I read over and over in the press that
a tax cut is really to get a big political return. I don't believe that.
When I go home, I don't have a lot of people coming to me saying, I
want a tax cut. I really don't. When I vote one, I sure don't have any-
body thanking me for it. But I am concerned about what will happen
to the economy overall and what will happen to our Nation. I am con-
cerned about this-no one can tell me it won't be a serious recession.
All of us think and hope it won't but I think one of the the considera-
tions to insure against that is a moderate tax cut taking effect, starting
next year.

Senator JAVITS. May I make one observation? That is that a lot of
people now seem to believe that the downturn is a good thing and that
it is the only way to head off inflation and the only way to bring us
back to some better attitude toward productivity and that,therefore,
the consideration respecting the continuance of a large deficit is a sound
one.

For myself, I am committed to a tax cut provided that the great
bulk of it-and I think your figure of around $20 billion is right-goes
into increasing productivity in the country, more than icing the Ameri-
can industrial machine. But that is not the way it gets done on the
floor, and that is not the way it is generally defined.

Increasing consumption is what we need least in my judgment.
Senator BENTSEN. That's right.
Senator JAVITS. That is, the consumer consumption. Well, thank

you. It was a very useful area to be viewed.
Senator BENTSEN. Is there anything further? If not, we will proceed

to close.
Commissioner, we were very pleased to have you here this morning.

Thank you.
The committee stands adjourned.
[Whereupon, at 10:45 a.m., the committee adjourned, subject to the

call of the Chair.]
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Present: Senators Bentsen, Proxmire, and Javits.
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Miller, professional staff member; Mark Borchelt, administrative
assistant; and Carol A. Corcoran, minority professional staff member.

OPENING STATEMENT OF SENATOR BENTSEX, CHATRMAN

Senator BENTSEN. Good morning. Commissioner, I said that I hope
next time you come before us you would have some Pleasant news and
obviously you have it. We all like surprises, especially when they are
pleasant, and that's what awaits us at this hearing on the employment
situation for September.

I might add, though, that while today's news is pleasant, its unpre-
dictability must be giving some of the economic forecasters heartburn.

In August, unemployment rose to 6 percent. It was the second
consecutive monthly increase and it looked as though we were about
to plunge to recession levels of unemployment. The number of jobs
fell sharply, by 310,000.

In September, though, all bets were off. The number of jobs rose
twice as sharply as they had fallen the previous month, 610,000, and
the unemployment rate fell to 5.8 percent.

So the news on the jobs front is unquestionably good.
When you look at the figures over the past year you have to say

that our economy has shown incredible strength in the field of job
creation; 2.5 million jobs have been created during that period. When
you compare that to the other economic numbers, it is nothing short
of amazing.

The job situation in this country, in fact, has been good for the
last 2 years. I really don't know of any other nation in the world that
has added that many people to the job rolls in that period of time.
But as the chart this morning shows, the prospects have remained
bleak for teenagers looking for work, and that's especially true for
black teenagers. In September, the unemployment rate among black
teenagers was 31.5 percent and that's a disgrace. Jobs appear to be
bountiful for everybody else, but for almost a third of this group of
people, people just starting out in life, the doors to productive work
have been closed in their face.

(271)
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Another cause for concern this morning is the rate of inflation.
Prices keep going up faster than before.

The Producer Price Index, released yesterday, showed wholesale
prices in September rose 1.4 percent, for an annual rate of 18.5 percent.

Commissioner Norwood, we are happy to see you this morning.
Let me show you this chart just a moment and what it means. To
me, if you can see these things graphically sometimes they're a little
more understandable than all of the percentages and figures you look
at. But in watching what's happened here in 1978 and 1979, we show
black teenagers and this figure includes Hispanics, at 31.5 percent,
and that's really pretty terrible. If you compare that to total teen-
age workers the ratio remains fairly constant. Then we show the white
teenage worker. This line-total teenage unemployment-is the aver-
age of these two, but you can see the rate remains very high and
unacceptably so and one that we just have to find better answers
for than we have found in the past.

[The chart referred to in Senator Bentsen's opening statement
follows:]
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Senator BENTSEN. I'd like now to yield to my distinguished col-
league, Senator Proxmire.

OPENING STATEMENT OF SENATOR PROXMIRE

Senator PROXMIRE. Thank you, Mr. Chairman.
Madam Commissioner, what I'm about to say in no way is a reflec-

tion on you. You're a professional and a very good one and I'm very
proud, as I think other members of this committee who know of your
skill, of the fine work you have done in the Government. Nevertheless,
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the employment figures this month epitomize more than almost any
recent event the present low state of the economic profession.

The chairman has just referred to the heartburn the forecasters
must be getting. Well, they deserve more than a heartburn. For
months we have been fed a mass array of computer projections, predic-
tions, forecasts, and just plain guesswork. We have been told repeatedly
that we are in a recession. Furthermore, and more alarming, many
economists have been proposing policy actions based on mere predic-
tion or forecast which just don't fit the facts.

At the height of a roaring inflation, the worst inflation perhaps
ever in our history-there may have been a few months during World
War I or right after World War I when they were almost as bad, but
setting all records as far as inflation is concerned-we have been urged
not to cut spending, not to be alarmed at a massive deficit, and not to
tighten our belts because of a recession which has no basis in fact
but merely in fiction-forecasts, predictions, and projections. It may
happen. It has not happened yet.

Senator Paul Douglas, who was formerly chairman of this committee
and formerly president of the American Economic Association and
a brilliant economist and a trail blazer in economic thought, cautioned
time and again against making policy on the basis of predictions and
projections. His rule was to wait for the facts and to act on the facts.

A recession is two quarters of decline in the real GNP, not 1 month's
projections based on the leading indicators. A recession involves a
rise in unemployment over a number of months, not an unemployment
rate which is either steady or gradually falling, interrupted only by
an occasional monthly abberation.

Policies to fight unemployment and inflation and to keep the
economy going should be based on fact, not on some computer pro-
jection of the inflation rate projected a year into the future which in
almost every year in recent times has turned out to be wrong-in some
cases stupidly wrong.

The time is now long overdue for the Council of Economic Advisers,
the Congressional Budget Office, the Office of Management and Bud-
get, and the professional economic community to base proposed policies
on the actual facts and not some future projections which at best have
some mechanistic basis.

Economics is not engineering or science. Economics is a social
science, an art, and an imperfect discipline. The economy is made up
of impetuous and not merely mechanistic forces.

When we face double-digit inflation we should act to correct it.
When we have sustained rising unemployment, we should move to
correct it. When we are in a recession we should put into play those
countercyclical measures which can reduce its severity and limit its
harshness.

But we should not promote or condone a massive deficit or vastly
increased spending at a time of double-digit inflation based on some
computer projection that inflation will be down in the third quarter
of next year.

We should not pull out the stops and promote tax cuts, public
works, or business bailouts on the basis of projected rising unemploy-
ment at a time when unemployment is stable or falling.

It's time to base policy on facts and not projections. It's long
overdue for the economics profession to forgo proposing policies
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based on computer projections and base them on the facts of the real
world when those facts have been shown and sustained.

Thank you, Mr. Chairman.
Senator BENTSEN. I may not be able to stay the full time because

at the present time we have a Senate Finance Committee meeting.
I just left a meeting there to come here.

One of the things that we are trying to determine is how to send
the money out to people who are paying more for energy and par-
ticularly the poor, and trying to use some statistics to determine just
who they are and if there's any basis on which we can adjust with
some assurance for regional differences.

Now we have arrived at some numbers as to the use of energy for
a residence or household, but we are having difficulty in accepting
BLS's numbers insofar as levels of poverty. I know that HEW made
a massive study, about 2 years ago, trying to measure poverty levels
and arrive at regional differences, and I think they finally backed
away from trying to make a regional determination on which to base
formulas.

So, since I do have to leave, that's one of the questions that we
are trying to determine. Although I know that I didn't forewarn you
on this, but if you have any numbers that you can give me some
comfort on or tell me that you don't think that the numbers are
sufficiently definitive or reliable, I'd like to know. As Senator Prox-
mire said, we are getting so many contradictory numbers and such
changes in a period of time that it's difficult for us to feel that some-
times we're exercising the proper judgment on these numbers.

Ms. NORWOOD. Senator Bentsen, let me just say very rapidly, in
response to your question, first of all, poverty numbers are not BLS
numbers. They are not put out by the Bureau. The family budget
numbers, which you may be referring to, are BLS numbers.

Senator BENTSEN. That's right.
Ms. NORWOOD. We are in the process of trying to get some of the

best help we can. We have a committee now made up of some of the
best experts in the country, headed by Harold Watts, of Columbia,
to try to assist us on that, but there are many judgments that involve
values about wvhat adequacy actually is that get involved in it, and
that's one of the basic problems. I'd be glad at some later time to
perhaps come back and talk to you informally about some of these
issues.

Senator BENTSEN. Well, I'd like that. I think we'll probably do
more than that. I think we'll probably have you over at the Senate
Finance Committee testifying on the family budget. I appreciate you
correcting my term of the family budgets. I knew that about the
poverty level, but I did not know the term. But I was told that you
were having difficulties in the regional determination on those num-
bers and apparently you are. You're saying you're trying to get them
buttressed by some additional counsel. Thank you.
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSISTANT COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND ROBERT L. STEIN,
ASSISTANT COMMISSIONER, OFFICE OF CURRENT EMPLOYMENT
ANALYSIS

Ms. N ORWOOD. Thank you.
Mr. Chairman and Senator Proxmire, I am glad to have this oppor-

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

The employment situation strengthened in September. Total em-
ployment, as measured by the household survey, more than rebounded
from its decline in August. The 610,000 employment increase was
accompanied by a sizable expansion in the civilian labor force and a
modest reduction in unemployment. The unemployment rate was 5.8
percent in September, down from the 6 percent of August, and back
to the rate near which it had remained for the last 12 months.

The number of employees on nonfarm payrolls advanced by about
135,000 over the month, with virtually all of the gain recorded in the
service-producing industries. Both the household and the establish-
ment surveys have shown increasing employment over the past 6
months, but at a much slower rate than previously. The household
survey's employment increase of 670,000 since March contrasts with
a gain of 3.6 million in the previous year, from March 1978 to 1979.
Similarly, the payroll survey rose by 815,000 from March to Septem-
ber, whereas it had grown by 3.8 million during the preceding 12-
month period-March 1978 to March 1979.

All of the growth in payroll employment since March has occurred
in the service-producing industries. In the goods-producing industries,
employment has been on a virtual plateau since March, as small
gains in mining and construction were about offset by cutbacks in
factory jobs. The factory workweek, at 40 hours in September, re-
mained well below its first quarter level. The index of aggregate weekly
hours for factory production workers-which reflects trends both in
employment and the workweek-was 103.3 in September, down 2.5
percent from March. For the total private nonfarm economy, on the
other hand, September was at about the same level as March.

Labor force growth has also slowed considerably in recent months.
Although the labor force did increase in September, nearly two-thirds
of the change came from teenagers whose participation had declined
considerably in August. The overall participation rate of 63.9 percent
in September was equal to the previous highs in February and March,
but it should be noted that the participation rate had risen a full
percentage point between early 1978 and 1979.
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After a 1-month rise, the unemployment rate returned to 5.8 percent.
There have been no pronounced trends in unemployment during the
past year among major demographic groups, although in September
1979, the adult male rate was slightly higher than in the earlier part of
the year. The jobless rate for black workers averaged just under 11
percent in the third quarter, still more than twice that of white
workers, but at its lowest level in 5 years.

The BLS released today, as is usual practice each year, revised
establishment survey data to reflect a new benchmark and updated
seasonal factors. These changes resulted in an upward revision for
total nonfarm employment of more than 900,000 in August. During
1979, however, the revised series confirms the marked slowdown in
employment growth, and downtrend in factory employment and hours
of work since March.

PRODUCER PRICES

Yesterday, the Bureau also released the Producer Price Index for
September. The index for finished goods rose 1.4 percent on a seasonally
adjusted basis. For the third quarter ending in September, this index
increased at an annual rate of 15.7 percent. This followed a rate of only
6.8 percent in the previous 3 months and a 14.3 percent rate in the
first quarter of the year. The price increases during the first and third
quarters of this year are the largest since 1974.

Food prices have been a major factor in these developments. During
1977, producer prices for consumer food were up 6.6 percent; they
increased nearly twice as fast in 1978-11.9 percent. By the first
quarter of 1979, food prices were rising at an annual rate of 21 percent.
Although prices for most food items rose rapidly during this period,
beef and pork rises were especially significant. During the second
quarter, however, meat prices turned down quite sharply and were
the largest contributors to the 11.1 percent annual rate of decline in
food prices. It was this decline in food prices which brought the sharp
reduction in the increase of the overall finished goods price index for
the second quarter.

In September, food prices rose 1.4 percent, bringing the third
quarter annual rate of change to 12.9 percent. Renewed rises in beef
and pork prices were a major factor in returning the food price in-
creases to the general levels that prevailed last year.

To say that energy prices have been a major cause of our current
level of inflation is to state the obvious. But the fact is that the
effects are quite substantial. During the first half of 1978 finished
energy goods prices rose at an annual rate of only 1.1 percent. Since
then, there has been a steady and dramatic acceleration. During
the last five calendar quarters, the price index for finished energy
goods has risen at annual rates of 8 percent, 22.7 percent, 31.4 percent,
76.8 percent, and in the third quarter of this year at an annual rate of
107.5 percent. During September alone, the fininished energy price
index rose by 6.8 percent. Beyond these direct energy price increases,
we can, of course, expect that prices for almost every other product
are being affected to some extent as the energy costs associated with
their production and distribution rise.

For finished goods other than food and energy, the story has been
somewhat different. During 1977 prices for these items rose 6.3 per-
cent; they rose 8.2 percent during 1978 and then accelerated to an



277

annual rate of 10.3 percent in the first quarter of this year. Since then,
however, price increases for finished nonfood, nonenergy goods have
returned to their 1978 levels. They rose at annual rates of 8 percent
in the second quarter and 7.7 percent in the third quarter. A number
of product areas have contributed to this slowdown. During the last
2 months passenger car prices have declined, and light truck prices
have declined for 3 consecutive months. Capital equipment prices
in general have slowed to their lowest rate of increase for any calendar
quarter since 1973. On the other hand, rapid increases occurred in
September for such diverse products as jewelry, household flatware,
tires, and plastic dinnerware.

At the earlier stages of processing, there is only slim evidence
that cost pressures may be abating. Both intermediate and crude
energy prices have accelerated rapidly since the fourth quarter of
last year. Prices for intermediate fuels slowed somewhat in September,
rising 4.4 percent. A sharp 9.4 percent rise in domestic crude petroleum
prices contributed heavily to the 4.7 percent rise in crude energy
goods for September.

Prices for intermediate goods other than food and energy have been
rising at annual rates in the general range of 9 to 14 percent since the
fall of last year, and the September increase continued that trend. This
month major increases occurred for such items as precious metals,
copper, tin, aluminum, construction materials, synthetic fibers, and
rubber products.

Finally, prices for crude materials other than agricultural products
and energy have generally been falling in recent months. This could
relieve some cost pressures in the future. Prices for these materials fell
at an annual rate of 15.8 percent during the third quarter, although a
sharp rise in copper scrap prices was largely responsible for the small
0.3-percent rise in this index in September.

For some time now, the economic indicators signaling the health of
the economy have been difficult to read and, in fact, in many cases,
have put out mixed signals. The consumer and producer price measures
have clearly indicated continuing high rates of inflation, especially in
energy, food, and housing. But the labor market data have not been
so clear cut. The September unemployment rate was lower than in
August, and the business survey continues to show that growth in
employment and hours have slowed considerably from the phenome-
nally high increases of last year. But both the household and the business
surveys registered increased employment from August to September,
and neither survey yet shows any unmistakable signs of labor market
recession.

Over the past few months, I have, as Commissioner of Labor
Statistics, discussed with this committee the meaning and importance
of changes in the BLS indicators. I would like this morning to take a
few moments to review a few longer range factual developments which
I believe should be kept in mind in evaluating current economic data.

For many years now, the industrial composition of employment in
this country has shifted away from the goods-producing- sectors toward
the service sector. In September, for example, only 23 percent of the
total nonfarm employed were working in manufacturing. This is several
percentage points below 1974 and considerably less than the 31 percent
prevailing in 1959. As you know, traditionally, in a period of cyclical
downturn, manufacturing and other goods-producing industries have
been affected earlier and more severely than the service industries.
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Second, the labor force in this country today is very different from
the work force of a decade ago. The phenomenal increase in labor
force participation of women, especially in the 25-34-year age group
has resulted in social developments which cannot be overlooked.
Today a majority of the 48 million husband-wife families in this coun-
try are two-or more-earner families. Although, on average, working
wives contribute only about one-quarter of the total family income,
the fact that the two-earner family is so prevalent may well affect the
way in which some families react to the temporary unemployment of a
particular family member. This situation may also have an important
effect on the manner in which families plan their expenditures and
savings habits.

Senator PROXMIRE. Let me interrupt and go back to that. That's a
startling statistic, that on average, working wives contribute only
about one-quarter of the total family income. I have seen statistics
comparing the income of women with men which indicate that women
make substantially less, maybe 20 percent less, but that statistic
would suggest that women make about half as much as men or less
than half as much as men. You're talking about the wives that work,
not the average contribution of wives working and nonworking; is
that right?

Ms. NORWOOD. This is just the working wives.
Senator PROXMIRE. What's the explanation for that? Of course, this

wouldn't include the income by other members other than the husband
perhaps. Maybe there are children working too. Is that part of the
estimation?

Ms. NORWOOD. This figure is a figure of working wives. I think the
other figure you may have in mind is the one which says that the
median earnings of women are roughly 60 percent the earnings of
men, but that's a median.

Senator PROXMIRE. Is this because many working wives will work
part time, work maybe 20 hours a week or 25 hours a week so they can
spend more time with their families?

Ms. NORWOOD. Some of them do work part time and part year, of
course, but three out of four of all women who work are either working
full time or looking for full-time work.

Senator PROXMIRE. Thank you.
Ms. NORWOOD. To continue, third, as we all know, inflation is in

the double-digit range, and real earnings have declined. Methods used
to control inflation are now far more difficult than they were in the past
because so many social and economic changes, both domestic and
international, have taken place. As a result, our economy may no
longer respond in the same way as it previously did to traditional
policy approaches. Food prices, of course, are affected by weather
changes, by shifts in demand by other countries for grains and other
products, as well as by many other factors. Even more important, our
experiences this year with OPEC decisions emphasize that policies
affecting the price of oil may well be effected by steps taken outside the
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United States as well as by decisions made within the scope of our
national economic policy.

And finally, I would like to emphasize a development that I believe
is becoming increasingly important in the United States: a wide-
spread psychology of inflationary expectations that is more and more
becoming a part of consumer behavior today. While a number of
steps have been taken by the Federal Reserve Board, the administra-
tion, and the Congress to reduce these expectations, they persist.
Their continued existence is, perhaps, best illustrated by the relatively
strong performance of the private housing sector in spite of unprece-
dented mortgage interest rates.

Although none of these issues is new, I believe that they should be
kept in mind in interpreting economic data.

The labor market data released this morning do not provide evidence
of any sharp declines in labor market activity. The price indexes
continue the upward spiral that has been with us since early in the
year. Some of the social, economic, and international developments
which have occurred during this decade have made the economy more
difficult to understand than ever before. This is certainly confirmed
by the changing signals emitted from the country's major economic
indicators over the past few months.

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

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-11 method X-11 ARIMA method
Unad- Range
justed Con- Extrapo- Con- (cols.

Month and year rate Official current Stable Total Residual lated current 2-8)

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

1978

September 5.7 5.9 5.9 5.9 5.9 6.0 5.9 5.9 0.1
October- 5.4 5.8 5.8 5.8 5.8 5.9 5.8 5.8 .1
November 5.5 5.8 5.8 5.8 5.7 5.8 5.8 5.8 .1
December - 5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .2

1979

January- 6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .3
February 6.4 5.7 5. 7 5.7 5. 7 5.5 5.7 5.8 .2
March- 6.1 5.7 5.7 5.8 5. 7 5.6 5.7 5.7 .2
April 5.5 5.8 5.8 5.7 5.7 5.8 5.8 5.8 .1
May-------- 5.2 5.8 5.8 5.8 5.8 5.9 5.8 5.7 .2
June -6.0 5.6 5.7 5.5 5.7 5.6 5.6 5.7 .2
July- 5 8 5.7 5 7 5.6 5.8 5.7 5.7 5.7 .2
August- 5.9 6.0 5.9 5.9 6.0 6.1 6.0 5.9 .2
September 5.6 5.8 5.8 5.8 5.8 5.9 5.8 5.8 .1

Source: U.S. Department of Labor, Bureau of Labor Statistics, October 1979.
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NOTES TO TABLE COLUMN NUMBERS

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

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

The current "implicit' factors for the overall unemployment rate, derived by dividing the original unemployment rate
by the seasonally adjusted rate for the months of 1978, are: January (111.1), February 112.0, March 106.7, April 94.6,
May 89.5, June 105.6, July (102.1), August 98.5, September 97.3, October 93.1, November 95.7, December 95.5.

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

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

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

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

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

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

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

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

Etployrnet rose in Septenher asd unesploymeot declined, the Bureau of Labor Statistics of

the U0S. Department of Labor reported today. The Nation's overall unemploymeot rate was 5.8

percent, down slightly from 6.0 percent in August but little different from the rates which have

prevailrd ocer the post year.

Total employment--an .easnred by the monthly survey of houaeholds--adva..ced by 610,000 in

Soptenher to 97.5 nillios. Over the past year, total employment grew by 2.5 millioo, with

nearly three-fourths of the increase occurring in the 6 months from Septeuber to March.

Nonfarm payroll employment--as masured by the monthly survey of establisheonta--ro.e by

135,000 in Septenber to 89.9 nillion Payroll employment has advanced by 2.8 millios over the

year; 2 million of that increase occurred prior to April.

The Septeobor uneoploymeot rate, 5.8 percent, and the number of usemployed persos., 6.0

nillios, edged down fros the levels of the previous month. Since August 1978, the jobless rate

ha. fluctuated within the range of 5.6 to 6.0 percent.

Virtually all of the ov-r-the-mosth reduction in unemployment took place among adult

and, more specifically, earied women, reversing the increases of the prior month. The rate for

adult women wan 5.5 percent in September, compared with 5.9 percent in Augest. The unemployment

rate for part-tine workers also dropped slightly. Little or no change occurred in September for

............................................................................. ****................
o In accordance with usual practice, BLS has revised establisho.e.t survey data to reflect a *

* sew beocheark and updated eeanoeal adjpstment factors. Because of these revisie data in
o thin release are not comparable to data published earlier. For example, the revised data in-

a crease the level of total .oeagricultural esployment by more than 900,000 for Augost 1979.
o See page 5 for addirio.al oifermatis..

o 0................................................ ...... ...................



282

most other wrker categories including adult men, teenagers, and full-time workers. (See tables

A-I and A-2.)

The median duration of unemployment was up 1 week to 5.9 weeks in September, returning to

about the July level. This movement reflected an over-the-month drop in short-term joblessness

and an increase in those seeking jobs from 1 to 3 months. (See table A-4.)

Total Eoployment and the Labor Force

Total employment rose by 610,000 in September, after registering a decline of about half

that amount in August. The advance took place primarily among teenagers and adult women.

Teehage employment returned to the July level, following a dip of comparable magnitude in

August; employment of adult oxmn rose in both months.

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

I Quarterly averages M onthly data

Selected categories I I I
I 1978 I 1979 I 1979

III 1 IV I I I 111I III I July I Au. D Sept.
HOUSEHOLD DATA

I Thouseands of saroms
Civilian labor force ......... 1100,7531101,5241102,4751102,2951103,2021103,0591103,0491103,498

Total employment . ....... 194,7261 95,6161 96,5961 96,4151 97,2081 97,2101 96,9001 97,513
Unemployment. 1 6,0271 5,9081 5,8781 5,8801 5,9941 5.8481 6,1491 5,985

Not in labor forc. 158,4821 58,3981 58,0951 58,8861 58,6041 58,5451 58,7521 58,515
Discouraged wrkers. 1 8531 7601 7241 8261 7391 N8A.1 N.A.1 N.A.

I Percent of labor force
Unemployment rates: 1I I I I I

All workers ............... 1 6.01 5.81 5.71 5.71 5.81 5.71 6.01 5.8
Adult men ............... 1 4.11 4.01 4.01 3.91 4.21 4.11 4.21 4.2
Adult women ............... 1 6.11 5.81 5.71 5-71 5.61 5.51 5.91 5.5
Teenagers ............... 1 16.11 16.31 15.81 16.21 16-11 15.31 16.51 16.4
Whits ... 5.21 5.11 5.01 4.91 5.11 4.91 5.31 5.1
Black and other ............... 1 11.71 11.51 11.41 11.61 10.81 10.81 11.01 10.6
Full-time wrkers .............. 1 5.51 5.21 5.21 5.21 5.41 5.31 5.41 5.4

ESTABLISHI0ENT DATA I
I Thousands of lobs

Nonfarr payroll employment ........ 186,8661 87,7991 88.7241 
8
9,3531

8
9,

7 6
Ip1 89,713189,718p189,85

3
p

Goods-producing industries ..... 125,7311 26,1111 26,4861 
2 6

,
6

301
2 6

,
6 4 4

p1 26,723126,595p126,615p
Service-producing industries .. I. 61,1351 61,6881 62,2381 62,7231

6
3,117pI 62,990163,123p1

6
3,

2 3
8P

I I I I I I

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

Total private nonfarm .......... I 35.81 35.81 35.81 35.51 ' 35.6pl 35.61 35.6pl 
3
5-6p

Manufactuting .................. 1 40.51 40.61 40.61 39.81 40.1pI 40.21 40.1pl 
4
0.Op

Manufacturing overtime ......... 1 3.51 3.71 3.71 3.21 3.2pl 3.31 3.2pI 3.
2
P

I I I I I I I I
p-preliminary N.A.-not available
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Over the past year. employment has risen by 2.5 million. The bulk of this increase occurred

during the first half of the 12-month period as eployment has risen by 670,000 since March.

Adult won accounted for aoet of the gains throughout the year.

The civilian labor force was 103.5 million in September. up 450,000 from August and 2.5

million higher than September a year ago. The overall civilian labor force participation rate

wan 63.9 percent in Septenber, the s=ae as the all-time high attained in February and March.

Discouraged Workers

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

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

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

rather than unemployed. These data are published on a quarterly basis.

The number of discouraged workers declined by 90,000 in the third quarter to 740,000,

returning to the first quarter level. Close to three-fourths of this number cited job-market

factors as the reason for their discouragement. (See table A-10.)

Industry Payroll Employ.ent

Nonfarm payroll employm.ent rose 135,000 in September to 89.9 million, as job gains took

place in 56 percent of the 172 industries comprising the BLS diffusion index. Payroll

employment increased 2.8 million over the past year: 225,000 of these jobs were added during the

third quarter of 1979 and 815,000 since March. (See tables B-I and B-6.)

lost of the September employment gain occurred in the service-producing industries. The

service industry accounted for moat of the increase, adding almost 100,000 jobs. While

employment in wholesale and retail trade rose 50,000, transportation and public utilities and

State and local government had reductions of 20,000 and 25,000, respectively

In the goods-producing sector, employment in mining continued its long-term advance, while

construction edged down for the second straight month. Host of the specific industries in

manufacturing showed little or no change.

Hours

The average workweek of production or nonsupervisory workers on private nonagricultural

payrolls was 35.6 hours in September, unchanged from the levels of the previous 3 months.

Manufacturing hours edged down a tenth of an hour to 40.0, while factory overtime woo unchanged
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at 3.2 hours. In contrast. the coontruction workweek rose 0.4 hour for the second straight

-nth to 37.6 hours. (See table B-2.)

The index of aggregate weekly hours rose 0.3 percent in Septoober asa r.s. It of the rise in

payroll e.plyn.ent. The iden was up 2.9 percent over the year, also doe estir-ly to enplnyneot

gains. (See table B-5.)

Hourly and Weekly Earninos

Average hourly earnings of production or noosupervisory workers en private nosfaro payrolls

rose 0.5 percent in Septenher (seasonally sdjueted) to a level 8.1 percent higher than that of

Septenher 1978. Average weekly earnings also rose half a percent over the oneth aend were up 7.5

percent fron September 1978.

Before adjustnent for seasonality, average hourly earnings rose 10 cents free Angost to

$6.29, 47 cents higher than Septeeber 1978. Average weekly earnings were $222.50 in Septeoher,

up $1.07 free August and $15.61 over the year. (See table B-3.)

The Hourly Earnings loden

The Hourly Earnings Inde.--earningu adjasted for overtiee in nanufacturig, .easonality, and

the effects of changes in the proportion of workers in high-wage and law-wage indostries--wos

233.7 (1967-100) in Septeeber, 0.7 percent higher then in August. The iden was 7.9 percent

above Septenber a year ago. Doring the 12-eo.th period ended in August, the HNerly Etrnings

Inden in dollars of constant purchasing power decreased 3.5 percent. (See table B-4.)
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Benchmark and Seasonal Adjuetment Revisions in the
Establishment Survey Data

The establish ent survey data have been revised to March 1978 benchmark levels. The following

table cowpares the eployment estilmates for June 1979 (the last final estinate projected from the

previous-March 1977-benchmrk) on the new and old benchmark.

For a discussion of the effect of the benchnark revision, see "BLS Establishment Estimates

Revised to March 1978 Beochnark Levels" hich will appear in the October itsue of Employment and

Earnino. NMew easonal adjuostent factora for use in current seanonal adjustment also will be

included in this report. The revi.ed seasonally adjusted series from January 1974 through June

1979 will be published in a special eupplent to Eaploy ent and Earnings in early Novenber

Revised detailed industry series from April 1977 forward, not seasonally adjusted, also will be

included in the suppleent. This supplement, when combined with the recently published historical

volome, Employment and Earnings. United States. 1909-78, bLS Bulletio 1312-10, will comprise the

full historical series on the establisheent eurey.

Table B. Coparison of June 1979 establishment survey ewploymant estimates, before and after
revision to Marnh 1978 benchmark level.

(In thousadsa)

June 1979 ewployment
I projected from:

I I
Industry I I I Difference

I March 1977 I March 1978
I be.ch.-rke I bencheark

Total nonfar .. 89,603 I 90,541 I 938
Private nonf.r. .. . 73,840 74.778 I 938

Mining . . 947 968 21
Conatrurtion . 4,808 I 4,881 I 73
Manufacturing . 21,062 | 21,234 | 172
Transportation and public I I I
utilities . 5,126 5 5,231 105

Trade . 20,071 I 20,222 I 151
Finance, inourence, and real I I I
estate . 4,936 1 5,003 I 67

Service .. 16,890 I 17,239 1 349
Governr.ent. 15,763 I 15,763 I

1 Adequate source data were not available to adjust the goveronent series.

57-254 0 - 80 - 19
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Explanatory Note

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

Statistics on nonagricultural payroll employment,
hours, and earnings (B tables) are collected by the
Bureau of Labor Statistics, in cooperation with State
agencies, from payroll records of a sample of approxi-
mately 162,000 establishments. Unless otherwise indi-
cated, data for both statistical series relate to the week
containing the 12th day of the specified month.

Compaeability of household and payroll
employment statistics

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

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

Unemployment

To be classified in the household survey as
unemployed an individual must: (1) Have been without a

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

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

Seanonal adjustment

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

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

For establishment data, the seasonally-adjusted
series for all employees, production workers, average
weekly hours, and average hourly earnings are adjusted
by aggregating the seasonally-adjusted data from the
respective component series. These data are also
revised annually, often in conjunction with benchmark
(comprehensive counts of employment) adjustments.
(The most recent revision of seasonally-adjusted data
was based on data through June 1979.)

Sampling variability

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

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

Although the relatively large size of the monthly
establishment survey assures a high degree of accuracy,
the estimates derived from it also may differ from the
figures obtained if a complete census using the same
schedules and procedures were possible. However, since
the estimating procedures utilize the previous month's
level as the base in computing the current month's level
of employment (link-relative technique), sampling and
response errors may accumulate over several months.
To remove this accumulated error, the employment
estimates ore adjusted to new benchmarks
(comprehensive counts of employment), usually on an
annual basis. In addition to taking account of sampling
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individual establishments. Employment estimates are
currently projected from March 1978 teens.

One measure of the reliability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is
small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by less than the RMSE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
83,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables K through P in the 'Explanatory
Notes" of Employment and Earnings.
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Chart 1. Civilian labor force and employment
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Tablo A-7. Range of .no.ploymet measurs based on v-rying definition. of uismployrens and the labor force.
seasonally edjosted

:1 ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~~~0

_t o it 70 Jol 2 *1tu. nast.

..-~dovrn.. .. 7.s .2 rJ. 7. rT rI r.2 r.r
c.. .n . . ....... . .. . .... .............. I _ . '. 1- I I 1.2 II.

u .2 -Jtn m ..n.,..de............ 2.t 2I. . .4 2.5 2.6 2.5

end.,nen25o....t.e .... r 3.9 3.9 3.9 3.9 .9 t., 3.0

I. . .............. ..... .................................. 55 .. 5.2 5., 5 . 5.3 S.0 9 .-
to-73 a n ...t~ ts .,o .b r Z . .

.. . ............................................... .7 5.. 5.7 5.7 5.3 5.7 b.0 5.0

1.7nnnl_35fi76 _7. 5 ..tn n.. . . 7.S 7.2 7.2 7.3 7.3 7.3 7.5 7.2

u r _Tomt.II nw .en dcn w.Or.td/_tsnd 5 otolnrt
wt wr ii.t 900 tm riot ctttO .000 d O

r .. ... ....n7t .r.r .. I. ... .. .. . . . .. . . ... .. .. .. a .t . S .
srOsrb;#i.,nnboli=.. , o o, 7.9 0.1 r 6.0 0.0. 0.7. 0.0.

Table A-d. Empboyant starse of the rositnorral popsdtie by rec and Hspanic ogign., not seasonally adjasted

Isr no. Sto' noo ret

7net . Sl
70

t.. ery dr - . SeS 79 Sdept. Ses ; a9isp.

0.,sr. , .,,r., a..' 7teOt .. 759.507 ru2o. 03 r1]9,970 14 r 972 Ib,710 17,097 7,753 7.975

0.Od._no. In 00.030 10D3373 nc ,0O] 9 1rDr2 10 231 10,747 *,w.7 5S029
Ponrnntnn4is..r 63.2 43.c 4.. 5 1. 2 6 1.1 62.8 *3.I
E~rplt ....n nS. 99.0r1 17:57.b 4,325 Ba, cr 9,207 9772 00,00 4.669

A,- ... ... 335.9 55 3. 3 73.2 r 221 2 8 227 273
57rv~v~fal otth7..Isrdm , 9r1 092 9-. 0Jo .r o, 42 03. 02 d,776 9.0t*. 237 ,04

0raerriry-rn, 5 , 9.797 79 .. 737 4., 531 1,170 1, I b. 007 3S0
0,.nonr'.et. .- Sd 5.57 Sd. 5;06.2 5.,137 r5.0, 9b 9 6, 7 9 71.2 0.4 7.7 2, 3

l~~~to 1.Ot. sri. ~~~~~~~~~58.609 57. 440 St. 707 52.979' 4.779 005 2 n .7

- -_9 mouwe0,er wbt D 707 0 -D .rr_ -| _ e_ noo - tort 07* az _4o ine.* .90 _e o _
Or m U. to& rlanrie .s.uno.- t. -- uc. arn l 6_ nen-nl eo t e arn Craa' ~~~ ~~~~~~~~~~~~~errrN~s.repna..rs



294

HOUSEHOLD DATA HOUSEHOLD DATA

Table A-9. Employm.nt staus of mIal VIetnam-.ra vatens *nd nonvstsnns by age. not seasonally adjusted
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Tabtl 9 1. EmployI.. on non.g.icolt.. nl payrolls by industry

7TAL.

GOODS-FRODUCING

MINING

TD.NSTRUCTIONAN'U"

MANUFACTUAN.RING ITRD

.E.U RAODEGOS

Fm.A.CE INUANE=9= EA STT

L--mS dO rh

FGO-lu.-Td

I.. I '- --r- I -.,
-T-

60 77,| JULY 000,F

09 l70 09'79 00170

:3::
00*0 970 093

30l,83 a00,9l 20,00

7" '01 770:0 77":7

""3'I.1 2085,0 "",40,

I 00 .0 0,0110

1,005. 0,7017, ,187041

75~a,7,.111,7 07,0t1,
9a094,,Z0 075.1 0,7;e

| 700, 7' , 733 "°I

270 304.7 303.0

1*00,70 3012,000 00,03

9b,00 5,2001 5*,30

0072' "71 0090 "0,0

0,1*740j 3,050~ X0.918

I00.300 3.02 00,404;1

89870,353 . I.00 0..... 4,080 I.00 .

30.131110.911 20.031 0.0 .00 00O I..0007,

M lo.

Is 0,30 1,73 1 03.70 0,7. 0.7700 I0.750
9'.1. 0,909 9.109 9,1 9.0 allOI, n 0:.0

770.7 7 a 0; 77 9 5 0

730,9 098 705 70s Ill 7 00 711

0.999 ,30 .00 3.090 0.000,000.0

a,8, ,00I300 3,0, ,00 a.0 .0

I I3,0097 3,000 3.077 '.9 3** ,073 3.000 0.08

:1a :.1 3051 I| f * 212§ Z1e' *t1 -A 7n I :1

099, 0jlZ*71* 000 11 10805935@090 I 0-l 5 o97la

0.009 0,303 8,330 I.303 .,' 395.040 0

7"1 7 " 7"7 1..2 7" ' I 71 .. I

"0,075 5,90 0,0 3.07 3.00 "' 5.005,0

29, 709 70' 09 71 o0 11

0,27.01@ 1,90l 0.330; 0.302 0,9 0.00 1 1,20804
0,002,8 0,0 I 0,000X 0,00 1 70,00 I 0.00 0.000

3.018,' 39011 Re007 3704 2a2 fisa00 Be0,

03,009 R00.30 02 787 R03,99 R03,00 ,040 01.000

9.230 0.90 9.00 5,090 5.00 9.001 9.01

07504 t O,'05 , ° 00,73 0093 0,0 0 5,907,0.

5.0330. 177o010400 1999 0,0707 1,075 9.000

07,79 0000 ,w 005 07.09 0700 o7.o 07,005

0.*471 70 375 0770 3700 3705 2,700 0.70

______0,0 03.700 03.05 0s0 .IE41 10.59 0 0007 0 500

00lE0 d- I-own i, 0 - IW I , , 0 0'. .I 0,,,00I1000.E,010'0

0000000blsfd1Q F 000000 00, .0,0,00 01,0.,Oo 40c Ooo,, E. _OemLS 00,0.0n00,
0,, 0,-~ .0,0,04., 100 0.0~'80 L~0~ 0000040, 00000004To,,0' 00 0I



297

ESTABLISHMENT DATA

T.bl. B-2. A.eroe weekly hours of produolion or oeooiperpioory7 WOOkII9. 00 pvroel

.oeagriooltur.3 poy roll by iodoory
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Table B 3 Average houry and weekly earnings of production or .o. sup rvis-ry werkers on private
nonagricultural p.yretle by industry.
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Senator PROXMIRE [presiding]. Well, thank you, Ms. Norwood.
You end on a proper note, that we are puzzled as to what happened,
but maybe you can tell us now on the basis of what we have before us
what did happen in September. Here in August we had a reduction in
employment as well as an increase in inflation. We had an increase,
according to the household survey data, of reduction in jobs and a
general feeling on the part of economists that we were definitely mov-
ing into a recession. Now we have what seems to be a reversal of that
and it may be that August was simply a reflection of an unusual time
because of gasoline lines that had people slowing down on travel and
so forth.

Can you give us any professional opinion on what did happen on
the basis of our hindsight now?

Ms. NORWOOD. Well, when we look at the data in the household
survey. I think we can see clearly that in the month of August a
number of teenagers were not there. They were out of the labor force
and they were back in the labor force in September. That has a lot to
do with the difference between August and September household sur-
vey figures.

But I think the important thing to note-
Senator PROXMIRE. Now on that particular note, why were the

teenagers out in August? Was there a drop in Federal summer jobs
that were made available, for example? Could that have been a factor?

Ms. NORWOOD. I really don't know. That's just something that
one can speculate on. There has been a lot of speculation all over about
it, whether it was affected by gasoline shortages, tourist industries,
or something else. I really have nothing that I can give you in a
factual way, but I can tell you that there is a difference in the teenage
component in August and September and I think that had something
to do with the difference in the numbers.

But I think the important thing to point out is the fact that both
the establishment survey and the household survey clearly show over
a period now of many months-we go back to March, primarily because
of the problems of special circumstances that occurred during the
spring when we had the Teamsters strike and ups and downs resulting
from that. Since then, clearly employment has increased but at far
slower rates. So there has been a clear slowdown.

Senator PROXMIRE. Well, I think you make that point clear, that
this doesn't mean we're in a period of vigorous expansion and pros-
perity. We slowed down and there's no question about that and this
data confirms that.

On the other hand, it does seem to indicate, as I think you said, that
none of the statistics show any mark of labor force recession; is that
right?

Ms. NORWOOD. That's right.
Senator PROXMIRE. Now the discouraged workers data indicate

that that figure also has dropped by 90,000.
Ms. NORWOOD. That's right.
Senator PROXMIRE. Is that statistically significant? Is that a big

enough drop to really mean something?
Ms. NORWOOD. Yes; it is.

57-254 0 - 80 - 20
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Senator PROXMIRE. And then I notice that under unemployment
there's a general improvement, as you say, but there's a particular
improvement in black and other unemployment. It's still shamefully
high, but it's dropped from 11 percent to 10.6 percent and it's the
lowest level-a lower level than it was in July, a lower level than
it was in any quarter here. Is that figure statistically significant? I
realize that's a smaller sample.

Mr. STEIN. Yes; on a quarterly basis, Senator Proxmire, it is.
Senator PROXMIRE. And then I notice at the very end of the release

from your Department it says during the 12-month period ending
in August the hourly earnings index in dollars of constant purchasing
power decreased 3.5 percent. Now that really is a shocking figure-
real income, real earnings, real hourly earnings dropped 3.5 percent.
Is that the largest drop? It seems to me it may be the largest drop
I have ever heard. Maybe not, but I tried to find a period when we
had a larger drop. Of course, this is almost entirely because of infla-
tion. Inflation is so seriously surpassing money income.

Ms. NORWOOD. I really don't know whether it is a record, but I
certainly can check that and put it in the record.

Senator PROXMIRE. None of you can recall off the top of your head
any period when it was as severe as this during a 12-month period.
All right.

[The following information was subsequently supplied for the record:]
The 3.5 percent decline in the Hourly Earnings Index (in dollars of constant

purchasing power) between August 1978 and August 1979 was the largest 12-
month decline since the series began in 1964.

Senator PROXMIRE. Your August press release stated that the pay-
roll employment in the goods-producing sector was down by 55,000
from July. Because of seasonal adjustment problems due to model
changeovers in the automobile industry it was difficult to identify
the extent of the drop in employment. With another month's data,
can you give a clearer idea of how many auto workers have been
laid off due to output declines and how many were seasonal?

Ms. NORWOOD. The model changeover certainly has some effect on
this and I think we'll have a better fix on that in October, Senator.

Senator PROXMIRE. Can you give me any notion now? In August
you said you couldn't and in September you couldn't, and here it's
October, and on the basis of September data, can you give me any
clearer picture for the drop in employment in the automobile industry?

Ms. NORWOOD. Well, employment is still below last year in the auto-
mobile industry. We know that. All that I was trying to suggest was
that we have some seasonal adjustment.problems during the model
changeover period. This year we have perhaps stronger reasons for
model changeovers and it is very hard for us to separate these out,
so that I think we have to wait until we are through that period,
through October, in order to make any definitive judgments.

Senator PROXMIRE. Have you been called on to make any study of
the effect of a Chrysler bankruptcy on general employment and the
economy as a whole?

Ms. NORWOOD. No, sir, we have not. As I'm sure you're probably
aware, Chase Econometrics and Data, Inc., have made estimates.
They seem to range in the 200,000 to 300,000 range, depending upon
the assumptions, and also depending upon the question of the indirect
effect.
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Senator PROXMIRE. Well, my question was different. They made
their studies based on assumptions that were handed to them. They
said what happens if Chrysler shuts down. Now, in my judgment,
there's no way Chrysler is going to shut down and any bankruptcy
judge would be out of his head if he shut down a profitable operation
for Chrysler. It's a huge conglomerate. He's not going to shut down
the Omni or the Horizon operations. He's probably not going to shut
down a great deal of their operations.

I just wondered if you had made any study of this, and the assump-
tions it seems to me would vary all over the place, including an assump-
tion that I would make that if we have a bailout we are going to have
to provide tough conditions that means they are going to shut down
their losers anyway, and it wouldn't make much difference whether
we have a bankruptcy or have a government guarantee with tough
conditions. At any rate, you haven't made a study on that?

Ms. NORWOOD. No, sir.
Senator PROXMIRE. Is there any evidence that increases in employ-

ment are taking place in those sectors which are accumulating in-
ventories very rapidly?

Ms. NORWOOD. I think I have to say no to that because we really
find it rather difficult to look at some of the inventory data. As you
know, there have been some questions raised about the inventory
data, in particular, the way in which they are valued; hence, there
are some economists who argue that they have been understated. I'm
not sure whether that is so or not, but we have no way really of looking
at that.

Senator PROXMIRE. This big spurt we have in employment of 610,000
increase in jobs is a very large increase even in a period of strong
economic growth in a month. When was the last time we had an
increase that big? March?

Ms. NORWOOD. Well, we can supply that for the record.
[The following information was subsequently supplied for the

record :]
The last time employment had an over-the-month increase of at least this

magnitude was in June 1978, when employment advanced by 687,000.
Senator PROXMIRE. Can you tell me where the increases took

place?
Ms. NORWOOD. Women and teenagers. The increase in the labor

force was largely in the
Senator PROXMIRE. I'm talking about the increase in employment.
Ms. NORWOOD. Women and teenagers.
Senator PROXMIRE. And in what sectors of the economy? Appar-

ently not in manufacturing.
Ms. NORWOOD. The services producing sector.
Senator PROXMIRE. Because of that, did you consider a correction

in last month's data? It was suggested to me by the staff that there's
been a change in many schools in the beginning of the school year.
They moved the school year up. That might have had an effect, more
children going back to school in August.

Ms. NORWOOD. If that were true, it would suggest that there would
perhaps be a problem in the seasonal adjustment of those data and
for that reason we did look back some 7, 8, or 9 years at the last 4
months or so of data for teenagers, and we found nothing to support
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the fact that there was anything different except the month of August.
August for teenagers did seem different than any of the others. So
we do not believe that it was a seasonal adjustment problem.

Senator PROXMIRE. My time is up. I will be back. Senator Javits.
Senator JAVITS. Thank you, Senator Proxmire. I will just be a few

minutes.
Ms. Norwood, first let me thank you for myself, my constituents,

and I think for the country. You have been appearing before us for
a little while now in lieu of others and I'm very impressed with your
professionalism, expertise, and the appropriateness with which you
testify to what you know about. That's very refreshing.

Ms. NORWOOD. Thank you, Senator.
Senator JAVITS. It occurred to me as I looked over the chart on

unemployment for the last 10 years that we may have to revise our
base as to what we consider full employment. I notice that the 4-per-
cent figure was generally considered full employment, but that the
chart shows the range now consistently higher than that, and that
even at 6 million unemployed, we can take comfort from it instead
of viewing it with dismay. Six million is a lot of people even in a 100-
odd million working force.

Do you believe that we have as yet come to the point where some
new standard should be a base rather than simply carrying over the
fact that because for years we thought that 3 or 4 percent was a
reasonable float that that figure still is true today?

Ms. NORWOOD. That's a question, Senator Javits, that is extremely
complex and I think it depends upon one's judgments about where one
wants the economy to be heading as well as to the particular policy
issue involved. We certainly know that we have a lot more teenagers
now and that teenagers are in and out of the labor force in a different
way than people who are prime age workers. We know that the
number of teenagers is going to be leveling off in the future. We know
that we've got more than half of the women in the labor force and in
my view they are going to stay there, and we know that we need
jobs for them and I think that one has to look at this in terms of the
particular issue on which you as a policymaker are making that judg-
ment. There are some who have said that-I note that Otto Eckstein
has said we are near full employment. The Council of Economic
Advisers has changed its view. As you know, Secretary Marshall has
a different view. I think that that is a way of perhaps analyzing where
we are.

The big question is about these people who want jobs. We have to
provide jobs for them in some way.

Senator JAVITS. Well, I don't think that's an adequate answer and
I'll tell you why. We have a law called the Humphrey-Hawkins which
is on the books that strives through indicative planning and other
methods to arrive at a state of "full employment." We have to have
a reasonable idea of what we're talking about. Not straining at the
niceties of a one-tenth of 1 percent or something like that, but some
approximation.

One of the worst things that you can do in business or Government
is to be straining after a goal already attained, and so I believe, if you
would, I would like you to consider it in your shop. I'd like to put it up
to the Secretary of Labor, to the Council of Economic Advisers, and
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to the Secretary of Commerce. I think we ought to have a consensus
in Government as to what is our objective; what is full employment;
can it be determined in percentages at all. If not, is there any other
standard? If there's no way of determining it, why are we playing with
the idea and misleading people?

MS. NORWOOD. I think, though, Senator Javits, that is really what
we are getting at-it's in a way fairly close to the kinds of questions
that Senator Bentsen asked before he left-that these are in a sense
value judgments that relate to how wvell off people are, how well off
the economy is, that can only be made by the policymakers.

Senator JAVITS. Well, you and I don't agree on that point because
unemployment is a component of our policymaking and we have to
have some judgment as to what is a proper figure, whether it should
go down or whether we should not be too worried if it goes up a bit.
That has a lot to do with the antirecession actions we are taking too,
which may very well increase unemployment. This is a matter of
great public alarm, unless the unemployment rate is actually really
low right now, which you can't tell me. But I'm going to make the
request of you formally and of the others. I think we have to begin
to think about it.

Ms. NORWOOD. Fine.
Senator JAVITs. The other thing I wanted to ask you is this: It's

significant to me that the credit for what's kept unemployment, at
least based on the previous month's loxw-in the areas of teenagers,
women, and blacks-is that in each of these, there's a major program
going. For women, in terms of business equality and pay equality-
for blacks, to wit, the issue of minority employment-there is affirma-
tive action and so on, and this has now been on the whole pretty well
sustained, even by the courts. For teenagers, there's the work-educa-
tion connection for which we have put up considerable money. There's
the $400 million in CETA private enterprise jobs and training.

Now, how can you tell us whether these figures reflect that these
programs are beginning to have an effect and if that's the reason why
you show a better employment record now than before?

Ms. NORWOOD. Well, I really can't tell you because our data do not
separate out those people who are in these programs and those people
who are not. I would certainly think the prograns have helped. I don't
think it's quite true that these are the only groups who have shown
any change. We certainly, in the last few months, have had some
difference in the male unemployment rate. Do you have anything
further you want to respond to?

Mr. STEIN. Senator Javits, the figures for the white adult males
show a slight increase only in the last quarter, the third quarter, but
prior to that they had been quite low for some time.

Senator JAVITS. Well, that would tend to bear out-all I'm trying
to do is get information, because I'm a party to not only the advocacy
but to the design of a number of these programs. I'd like to know
whether we have any indication here that they are working. The
answer is that you can't tell me, except that the end figures are better
than they are for the other groups; is that correct?

Ms. NORWOOD. Well, I can tell you that as I understand it-and
this is not our figure but it's a Department of Labor figure-that in
fiscal 1979 the average number of CETA public service employment
jobs was about 550,000.
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Senator JAVITS. The last question I have, if I may just have 1
more minute, is this: It is my belief and that of many others that the
U.S. industrial machine is tending to become obsolescent because of
the failure to adequately maintain it, and that we are losing out in
international competition for very valid reasons; that the Germans
and Japanese and even the French, and to some extent the British
and the Italians, have more modern plants than ours.

To what extent are more people being hired because of the inade-
quacy of modern technology being introduced into the American
industrial system?

Ms. NORWOOD. Senator Javits, you always come up with questions
that are quite fascinating but somewhat difficult to answer. Let me
just say in that case that the big question and the big issue is, where
is this country headed regarding the improvement that is needed in
productivity? And that involves, of course, our use of technology, of
new approaches to the way in which we do many things. That is
something which I know many people in this country, both inside
and outside of Government, are giving a great deal of attention to.
You're quite right that it is important.

Senator JAVITS. I'm sorry. I didn't mean to interrupt. But looked
at statistically, these would be matters which should be of great im-
portance to you, are they not, in terms of your analyses of where we
stand?

Ms. NORWOOD. Yes, sir.
Senator JAVITS. Thank you, Commissioner. Thank you very much,

Senator Proxmire.
Senator PROXMIRE. Thank you, Senator Javits.
Commissioner Norwood, September marked the biggest increase,

I understand, in finished good producer prices since 1974 in any one
month; is that right?

Ms. NORWOOD. Yes.
Senator PROXMIRE. We also had a very, very sharp increase in the

third quarter; that is, in July, August, and September in producer
prices. Do you know when the last quarter was when we had that
kind of increase? I think it was over 15 percent in the third quarter
of this year.

Ms. NORWOOD. Well, sometime during 1974.
Senator PROXMIRE. And the first three quarters of this year the

increase in producer prices is at a 12.8 percent annual rate. How does
that compare to 1974? Was 1974 worse or was it about the same?

Mr. LAYNG. I think in terms of producer prices, 1974 was worse.
We exceeded or we reached rates of increase on a 3-month basis in
1974 in excess of 20 percent.

Senator PROXMIRE. And how long did that 1974-75 inflation, that
sharp pace, endure?

Mr. LAYNG. About 4 or 5 months.
Senator PROXMIRE. I'm not talking about 20 percent. I'm talking

about the rate in the area of, say, 15 percent.
Mr. LAYNG. Most of 1973 and 1974.
Senator PROXMIRE. If we take 1978 and 1979 to date, is that com-

parable roughly with the degree of inflation we suffered in 1973-74, or
not quite as bad?
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Mr. LAYNG. I've looked at the Consumer Price Index in that regard.
I have not looked comprehensively at the Producer Price Index. In
consumer prices, I think it's similar. For example, in the 1972-75
period, prices started to rise in 1972 and accelerated through the
first quarter of 1974 to a 14-percent rate on a 3-month basis. It stayed
at that rate through most of 1974. So we reached a rate of 14 and we
held at about that rate through most of 1974 and then we started to
drop, and by the first quarter of 1976 we had reached a rate of 2.9.

Senator PROXMIRE. Now that drop at the start of 1974 was accom-
panied by a tremendous drop in employment and a big increase in
unemployment. As I recall, you testified to that last time, how the
rate of unemployment increased from less than 6-I think it was a
little over 5 percent-up to 9 percent in 14 months and it was that
coincidence of a sharply rising unemployment with a drop in inflation;
is that right? So in the event the employment figures you gave us this
morning persisted for some time now, sluggish growth but nevertheless
some continuation in growth and jobs, it would appear unlikely that
we'd get much surcease from the present level of inflation. Is there
any other element that would be inclined to suggest easing of inflation
other than this grim and painful remedy of unemployment?

Mr. LAYNG. I think I said before the oil situation improved con-
siderably.

Senator PROXMIRE. The oil situation improved in 1974?
Ms. NORWOOD. In 1974; yes.
Senator PROXMIRE. Let me skip to that. You gave us some startling

statistics about the increase in the price of gasoline and oil generally,
and energy. This is obviously one of the elements that's making this
inflation as serious as it was in 1974. How does that particular part
of the inflation situation compare between 1974 and 1979?

Ms. NORWOOD. It's worse now than it was in 1974.
Senator PROXMIRE. It's worse now?
Ms. NORWOOD. Yes.
Senator PROXMIRE. How much worse?
Ms. NORWOOD. We can give that for the record, but it is somewhat

worse.
Mr. LAYNG. For example, in the transportation component of the

Consumer Price Index in which the gasoline price increase would be
recorded, during the 1974-75 period, the highest rate of increase in
transportation overall was 19 to 20 percent. We have already exceeded
that and we're hitting 24 at retail level now in transportation overall.
I think gasoline in particular is already up to a higher rate of increase
than it was in 1974 and I'm sure that's true with respect to heating
oil as well.

Senator PROXMIRE. But now we have a situation where we are
scheduling a gradual increase in the price of old oil, which means the
price of gasoline is almost certain to continue to escalate as time goes
on. Was there a stabilizing of the price of energy in the 1974-75 period
or did that continue to go up?

Mr. LAYNG. It stabilized.
Senator PROXMIRE. And that was a big element in bringing down

the inflation level?
Mr. LAYNG. In 1974, 1975, and 1976.
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Senator PROXMIRE. All right. Would you give us your-
Ms. NORWOOD. Prices of energy and gasoline declined at that time

relative to the changes in other prices in the Consumer Price Index.
Senator PROXMIRE. Would you give us your experience as to the

effect of producer prices on consumer prices? I realize that there
tends to be a lag. If we have an increase in the producer prices, as
you pointed out so well, we have had now for 9 months a very severe
rate, particularly in the last 3 months; there's not a one-for-one
correlation obviously, but what is the connection? What can we expect
in consumer prices, in other words, in the next 6 months, on the basis
of these producer prices we now have in front of us?

Ms. NORWOOD. If the changes in food prices we see this month in
the Producer Price Index continue, we certainly could expect that
they would eventually find their way into the supermarkets. The
crude and intermediates are not as directly related, but certainly we
could expect to find them there.

Senator PROXMIRE. But right along the line we have sharp in-
creases. In other words, in finished goods, I think you have a 1.4-per-
cent increase; in intermediate goods you have 1.5, in crude, some-
thing like 2.1-all very, very high increases. So it looks as if it's
hard to find any relief in the producer price area; is that correct?

Ms. NORWOOD. Well, I think that's true. Of course, a lot of that is
energy and we don't know quite what's going to happen there.

Senator PROXMIRE. Of course we don't. We can't predict that.
There's one thing we can't predict the rate of price increases, but on
the other hand, it would not suggest that we're going to get a modera-
tion in energy prices. If anything, we're going to get a continued
escalation, maybe not at the same rate of increase, but nevertheless,
they hardly can be expected to go down.

Ms. NORWOOD. We don't know really, of course, as you said,
although some of the large increases in energy may have come through.
As you know, and as I didn't read in my statement but is there,
the energy prices in the Producer Price Index really have already
had some effect on the CPI we have already released because there
is a lag. But I think one issue is that we really don't know yet, in
terms of things like gasoline, what effect the high prices will have on
consumption; if there is much of an effect on consumption we could
expect some reduction in prices.

Senator PROXMIRE. Reduction?
Ms. NORWOOD. Well, if there is a reduction in consumption that is

large enough, we could expect that to have some effect on prices.
Senator PROXMIRE. But it's hard to expect that, short of a reces-

sion; isn't that right? I mean, a really serious recession. All our pattern
has been that people use more and more as long as they can get it,
even with higher prices. It doesn't seem to be a very elastic demand
for-let me ask you-has the Bureau of Labor Statistics calculated
the effect of the compensation per hour on the recent Federal pay
raise?

Ms. NORWOOD. No, sir.
Senator PROXMIRE. I'm wondering about whether you have ever

noticed a correlation between salary increases in the annual Federal
pay raise and increases in the prices of consumer goods and services
m areas where a large number of Government workers are located.
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It's a common complaint made by workers that whenever their pay
increases, rents and other services seem to rise. Have you ever tried
to verify that?

Ms. NORWOOD. No, sir, we have not.
Senator PROXMIRE. How costly would it be to do that if I should

ask you to make a study, to do that to see if there has been any
correlation between the increase in the price level here in Washington
and in other areas where you have Government workers with pay
raises?

Ms. NORWOOD. We could certainly, if you would like us to, look
into the Washington index and the time period at which Federal pay
raises took place, but I don't think that would tell us very much be-
cause we wouldn't be able to do it at a very detailed level and I think
that's what would be needed.

Senator PROXMIRE. Supposing you did this: Supposing you simply
tried to get a correlation between the increase in salaries for any
particular quarter and the increase in the price level in that major
city in the following period.

Ms. NORWOOD. We certainly could provide a correlation, but I'm
not sure that it would mean very much because there are a lot of other
factors that are also taking place during that period and I don't
think that we could ascribe a causal relationship to it.

Senator PROXMIRE. Now you said that both the inflation of 1973-
74 and the present inflation are to some extent energy inflation but
not entirely by any means. I notice, for instance, th is time goods
other than energy increased at a rate of about 8.4 percent. That's a
very, very sharp inflation rate on the basis of any experience in this
country.

Can you tell us what components of the Producer Price Index,
with the exception of energy, have contributed significantly to the
sharp rise in prices? What other elements have been up over 10
percent?

Ms. NORWOOD. Food.
Senator PROXMIRE. What else?
Ms. NORWOOD. Food, and then in a number of things that
Senator PROXMIRE. How about housing?
Ms. NORWOOD. Well, the Producer Price Index doesn't have hous-

ing in it. Some of the nonferrous metals. If you looked at over the
year change-September 1978 to September 1979-wood pulp for
example, went up 23 percent. Many of the nonferrous metals were up
in the 30-percent range and then we have a number of 10-percent
ranges in cutting tools and fans, mechanical power transmission equip-
ment and so on.

Senator PROXMIRE. Now in the hearing on August consumer prices
you were able to show the direct effects of energy by calculating the
index without crude oil, natural gas, electricity, and gasoline. Can
you calculate the direct effect of energy on the Producer Price Index
by using the same method?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Can you do that and give us that?
Ms. NORWOOD. This month, Mr. Layng tells me it was nine-tenths

of 1 percent without energy.
Senator PROXMIRE. Let me see if we can get some notion
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Ms. NORWOOD. The Producer Price Index on finished goods with-
out energy is nine-tenths of 1 percent.

Senator PROXMIRE. That's an annual rate of 10.8.
Ms. NORWOOD. If you analyze 1 month on an annual rate.
Senator PROXMIRE. Now I said that-let me see if I can get some

notion of the effectiveness or ineffectiveness of the administration's
anti-inflation program, such as it is. You said the price of consumer
items which were covered by the guidelines have risen much less than
overall consumer prices. Can you tell us the performance of producer
prices which are covered by the guidelines versus the price of items
which are excluded?

Ms. NORWOOD. Well, first of all, Senator Proxmire, I was extremely
careful at that hearing to say that we had calculated an index which
excluded food, energy, and housing, which tended to be among those
things that are not covered by the guidelines, but we were not in-
terpreting what the guidelines were. I'd like that to be clearly under-
stood because it's a very complex situation.

Now we do have an index for the Producer Price Index excluding
food and energy, and that went up five-tenths of a percent this month
and that would be comparable to what we were talking about in the
Consumer Price Index.

Senator PROXMIRE. Six percent annual rate?
Ms. NORWOOD. It's 7.7 percent at an annual rate and it compares,

if you go back
Senator PROXMIRE. How much did it go up during this year, since

the beginning of the year?
Ms. NORWOOD. Well, for example, if you take the 3-month rate

which is now 7.7 percent, in June the 3-month rate was 8 percent, in
March it was 10.3 percent. So it has gone down. On the other hand, if
you go back to 1978 it was in the 7.5 range in December of 1978, and
in the ninth month, September, we were at 7.8 percent.

Senator PROXMIRE. Can you give me the average rise since the
beginning of the year or the annual rate rise since the beginning of
the year in the producer prices covered by the guidelines?

Ms. NORWOOD. We could calculate for you a producer price finished
goods index without food and energy since the beginning of the year,
but it is close to 8 percent.

Senator PROXMIRE. Well, looked at another way, it shows the im-
portant inflationary areas are not covered by the guidelines. One way
to make the guidelines work is to pick the things that are not likely
to go up, the items that are pretty stable. If you look at it it looks
pretty good, but if you exclude food and energy and some of the other
things

Ms. NORWOOD. Of course, these are the items that are affected very
much by things that are hard for the Government to control.

Senator PROXMIRE. That's true. Now although the spot market
price indexes are independent of the monthly Producer Price Index,
the spot index often indicates the direction of several components of
producer prices in the near future. Since last March there has been a
steadily widening gap between the index for foodstuffs and the raw
industrials index. Usually those two components move in tandem.
Do you have any explanation for this difference in price behavior or
am I wrong that there is a big gap?
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Mr. LAYNG. It was before March. It was between December and
the end of April that that gap was created. For example, from De-
cember 1978 to the end of March, the all commodities spot market
index increased 10.9 percent. The major components of that being
foodstuffs and raw industrials. Foodstuffs increased 3.3, whereas raw
industrials increased 16.6. Since that time all three have increased at
substantially lower rates.

Senator PROXMIRE. Maybe I framed my question improperly. What
I'd like to ask is why that gap has persisted, a gap developed in the
first 3 months of the year, when the raw industrials went up very
sharply over foodstuffs. Since then they have paralleled but the gap
has persisted. In the past they have been right together.

Mr. LAYNG. I think there are essentially three factors, two involving
raw industrials, one being lead scrap and the other being copper scrap
which increased dramatically between the December and March
period. Since that time lead scrap has held up whereas copper has
tailed off. The other factor is cocoa beans which declined 32 percent
during that period and held down the foodstuff index from December
to March.

The other factor which I think is a technical factor you should keep
in mind is that this index is a weighted geometric mean of the price
changes. That means the size of the price changes the weight of an
item in the index. Something very small in importance just because
it has a very large price change can influence the overall behavior of
the index substantially. That's what happened with things like cocoa
beans going down 32 percent or things like lead scrap going up 40
percent. The size of those percent changes influence the weight of that
component, that item in the index. That's very different from the way
the Producer Price Index is constructed, which is a fixed weight price
index where each item has a specific fixed weight from month to month
and the behavior of that index is quite a bit different from the behavior
of the spot market index during that period.

Ms. NORWOOD. It explains, Senator Proxmire, one of the reasons
that the BLS in general prefers to use our other indexes for analysis.

Senator PROXMIRE. Now, have you seen or do you know of any
direct impact on food prices from the transportation problem of grain
carriers; for example, the strike of the Rock Island Railroad and the
grain carriers up in Duluth? It's a big thing up in that part of the
country and it seems to me it could have a big effect on food prices.

Ms. NORWOOD. No, and we would have no way of knowing what the
effect may have been.

Senator PROXMIRE. Well, if there's a big increase in the price of
bread and other food that's produced by grain, it might give some
indication. That hasn't been out of line?

Ms. NORWOOD. We do have a system in which we ask our price
data collectors to provide us with any information that they pick up
and this might give us some indication, but we wouldn't have it yet
because it's too early.

Senator PROXMIRE. Now, all the major car companies have an-
nounced fairly hefty price increases for the new models and those price
increases are difficult because they don't come in with one big annual
increase; they do it about every month or two or three. They will
hike the price up 4 or 5 percent and it adds up to a lot over the year.
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Based on previous experience, has the BLS calculated the impact of
the automobile index of the new prices?

Ms. NORWOOD. Pardon me.
Senator PROXMIRE. Calculated the impact on the automotive index

of the price increases that we have just had?
Ms. NORWOOD. Are you referring to the new automobiles?
Senator PROXMIRE. I'm going to ask the staff to ask the question.
Ms. NORWOOD. The change in the new automobile prices?
STAFF. The big three have just announced major price increases.

Do you know how much?
Ms. NORWOOD. I see. No, we won't know that until next month's

index.
Senator PROXMIRE. I'm sorry. That shorthand missed me. Do you

know how much what? How much will it affect the index. All right.
The press is almost all gone so I can be stupid and get away with it.

You commented before that the household survey is not as accurate
as the establishment survey in depicting turning points in the Em-
ployment Situation. If you look at both surveys over the third quarter,
which survey gives a better indication of the turning point in the
Employment Situation, the household or the establishment survey?

Ms. NORWOOD. Over the third quarter we are quite lucky in being
able to answer that question; they are fairly close.

Senator PROXMIRE. They were quite far apart last month.
Ms. NORWOOD. Yes, but you must remember that they may look far

apart and then when you begin to take out of the household survey
those things that are not in the payroll-that are nonpayroll, like the
self-employed and others-and you come down to the same conceptual
group, you come up with a different figure and we never expect these
surveys to be exactly the same. But over the last few months it seems
to me they have been fairly close.

Senator PROXMIRE. Which one gives a better indication of the
trend-that was my question-over the years which one has been
more accurate, the household survey or the establishment survey?

Ms. NORWOOD. The household survey is a sample survey and any
sample survey tends basically, because of its size, to be more erratic.
The establishment survey includes a much, much larger number of
establishments. It's a much larger survey and would tend therefore I
think probably to be smoother. Now we have, as I announced today,
just completed a new benchmark of the establishment survey and
though it has not affected the trend in any way, it certainly has af-
fected the size of the increases considerably-800,000 or slightly more
than 800,000 is quite a big jump in a benchmark. It's one of the largest
ones that we have had and we are taking a much more careful look at
that. As I indicated incidentally when I took over as Commissioner
one of the things that I would like to see that we do within the next
few years is to have a comprehensive revision of the establishment
survey because I think it is long overdue.

Senator PROXMIRE. Now does the survey reflect any additional lay-
offs in the industries in September? Were workers laid off last month
and rehired in September?

Ms. NORWOOD. Perhaps some of the auto workers are back. There
was no real difference in the
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Senator PROXMIRE. One of the clues there seems to be the drop in
the number of persons who were unemployed less than 5 weeks, as
well as the layoff figures themselves-they seem to indicate they were
rehired.

Ms. NORWOOD. Well, we do know from the newspapers as well as
from our surveys that some of the auto workers are back.

Senator PROXMIRE. Finally, with this increase in employment and
the work force relatively unchanged in the third quarter, what does
this mean for productivity in the third quarter?

Ms. NORWOOD. It certainly doesn't look good.
Senator PROXMIRE. Do you think the productivity is at best

stationary rather than
Ms. NORWOOD. I think the real question when we look at produc-

tivity is not just the labor side but also the production side, and I
think it will depend to a large extent on what kind or revisions we get
in the output figures.

Senator PROXMIRE. I want to thank you very much for your testi-
mony, you and your colleagues. It's been very helpful.

Ms. NORWOOD. Thank you, sir.
Senator PROXMIRE. The committee will stand adjourned.
[Whereupon, at 11:25 a.m., the committee adjourned, subject to the

call of the Chair.]
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JOINT ECONOMIC CO.MMITTEE,
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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: Senators Bentsen, Sarbanes, and Javits; and Representa-
tive Wylie.

Also present: John M. Albertine, executive director; M. Catherine
Miller, professional staff member; Katie MacArthur, press assistant;
Mark Borchelt, administrative assistant; and Peter Turza, minority
professional staff member.

OPENING SmTAT'rEENT OF SENATOR BENTSENX. CHAMIrNAN

Senator BENTSEN. This hearing will come to order.
Well, the numbers that seem to be coming out of this economy

continue to be puzzling and I think that's an understatement, frankly.
In August, unemployment increased sharply from 5.7 to 6 percent.

However, in September, I guess to the surprise of virtually everyone,
the unemployment rate fell. Then in October we find the rate has
increased from 5.8 percent to 6 percent.

To make matters even more baffling, total employment measured
by the household survey declined by 220,000 in October, but measured
by the establishment survey, total employment increased by 300,000.

If you look at the chart behind me, you will see that employment
growth measured by the establishment survey has declined fairly
consistently from midyear. So the pattern is a difficult one to under-
stand and I'm sure we're looking forward to your shedding some light
on that this morning, Commissioner. Last month you told us that
there was no sign of a recession in the labor market. Is that still the
case?

While your monthly employment releases are giving some problems
of interpretation for the economic policymakers, I am sure that the
Nation's economic forecasters look forward to the return of the day
when economic trends are decipherable. Can you hasten that day by
explaining this month's statistics?

Senator JAVITS. Mr. Chairman, I just want to apologize to Com-
missioner Norwood. I will be leaving in a few minutes because I've
got to go to the Foreign Relations Committee markup, but I came
this morning to get the latest unemployment figures.

Thank you, Senator Bentsen.
(315)
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSISTANT COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND ROBERT L. STEIN,
ASSISTANT COMMISSIONER, OFFICE OF CURRENT EMPLOYMENT
ANALYSIS

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

The unemployment rate edged up from 5.8 to 6 percent in October,
returning to its August level. Total employment, as measured by
the household survey, dipped slightly in October, whereas nonfarm
payroll employment rose by 300,000. The gain in payroll jobs, however,
was concentrated in the service-producing industries, especially
in wholesale and retail trade. The index of aggregate weekly hours of
production or nonsupervisory workers in the private nonfarm economy
was unchanged over the month.

Although month-to-month changes since March have been some-
what erratic in both the household and the establishment surveys,
both series reflect a clear slowdown in the rate of employment growth.

In the manufacturing sector, both employment and weekly hours
have declined since March. Although precise seasonal adjustment
of employment for the automobile industry during the summer
months is always difficult, by October employment in transportation
equipment had been reduced by about 60,000.

The unemployment rate was 6 percent in October. The rate has
ranged between 5.6 and 6 percent for the past 14 months. The jobless
rate for adult men, now at 4.3 percent, has been edging up in recent
months, but the rates for women and teenagers have shown no
consistent trend. The unemployment rate for black male workers
rose between September and October, while that for white workers
was virtually unchanged.

PRODUCER PRICES

The Bureau released the producer price indexes for October yester-
day. Prices for finished goods rose 1 percent, somewhat slower than
the increases of the previous 2 months-1.4 and 1.2 percent, re-
spectively. This deceleration was, in large part, the result of a decline
in consumer food prices, following 2 months of large advances. After
rising at an annual rate of 21 percent during the first quarter of this
year, prices for consumer foods at the producer level have risen at
an annual rate of less than 1 percent over the last 6 months.

Prices for finished energy goods, although continuing to rise rapidly,
rose at a somewhat slower pace in October than in the previous 5
months and, therefore, also contributed to the overall slowdown.
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In October, capital equipment prices rose 1.2 percent following an
increase of only 1.1 percent during the entire third quarter. Much of
this acceleration can be traced to a 4-percent rise in prices for motor
trucks, which had dropped about 3 percent during the third quarter.
Continued strong demand also contributed to substantial price in-
creases in a large number of other capital goods.

Among intermediate or semifinished materials, energy prices con-
tinued to advance rapidly, but not so much as in recent months. On
the other hand, widespread price increases for other materials, par-
ticularly those used in nonfood manufacturing and construction,
caused the intermediate materials index to rise more rapidly than in
any other month during the past 5 years.

A similar story prevails among crude materials. Prices of crude
energy goods rose more slowly than last month. Prices for crude
nonagricultural materials other than energy, however, jumped sharply
after generally declining during the previous 6 months.

While the picture of producer price changes is somewhat complex,
there are a number of major factors that can be summarized.

One, food prices have moderated as the combined result of con-
sumer resistance to high prices for some products and improved
supplies for others.

Two, the bulge in energy prices as the result of general OPEC
price increases has begun to subside. Energy prices continue to rise
rapidly, however, as the result of (a) the remnants of the general
OPEC increases, (b) the actions of individual oil producing nations,
and (c) price increases in domestic energy sources.

Three, the second-stage effects of the petroleum price rises are
becoming quite prominent.

Four, international commodity markets are experiencing very active
buying, with consequent price jumps for a variety of intermediate
and crude materials.

The BLS also issued releases this week concerning productivity
and major collective bargaining settlements, which I'd like very
rapidly to review with you.

PRODUCTIVITY

Productivity in the third quarter was essentially unchanged, rising
0.1 percent in the private business sector and 0.2 percent in the non-
farm business sector at compound annual rates. These results follow
two consecutive quarters of decline.

Unit labor costs in the third quarter increased 8.3 percent at an
annual rate in the private business sector, as hourly compensation
rose 8.5 percent. This follows a rise of almost 13 percent in unit labor
costs during the first half of 1979. Because the rise in consumer prices
outstripped compensation gains, real compensation per hour de-
creased about 4 percent at an annual rate in all major sectors.

There is little that can be inferred on a quarterly basis about the
causes of productivity movements. Sluggish capital formation since

57-254 0 - 80 - 21
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1973 and the absolute decline in the ratio of capital to labor un-
doubtedly have contributed to the low trend rate of productivity
growth. The primary determinant of productivity performance in the
coming months, however, is likely to be the level of business activity.
Productivity typically falls rapidly in the contraction phase of the
business cycle and grows rapidly during the recovery phase.

COLLECTIVE BARGAINING SETTLEMENTS

First-year wage adjustments negotiated in the first 9 months of
1979 averaged 7.5 percent, and the annual rate of wage adjustment
over the life of the contract averaged 6.1 percent.

In the larger bargaining units, where data include supplementary
benefits as well as wages, settlements in the first 9 months of 1979
averaged 9.1 percent in the first contract year and 6.7 percent annually
over the life of the agreement.

These averages do not include estimates of potential wage in-
creases under cost-of-living escalator [COLA] clauses. As would be
expected, the increases in agreements with COLA clauses were smaller
than those without them. COLA clauses cover about 59 percent of the
9.4 million workers in major bargaining units. In the first 9 months
of 1979, wage increases resulting from COLA clauses in major agree-
ments returned workers an average of 56 percent of the rise in the CPI
during this same period.

Mr. Chairman, at a hearing that was held at this committee on
the Consumer Price Index, there were some comments made on the
mortgage interest component of the CPI and I think it would be
useful if you would allow me to take a moment to clarify some of the
issues.

CPI MORTGAGE INTEREST

In light of the recent interest in mortgage interest rates, it is natural
that there be renewed interest in how they affect the CPI. The current
definition of homeownership in the CPI is based on a purchase-price
concept. The weights for the major elements of homeownership costs
refer only to those consumers who actually purchased homes in the
base period. Expenditures of those persons who lived in homes pur-
chased in previous years are not included. For mortgage interest,
the weight in the CPI is the total amount of interest estimated to be
paid over the life of the mortgage-assumed to be one-half the term-
by persons buying homes in the base period.

The CPI represents the cost, at prices prevailing in the current
month, of the basket of good and services consumed during the base
period. Therefore, the mortgage interest component measures the
change in the interest required each month to buy houses of the same
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quality, at the same ratio of downpayment-or mortgage loan-to
sales price, and the same term of mortgage as in the base period. The
change in these mortgage interest costs is measured by multiplying
the change in current interest rates by the change in house prices.

During the last 12 months, mortgage interest rates have increased
12.4 percent and have accounted for about 0.85 of the 12.1 percent
rise in the CPI all items. From a more abstract point of view, a 10-
percent rise in mortgage interest rates would raise the CPI 0.8 percent.
Both of these calculations assume that house prices-an integral part
of the mortgage interest component-remained unchanged.

Some have argued that the mortgage component of the CPI should
contain the mortgage rates actually paid by the entire index population.
Under this proposal, if you, for example, bought your house 10 years
ago with a mortgage rate of perhaps 7 percent and I bought one 3
years ago with a mortgage rate of 9 percent, those rates, they argue,
should in some way be used in the current index.

Introduction of a hybrid system of weighted past mortgage interest
rates into the CPI would represent a basic change in the CPI-it
would no longer be a measure of current price change.

In addition, there is a very important pragmatic point. It is true
that in the present situation, when interest rates are rising, use of a
weighted average would make the CPI go up more slowly. However,
when interest rates begin to fall, use of such a weighted treatment
would result in a rising mortgage interest rate measure in the CPI.
This anomaly would be difficult to explain to the public. Furthermore,
the CPI would be higher than it would be under the current treatment.

Finally, in evaluating the treatment of mortgage interest, I believe
that it is extremely important to emphasize that it is an integral part
of the general issue concerning the measurement of owner-occupied
housing costs. As I have earlier testified before this committee, home-
ownership costs present some of the most complex conceptual and
operational problems encountered in compiling the CPI. The BLS
addressed these problems during the course of the CPI revision
program and suggested that there be a change in the treatment of
owner-occupied housing costs. While some of those consulted on these
questions agreed that a change in approach was desirable, few were
convinced at that time that the proposed alternatives could be success-
fully implemented in the CPI. Further research in this area is sorely
needed and I can assure you that the Bureau of Labor Statistics will
do all that it can to continue its own work, stimulate research by
others and to engage in frank and open discussion of the issue.

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

[The table attached to Ms. Norwcod's statement, together with the
Employment Situation press release referred to, follows:]
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UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-11 method

Con-
Official current Stable Total

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

X-11 ARIMA method

Resid- Extrapo- Con-
ual fated current

Rang
(cols.

2-8)

(7) (8) (9)

5.4 5.8 5.8 5.8 5.8 5.9 5.8 5.8 0.1
5.5 5.8 5.8 5.8 5.7 5. 8 5. 8 5.8 1
5.6 5.9 5.9 6.0 5.8 6. 0 5. 9 5.9 2

6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .2
6.4 5.7 5.7 5.7 5.7 5.5 5.7 5.8 .1
6.1 5.7 5.7 5.8 5.7 5.6 5.7 5.7 .2
5.5 5.8 5.8 5.7 5.7 5.8 5.8 5.8 .2
5. 2 5.8 5.8 5. 8 5. 8 5. 9 5.8a 5. 7 .2
6.0 5. 6 5. 7 5.5 5.7 5.6 5.6 5.7 .2
5.8 5.7 5.7 5.6 5.8 5.7 5.7 5.7 .1
5.9 6.0 5.9 5.9 6.0 6.1 6.0 5.9 .2
5.6 5.8 5.8 5.8 5.8 5.9 5.8 5.8 .3
5.6 6.0 5.9 6.0 6.0 6.1 6.0 6.0 .3

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

NOTES TO TABLE COLUMN NUMBERS

(1) Unadjusted rate-Unemployment rate not seasonally adjusted.
(2) Official rate (standard X-11 method)-The published seasonally adusnted rate. Each of the 3 major labor forceco 'onents-agricultural employment, nonagricultural employment and unemployment data-for 4 age-sen groups(males and femalen under and over 20 years of age) are separately adjusted then added to derive seasonally adjusted

total figures. Teenage unemployment and nonagricultural employment are adjasted by the standard X-11 method's
additive option, while all other series are adjusted by the multiplicative option. Adult male unemployment is adjusted
multiplicatively using the prior trend adjustment feature of tbe X-11. The rate is computed by adding the 12 components
to a civilian labor force total, and dividing and derived civilian labor force into the unemplnyment total. These series are
revised at the end of each year. Factors for the current year are computed at the beginning of the year for the 12 succeed-

ihe monthand published in advance.
T c nt "implicit" factors for the overall unemployment rate, derived by dividing the original unemployment ratebythe seasonally adjusted rate for the months of 1978, are: January (111.1), February (112.0), March (106.7). April (94.6),May (89.5), June (105.6), Jaly (102.) August (98.5), September (97.3), October (93.1), November (95.7), December

(95.5).
(3) Concurrent (standard X-11 method>-The procedure for computation of the official rate is followed, escept thatthe data are re-seasonally adjusted by the standard X-11 method each month us the most recent data become available,

i e., the rate for January 1979 is based on adjustment of data for the period, January 1967-January 1979. The rates forthecurrent year are shown as first computed, while data for 1978 are as revised to incorporate experience through De-ce mbe r 1978.
(4) Stable (standard X-11 method)-.The stable seasonal option of the standard X-11 method uses final seasonal factorscomputed as an unweighted average of all seasonal-irregular ratios for the entire span of the period, January 1967-December 1978. In essence, this procedure assumes that seasonal patterns a re relati vely constant from year-to-year. The

unwei ghted average is updated and series revised at the end of each year.
(5) Total (standard X-11 method)-This is alternative aggregation procedure, in which total unemployment and laborforce levels are directly adjusted by the standard X-11 (multiplicative option) to derive the rate. The series are revised

at the end of each year.
(6) Residual (standard X-11 method)-The labor force sod employment levels are adjusted directly, with the level of

unemployment derived as a residual. The rate in computed by dividing the residual unemployment level by the directly
adjusted civilian labor force. The series are revised at the end of each year.

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

(8) oncrren (X1 1 RIM )-Th prcedre for computation of the X-11 ARIMA rate is followed, except that the
data are re-eas naly adustd ech ont asthe most receit data become available, i.e.. the rate for January 1979 is
base on adjstm nt f dta or he erid, anuary 1967-January 1979. The rates for the current year are shown as
firt c mpued, whie d ta or 978 are revsedto reflect experience through December 1978.

Meth ds f Adust ent- he tandrd -11 method was developed by Julius Slriskin at the Bureau of the Census.
The eth d i decried ~ " -11 Varantof he Census Method 11 Seasonal Adjustment Program,' by Julius Shiskin,

Alan Youn, and Jnn Musgrave, (Technical Paper No 15, Bureau of the Census, 1967).
The X1 ARIM method was developed at Statistics Canada by Estela Bee Dagum and is the official method for sea-sonally adjusting the Canadian labor force series. A general description of the method is contained in "A Cornp arisen andAssessment of Seasonal Adjustment Methods for Employment and Unemplo) ment Statistics,' by Estella Bee Dagu m(Background Paper No. 5, U.S. National Commission on Employment and Ulemployment Statistics, February 1978).

Unad-
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February .
March -------
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May
June ----------
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THE EMPLOYMENT SITUATION: OCTOBER 1979

The overall employment situation was characterized by mixed developments in October, the

Bureau of Labor StatIstits of the U. S. Depurtneot of Labor reported today. Enenployment

rose, and the two aample surveys shoved different movements is employment. Th. Nation's

onmoployarot rate increased from 5.8 percent in Septmbner to 6.0 percent in October, the none us

it wan iS August. The rate thos remained at the top of the 5.6 to 6.0 range that has prevailed

for the past 14 months.

Total employment--as neasured by the nonthly survey of households--edged down by 220,000 is

October to 97.3 illion. Eploy.ent had expanded substontially in Septe-ber and wos Op by 2.1

million over the year. In contrast, nonfarm payroll enployment--an measured by the soothly

survey of estoblishnents--rose by oboot 300.000 to 90.2 million is October, following 2 .ooths

of little grouth. The number of payroll jobs ban advanced by 2.8 million since October 1978.

Unemploymeot

The nonber of uneuploynd persons rose by nearly 200,000 in October to 6.2 nillion, with most

of the increase occurring .. o.g persons who had lost their jobs. The overa11 .enployveot rate

ceved up fros 5.8 percent in Septenber to 6.0 percent, the sano as the August rato and clone to

the rates prevailing since August of 1978. (See tables A-l and A-5.)

Over-the-month iocreases is onemployment occurred among adult women and blotks, as their

jobless rates rose to 5.8 aod 11.7 perceit, renpectively. The increane amn0g woneo reversed a

decline of comparable nogoitude in Septenber. So contract, the ooneploy.eot rate for adolt uen,

at 4.3 percent, was little changed froc September, though it wan up foor-tenibs of a percetrage

point from the May-June levol. Likewioe, jobless rates for coot other major worker categories,

including teenagers., white, and Etll-time workers, were about the none on i4 the previous

month. (See table A-2.)

Total Epnlovyent and the Labor Force

Total employneot edged down by 220,000 it October to 97.3 sillion. Movements in employment

have been momewbat erratic in recent months: the October level was not much different than July.
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The enplyment-popalation ratio was 59.2 percent in October, down 0.2 percentage point frsa

September. Over the past year, total eoploynent has advanced by 2.1 million; all of this

increase took place among adolts.

The civilian labor force held at 103.5 million in October, as the over-the-onth increase in

onemploymeo. was offset by the decline of aboot equal magnitade in employment. Since October

1978, the civilian labor force has risen by 2.4 million, bht growth has slowed considerably

since March, totaling only 760,000.

The civilian labor force participation rate, at 63.7 percent, returned to its August level

after hitting an all-time high of 63.9 percent in Septesber. Over the year, labor force

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

Ij OQuarterly averages I Monthly data

Selected categories I I I
i 1978 i 1979 i 1979

I III I IV 1 I I II III IA.R. I Sept. I Oct.
HOUSEHOLD DATA I

I Thousands of persons
Civilian labor force ............... 1100,7531101,5241102,4751102,2951103,2021103,0491103,4981103.474

Total oployment ............... 1 94,7261 95,6161 96,5961 96,4151 97,2081 96,9001 97,5131 97,293
Unemploynent .................. 1 6,0271 5,9081 5,8781 5,8801 5,9941 6,1491 5,9851 6,182

Not in labor force ................ 1 58,4821 58,3981 58.0951 58,8861 58,6041 58,7521 58,5151 58,901
Disco-raged workers............ 1 8531 7601 7241 8261 7391 N.A.1 N.A.1 N.A.

I I I I I I I

Unemployment rates:
All workers....................
Adolt men......................
Adult woen....................
Teenagers ......................
White ..........................
Black and other................
Foil-time workers..............

ESTABLISHMENT DATA

Nonfaro payroll employment........
Gcods-prodocing indostrien.
Service-prodocing indontriem...

Percent of labor force

I 6.01 5.8I 5.71 5.71 5.81 6.01 5.81 6.0
I 4.11 4.01 4.01 3.91 4.21 4.21 4.21 4.3
I 6.11 5.81 5.71 5.71 5.61 5.91 5.51 5.8
I 16.11 16.31 15.81 16.21 16.11 16.51 16.41 16.6
I 5.21 5.11 5.01 4.91 5.11 5.31 5.11 5.2
I 11.71 11.51 11.41 11.61 10.81 11.01 10.61 11.7

5.51 5.21 5.21 5.2! 541 5.4j 5.41 5.5
I I I I I I I I

I-

Average weekly hoors: I
Total private nonfrm..
Ma.fcring... .. I
Manufacturing overtie ...........

I
p-pr.1i~i..ry

Thousands of lobs
86,8661 87,7991 88,7241 89,353189,773p1 89,762189,845pI90,151p
25,7311 26,1111 26,4861 

2 6
,

6 3
012

6
,638pl 26.599126,591p[26,623p

61,1351 61,6881 62,2381 
6 2

,723163,136pi 
6 3

,1631
6

3,254pl63,528p
I I I I I I I

I I 1 - I I I I
35.81 35.81 35.8i 35.51 

3
5.6p 35.61 35.7pI 355p

40.51 40.61 40.61 39.81 40.lpI 40.11 
4 0

.
1
pI 40.1p

3.51 37 3.7 3I 32p 3.21 32p 
3
.

2
p

I I I I I I I b
N.A-emt available

auur! ox wore-
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participation has increased by 0.4 percentage point, due entirely to continued gains in adult

female participation.

Industrv Payroll Eonlovuant

Nonfarm payroll employment rose by 305,000 in October to 90.2 million, following negligible

increasee in each of the prior 2 months. Payroll employment has advanced by 2.8 million over

the past year. (See table 1-1.)

Service-producing industries accounted for virtually alt of the employment gain, with

wholesale and retail trade and cervices registering the largest ebsolute increaeee.

Transportation and public utilities and finance, insurance, and real aestte also poeted gains

while government employment was about unchanged.

Employment in the goode-producing eactor was little changed from September. Jobs in

construction increased 30,000, while employment in mining wee unchanged. Overall manufacturing

employment wee essentially the esm as in September. as declines in durable goods about offset

gains in nondurable goods. Within the durable goods industries, transportation equipment jobs

fell by 55,000 in October. Most of this decline probably occurred in the summer months but was

not apparent at that time because of problems of seasonally adjusting auto nodel changeover.

Strike activity wae responsible for a drop of 40,000 in machinery. Among the nondurable goods

industries, job gaein were scattered, with the largest taking place in food processing and

printing and publishing.

Hours

The average workweek of production or nonsuperviaory workers on private nonagricultural

payrolls was 35.5 hours in October, down 0.2 hour from September. Declines took place in every

industry division eacept manufacturing. Manufacturing hours, at 40.1, have shown little change

.ince May but were down 0.4 hour over the past year. Factory overtime, at 3.2 hours, was also

unchanged fron September. (Se. table e-2.)

The index of aggregate weekly hours wan unchanged in October at 125.9 (1967-100). The inden

woo up 2.4 percent over the year, due entirely to employment gains. The nanufcrturing inden wan

little changed both over the month and from a year earlier. (See table B-s.)
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Ho..y and Weekly Earnings

Average hbrly earnings of productise or no.n.pervniary wsrkers on private seefaro payrolls

edged op 0.3 percent is October (seasonally adjunted) and were 7.5 percent above ftoober 1978.

Average weekly earnings declined 0.2 percent over the eonth bat were op 6.6 percent fron October

197y.

before adjontne.t for seasnallity, average hourly earnings rose I nest fron Septenbor to

$6.31, 44 oasts above October 1978. Average weekly earnings were $224.64 is October, down 90

cents fron Septenker bot op $13.91 over the year. (See trble B-3.)

The -oorly E-arigos Iden

The H-orly Earnings Inden--earnings adjusted for overtine In nansfactorig .neas.allity, sod

the effects of changen in the proportisn of workern is high-age. and low-wage indostrias--was

234.9 (1967-100) in Ociober, 0.3 percent higher thba is Septenber. The iodan was 7.7 percent

above October a year ago. During the 12-no.bth period ended in Septenber, Eke hourly Enroigo

loden in dollars of .osnstat purchasing power decreased 3.7 percent. (See table B-4.).
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Explanatory Note

,t-leans presents and analyzes statistics from
is. - sior surveys. Data on labor force, total employ-
. l, and unemployment (A tables) are derived from

the i ,rent Population Survey-a sample survey of
l.,-'cholds which is conducted by the Bureau of the
(eisits for the Bureau of Labor Statistics. Beginning in
Septeimber 1975, the sample was enlarged by 9,000
hous-holds in order to provide greater reliability for
wnafiler States and thus permit the publicalion of annual

statioties for all 50 States and the District of Columbia.
I hese soupplemealary households were added to the
47.iitll intional household sample in January 1978, thus
the sample now consists of about 56,000 households
seleeted to represent the U.S. civilian noninstitutional
poputotion 16 years and over.

Statistics on nonagricultural payroll employment,
II or.. iind earnings (B tables) are collected by the
lircou of Labor Statistics, in cooperation with State
igencics, from payroll records of a sample of approxi-
nm.utely 1h2,000 establishments. Unless otherwise indi-
rled. data for both statistical series relate to the week
ceuotailung the 12th day of the specified month.

Comparability of houiehold and payroll
employment statistiuc

Employment data from the household and payroll
urveys differ in several basic respects. The household

si rvu y provides information on the labor force activity
of the entire civilian noninstitutional population, 16
yesr. of age and over, without duplication. Each person
is cIlssified as either employed, unemployed, or not in
tie labor force. The household survey counts employed
persons in both agriculture and nonagricultural
iiidsstrics and, in addition to wage and salary workers
(including private household workers), counts the self-
employed, unpaid family workers, and persons "with a
job but not at work" and not paid for the period absent.

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

Unemployment

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

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

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

Seanonal adjustment

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

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

I or cstablis.hment data, the seasonatly-adjusted
seriec for all employees, production workers, average
wrr-klV hours, and average hourly earnings are adjusted
h5 aggregating the seasonally-adjusted data from the

tictive rcmponent series. These data are also
rviood annually, often in conjunction with bench ,ark
(,olrelrnsive counts of employment) adjustments.
( I he imost recent revision of seasonally-adjusted data
-a, tissed on data through June 1979.1

Sampling variability

Both the household and establishment survey
1t1Uistis are subject to sampling error, which should be

kran into account in evaluating the levels of a series as
well us changes over time. Because the household
survey is based upon a probability sample, the results
may differ from the figures that would be obtained if it
wcre possible to take a complete census using the same
piestionnaires and procedures. The standard error is the
vii sure of sampling variability, that is, of the variation
that occurs by chance because a sample rather than the
e ntire population is surveyed. The chances are about 68
out of 100 that an estimate from the survey differs
1row al figure that would be obtained through a
enhiplete census by less than the standard error. Tables
A through I in the "Explanatory Notes" of EmIn went
nd tarnisgs provide approximations of the standrd

errorT -or unemployment and other labor force
integories. To obtain a 90-percent level of confidence,
the confidence interval generally used by BLS, the
errors should be multiplied by 1.6. The following
esamples provide an indication of the magnitude of
sapiiipng error: For a monthly change in total em-

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

Although the relatively large size of the monthly
establishment survey assures a high degree of accuracy,
the estimates derived from it also may differ from the
figures obtained if a complete census using the same
schedules and procedures were possible. However, since
the estimating procedures utilize the previous month's
level as the base in computing the current month's level
of employment (link-relative technique), sampling and
response errors may accumulate over several months.
To remove this accumulated error, the employment
estimates are adjusted to new benchmarks
(comprehensive counts of employment), usually on an
annual basis. In addition to taking account of sampling
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individual establishments. Employment estimates are
currently projected from March 1978 levels.

One measure of the reliability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is
small, the chances are about 68 out of 100 that an
estimate from the sample would differ from its bench-
mark by less than the RMSE. For total nonagricultural
employment, the RMSE is on the order of plus or minus
83,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables K through P in the "Explanatory
Notes" of Employment and Earnings.
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HOUSEHOLD DATA . HOUSEHOLD DATA
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............... 5,660....5,1792 5',78 5,87 5,770 ,6 6,1.9 5,985 6.182
366161616661,6,61, 5.3 ~~~~ ~~~~ ~~ ~~5.6 5. 5.0 5.6 5.7 6,.0 5.8 6.0
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HOUSEHOLD DATA HOUSEHOLD DATA
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Table B-1. Employ... on nonagrlcol.orel payrolls by industry
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Table B 2. Average weakly hbos of production or noesup-rvi-ory workers.eon private

nosgrlcslto1-el payrolls by industry
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Chart 1. Civilian labor force and employment
(Seasonac!y adjusted)

Chart 2. Unemployment rate--all civilian workers
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Senator BENTSEN. Commissioner, I am very pleased you brought
that up because comments were made and frankly they give me some
concern. I recall reading in the Wall Street Journal on October 29
where the President said that the Consumer Price Index measures
costs as though every month every homeowner in the country had to
renegotiate a home loan on the basis of higher interest rates but that
greatly exaggerates in the Consumer Price Index the effect of higher
interest rates on home loans.

Does it?
Ms. NORWOOD. The Consumer Price Index measures the price of

the fixed market basket and, as I explained in my statement, it
measures the price at which somecnie entering the marketplace would
enter into a mortgage. That's the concept.

I think there is some confusion in that people look at the Consumer
Price Index sometimes as though it is a cost-of-living measure and
the CPI as it is now constructed is not a true cost-of-living measure.

Senator BENTSEN. I guess, then, that's the same problem we run
into. I see Mr. Kahn made his statement about home purchases and
was talking about that, as I recall, adding 2 points to the CPI rate,
if I remember right. Obviously, a home purchase is an infrequent thing
to happen.

Ms. NORWOOD. Well, let me explain it this way, sir.
The CPI as it is officially developed includes, as I explained in my

statement, the current price-
Senator BENTSEN. I understand. I want to know if he's correct that

it raised it 2 points.
Ms. NORWOOD. What he was saying, I think, was that if one were

to substitute for the mortgage interest cost component something like
the rent component of the CPI as a rental equivalency kind of ap-
proach but using the CPI rent, you would get perhaps 2 percent less.

Senator BENTSEN. I guess my problem is now these things are per-
ceived. That's the concern too. You say that this is not a cost-of-living
measure, but it gets perceived that way, doesn't it?

Ms. NORWOOD. Yes. That is certainly true, and I think the basic
point that I would like to make and to be sure is understood is that
mortgage interest is only one component of a purchase of a home.
There are many others. There's the price of the house that goes into
the index. There are property taxes. There are home repairs and finance
and insurance. NoW one cannot look just at mortgage interest.

As I have discussed with you before, one could look at the flow of
services of the cost of shelter to the consumer and remove the invest-
ment potential that is in a house and the depreciation-the apprecia-
tion and depreciation. That is a different concept, but it's not just a
problem of mortgage interest. The issue is the treatment of home
purchase.

Senator BENTSEN. Well, let's look at the other infrequent purchase.
Let's take an automobile or the durables component-suppose we're
talking about refrigerators-how do you work that in? How do you
handle the infrequent purchases?

Ms. NORWOOD. The way it is handled in the CPI is that the base
period market basket includes the expenditures of those people who
purchased a refrigerator, a washing machine, an automobile. That is
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the weight. It represents the number of people who made the purchases
during the base period. The price is the current market price to buy
this basic market basket.

Senator BENTSEN. Well, let me ask you, then, do we have a realistic
indicator to use in labor contracts for an adjustment when we get into
the cost-of-living question? Now, you may have a 3-month lag there,
as I recall, before it's utilized, but is the CPI increase a true evaluation
of the cost that should be factored in their labor contracts?

Ms. NORWOOD. Let me say two things to that, sir. One, as I said in
my statement, in collective bargaining agreements, at least for the
first 9 months of 1979, the cost-of-living escalators recovered 56 per-
cent of the increases in CPI, not 100 percent of it. That's because of
the way in which their agreements work. I think that's an important
point.

I think that it is true certainly that there are many different points
of view about how a consumer price index should be put together. We
have at the moment a consumer price index which is basically one
which calculates the cost in today's prices of purchasing the market
basket that was purchased by the particular index family group in the
base period. There are differences of opinion about the treatment of
durable goods and about whether a durable good which is used for a
longer period of time for many years should be handled differently.
There's room for much difference of opinion about that. There has
been a lot of discussion about it.

I think that the Bureau of Labor Statistics during the period of the
revision program focused primarily on the housing component rather
than on all durable goods because housing is the largest in the index.
The weight for housing is quite large in the index. We suggested alter-
native approaches. There were many, many different points of view
expressed and I think today there is room for difference in point of
view. However, the CPI as it is presently calculated treats home pur-
chase as an item purchased by the index family in the base period and
the price at which it would be repurchased today, just as we do with
oranges and apples.

Senator BENTSEN. What do you do about figuring in, or do you,
where a family changes buying habits because of high prices? Let's say
the price of beef is way up and they say, OK, we'll go to chicken, and
so they are not buying beef any more. That's really not part of their
market basket. Do you still interpret it as though they were buying
beef?

Ms. NORWOOD. Well, the answer to that in one sense is, yes, because
the market basket is a base period market basket. As you are aware,
the implicit price deflator produced by the Department of Commerce
has shifting weights. We have done some work in the Bureau of Labor
Statistics looking at the effect of possible shifts in response to relative
price changes in food and other items. We intend to do a lot more work
in this area. But what we have is I think clearly what we describe it to
be, and in that sense it is a measure which says if I want to protect the
income to buy the market basket, that I purchased or that the index
family purchased during the base period, the CPI measures current
jrices for it-the difference between the base period and the current
prices of today is the measure which protects that basic market basket.
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I think the problem is, Senator Bentsen, that the index is used for
many, many, many purposes, and it may well be that for some purposes
you want to look at different weights and for other purposes you may
want to look at a fixed weight index.

If you look at the implicit deflator, they do once a year produce a
fixed weight deflator and they produce a deflator which has weights
moving every month in terms of what people are buying. But it should
be understood that the CPI does not do that.

Senator BENTSEN. All right. Let me get to another one then. Last
month we were talking about the problems of unemployment and I
asked you if you saw any really definitive sign of expansion or con-
traction in the labor market-as I recall, both surveys were going up-
and as I recall your comment then, you did not see anything that
showed a strong sign of contraction in the labor market at that time.
Now you have these two surveys going in divergent directions. Would
you make the same statement now or would you modify it?

Ms. NORWOOD. I think that we now still have an economy which is
showing a slowdown in the rate of employment growth, which is
showing some strength in the service sector in particular, and I think
that it is too soon to say where we are moving.

The two surveys do show different trends, but I think you have to
look at them over a longer period of time. The Current Population
Survey [CPS] has a much larger variance because it's a sample
survey. Last month, for example, the CPI showed an increase, a rather
larger increase. This month the CPS has declined, employment has
declined, and I think that that may well be partly a correction. The
establishment survey is showing increases, as your chart shows, after
several months of rather negligible increases. There is very little
evidence of growth in the goods-producing sector over the past several
months. There is still employment growth in the service sectors I
believe. I think that these findings are consistent with other data-
that is, data that are not produced by the Bureau of Labor Statistics
things like growth in output, growth in factory orders, and growth in
retail sales.

Senator BENTSEN. My time has expired. Congressman Wylie.
Representative WYLIE. Thank you very much, Senator Bentsen.
Ms. Norwood, the unemployment rate is essentially unchanged

from the 5.8 percent to 6 percent, right?
Ms. NORWOOD. It is a statistically significant change, but it is very

small, yes. I think perhaps the correct thing to say is that over a long
period of time we have been within a very narrow band of 5.6 to 6
percent.

Representative WYLIE. Well, over an annual period, that's essen-
tially not a very large change, and the Consumer Price Index is
relatively unchanged for the same period-12 percent to 13 percent
I think you said in your statement. Industrial production is largely
unchanged, and real disposable income for workers, as you have in-
dicated, is definitely declining.

Ms. NORWOOD. Yes.
Representative WYLIE. This indicates that something is going to

have to give before long. Is that a fair statement?
Ms. NORwOOD. I can comment only on the (lata. I think your

assessment of the data is certainly correct.
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Representative WYLIE. Are we about to enter the second recession
of 1979?

Ms. NORWOOD. I don't know whether there has been a recession
or whether there will be a recession. As you know, we don't forecast;
but quite apart from that, I was very interested in an article in the
Wall Street Journal which said, and I quote:

That the arbitrator of when recessions begin and end, the National Bureau of
Economic Research, has just canceled a news conference in which its analysts
had planned to tell reporters where the economy stands. After meeting privately
a few days ago, the National Bureau of Economic Research explained, "we con-
cluded that the data are so contradictory that it's hard to say where we do stand.'

I think that the issue of recession-yes, recession-no, has become
rather a semantic one and that what we really should do is look at
where we are in the employment, unemployment, and price areas. It
is clear that we are having very high rates of inflation. I think the
Producer Price Index we released yesterday showed that even outside
of the energy and food area there are widespread increases occurring.
The employment situation shows, in my view, a clear slowdown in
recent months, but there is still some growth going on, I believe, in
the service industries.

Representative WYLIE. Well, the Washington Post this morning
had an article about the fact that food and energy prices increased
slower than usual, and that the inflation rate apparently now is more
broadbased than it has ever been before.

When I first came on this committee we looked at food prices and
fuel prices, and there generally was a relationship between them and
the inflation rate. That's not true any longer; is it?

Mr. LAYNG. I think the nature of the increase in the Producer Price
Index now has become more broadbased. It has spilled over into
areas like chemicals and pharmaceutical preparations, areas which use
energy, and you're getting some secondary effects. You're also getting
some effects of fairly large increases in metals and the secondary
impacts of metals. We have had a series of large increases in metals,
both ferrous and nonferrous, so far this year and those are spilling
over into products which use or contain a large percentage of metals,
such as capital equipment, a lot of machinery, and automobiles. But
it's characteristic of an inflationary period that this is essentially how
it usually unfolds. It was very similar in 1973, 1974, and 1975 when
we started out with food first, then energy, and then we spilled over
into nonfood and nonenergy and that is now happening to us in this
situation.

Representative WYLIE. You're John Layng?
Mr. LAYNG. Yes.
Representative WYLIE. You're the person quoted in the Washington

Post as saying that.
Mr. LAYNG. I never spoke to that fellow.
Representative WYLIE. Pardon me?
Mr. LAYNG. I never did speak to that fellow, so I don't know where

he got that quotation, but I wouldn't essentially disagree with it.
Ms. NORWOOD. That frequently happens to us.
Representative WYLIE. That does frequently happen?
Ms. NORWOOD. Yes, it does. But he was right.
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Representative WYLIE. He is right. He says that you said that "the
food and energy prices increases that, month after month, have hit
American consumers and businesses are slowing, only to be replaced
by more broad-based increases on everything from new cars to machine
tools." Then it says the Labor Department's John Layng had a much
harsher analysis. Did you see this article?

Mr. LAYNG. It was read to me.
Representative WYLIE. "The new report shows inflation is now much

more broad-based throughout the economy than in previous months
when energy and food prices were the main problems." What does that
mean for the economy?

Mr. LAYNG. It means a lot more products are increasing at very
sharp rates. If you just look at some of the other intermediate materials
outside of energy and food, you see some very large increases this
month and some very large increases above a year ago, increases that
are far in excess of 15 percent, and they focus primarily in metals and
in the secondary products depending on energy, such as chemicals
and pharmaceuticals. If you look at the Producer Price Index release
you will see a number of categories which run in excess of 20 percent
above a year ago and it's spread over a number of sectors.

Another way to characterize that might be if you look at the non-
food and nonenergy products of either finished goods or intermediate
materials or crude materials, there has been an acceleration outside
of food and energy in recent months of fairly sizable magnitude.

Ms. NORWOOD. I think we are both quoted as saying that in the
Wall Street Journal today.

Representative WYLIE. It is something we should be concerned
about?

Ms. NORWOOD. Yes, absolutely.
Representative WYLIE. Do you have any suggestions as to what we

should do about this? That's an invitation. That's not trying to put
you on the spot.

Ms. NORWOOD. No, I think you are well aware certainly of steps
that have been taken and I certainly will not comment on them. We
try to measure what the effects of some of these things are as they occur
in the economy.

Representative WYLIE. You're a statistician, not a politician?
Ms. NORWOOD. We are statisticians and economists. We are not

politicians and we believe this is an extremely important point, sir,
because there's been, as you know, a lot of discussion about confidence
in statistics. There was an article in this morning's New York Times
about the money supply problem. It is extremely important that the
people of this country understand the objective nature of the manner
in which the data of this country are put together and we all try in
all of the statisitical agencies to do the best possible job that we
can and to be as open as we can about what we do, even when mistakes
are found.

Representative WYLIE. I received a letter this week from Mr. Bill
Papier. Is that a familiar name to you?

Ms. NORWOOD. Yes.
Representative WYLIE. He's in the Bureau of Labor Statistics in

Ohio, and he says we count the unemployment rate all wrong. It's
based on heads of households in other countries, and therefore West
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Germany and Japan and some of the other nations have a far lower
unemployment rate than the United States, whereas they might
have just as high an unemployment rate if they used our approach.
Would you care to comment on that?

Ms. NORWOOD. I certainly would.
Representative WYLIE. All right.
Ms. NORWOOD. First, let me say that we have had a report issued

on Labor Day from the Levitan Commission which has reviewed the
whole question of the definition of employment and unemployment.
Secretary Marshall under the law will be reporting to the Congress
within 6 months on that. So these issues are being looked at.

We have in this country now a very large proportion, something like
60 percent, of the husband and wife households in this country which
have more than one earner during the course of the year, and I think
for us to look merely at the so-called head of household, whoever that
may be, whether husband or wife, is just a mistake.

Now we do some work in the Bureau of Labor Statistics to try to
look at how we compare to other countries. What we do in roughly
eight countries is we try to take the data which they have and change
them to the extent that it is possible to our concept. It's just a statisti-
cal manipulation that is made. And it shows different patterns. It
shows the United States with a rate lower than in Canada, for example,
but considerably higher than in Japan, and we can submit that for
the record should you be interested. But I would like to say that I
think Mr. Papier is wrong about using only heads of household in the
count.

Representative WYLIE. You think he's wrong in his analysis? One
of the bases of his determination that your figures are wrong is that
we shouldn't count part-time students who aie unemployed when they
leave and go back to school, for example. I want to apologize for a
personal reference here, but our son is a college student who worked
in a store and was only working part time. When he left to go back to
school, his name was submitted to somebody. He got an application for
unemployment compensation which he didn't fill out, but any way he
was carried as a statistic as being unemployed.

Ms. NORWOOD. That is an issue certainly. By the way, when I said
he was wrong, I meant about looking only at heads of households.
There are many issues that can be raised and the Bureau of Labor
Statistics for that reason publishes a great deal of data. We in fact
emphasize to people that we think it is extremely important not to
look at a single number but to look in all areas at some of the com-
ponents of those numbers.

Representative WYLIE. Well, apparently everyone who ever had a
job and now doesn't have a job is counted as unemployed. Is that cor-
rect or not?

Ms. NORWOOD. In the survey the respondent is asked whether he
is employed and, if not, whether he is looking for work and available
for work. Those are two requirements. Hence, a student who returns
to school and is not looking for a job is not considered unemployed.
Now it is true that part-time and full-time work are counted and that
people who are seeking part-time work are counted among the un-
employed. That was one of the issues that was looked at by the Levitan
Commission. I would call your attention to table A-7 of the Bureau
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of Statistics release which has seven unemployment rate definitions.
One of them makes an adjustment for part-time work.

Representative WYLIE. My time has expired, but may I send you
Mr. Papier's letter and ask you to comment on it for me? I was really
interested in this. It's not just an academic process for me.

Ms. NORWOOD. Yes. I'd just like to point out to you, Congressman
Wylie, that all of these issues are issues which were considered by the
National Commission on Employment and Unemployment. We are
in the process now of reviewing their recommendations. I'm chairing
a committee within the Department of Labor, since the Secretary is
required under the law to ascertain the views of other agencies and
then to make a report to the Congress. We are now in the process of
getting the views of all interested people and we will be responding.

Representative WYLIE. I will give you the views of another inter-
ested person. Thank you.

Ms. NORWOOD. Fine.
Senator BENTSEN. Thank you, Congressman.
Commissioner, apparently we are about to be requested for $1% billion

in the way of a bailout to Chrysler, with a total of $3 billion to be
raised, and that will be the largest sum that the Federal Government
has ever been called on to come up with to help a private concern as
I can recall. I noticed that DRI did a study and I want to carefully
say that study was done for Chrysler, as I understand it. I want you
to know where these numbers come from. But they say the short-term
impact would be 500,000 to 600,000 people being put out of work if
Chrysler would go bankrupt.
What kind of effect-I'm not asking you to comment on the merits

of that kind of a bailout-would that have on the economy and on
the unemployment numbers? What kind of a relationship would you
anticipate in that kind of situation?

Ms. NORWOOD. I think that's an extremely difficult question to
answer. As I understand it from the newspapers, there are roughly
110,000 to 120,000 people employed directly by the Chrysler Corp.
DRI and Chase Econometrics both made some estimates. Their es-
timates ranged from 100,000 to 300,000 for the long-range effect, but
but you know the issues that are involved-

Senator BENTSEN. I was given a number of 500,000 to 600,000;
long term, 200,000 to 300,000.

Ms. NORWOOD. I was talking about the longer term.
Senator BENTSEN. All right.
Ms. NORWOOD. Part of all of that depends upon the assumptions

they made and I'm not at all familiar with their assumptions and I
know of no way really to do that in an effective manner.

Senator BENTSEN. Well, Commissioner, I understand that. I'm try-
ing to get to this point because it's going to be a very difficult decision
for this Congress deciding whether it wants to do something like that,
but if you accepted their numbers, if you assumed that their assump-
tions were correct-I'm not asking you to evaluate what their assump-
tions are-if you assumed their numbers are correct, what would the
effect be on the rest of the numbers in our economy?

Ms. NORWOOD. As I remember the studies, the estimates include
the direct effect in the auto sector and the indirect effect on all supply-
ing industries, as well as the indirect effect on consumption due to
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loss of wages and salaries. We have a labor force of 100 million, so
100,000 would be about 0.1 of a percentage point increase in the un-
employment rate, if you were to look at it that way. But I would like
to emphasize that I don't know anything about those numbers and
I'm not sure

Senator BENTSEN. I qualified that very carefully for you.
Ms. NORWOOD. And I wouldn't want to make that kind of estimate,

but if there were-100,000 more people unemployed would add one-
tenth of a point to the unemployment rate. That's just a mathematical
calculation.

Senator BENTSEN. But you really haven't answered the question.
If you would accept the numbers they gave of 500,000 to 600,000
short term in the DRI study, and the 200,000 to 300,000 long term,
what further effect is there on the economy?

Ms. NORWOOD. Well, I think 500,000 would be five-tenths, but I
don't think that-

Senator BENTSEN. Would you stop there? Is that it, or what other
effect do you see on the rest of your numbers?

Ms. NORWOOD. Well, that's the whole problem really. I think that's
the problem with their numbers because it is difficult to estimate the
total effect. Would somebody take up this slack? Would there be some
unemployment that would be created and more employment created
in some of the other companies? Would there be more imports and
therefore would there be more employment in the importing sector?
These are all issues that get involved in the determination of the
numbers. So, all I can give you is a straight mathematical calculation
which is not terribly useful. One can always be concerned about the
assumptions used in deriving these estimates.

Senator BENTSEN. Well, I think you have helped point out the prob-
lem in trying to say what the overall impact really would be and how
it finally correlates to the rest of the economy, what the reflex actions
are, where the jobs are that would be filled by someone else, which
parts and segments would be picked up, and which lines would con-
tinue to run under somebody else. Those are the problems in trying
to evaluate this concern.

Let me ask you this one final question. Do you find that your
numbers normally are more challenged as we get into elections, par-
ticularly when they are not good numbers?

Ms. NORWOOD. Our numbers are always challenged. I think that
what I could say is that in a period of high inflation, in a period of
high unemployment, or in a period when people are worried about the
economy, as well as in a period of election, there is a great deal of
attention paid to the numbers that BLS puts out.

Senator BENTSEN. You're a great diplomat, Commissioner. Thank
you very much.

Representative WYLIE. I would just like to ask one more question on
the Chrysler matter. I have been listening to some testimony on the
Chrysler situation, and I have come to the conclusion that I will
favor some sort of a loan guarantee because I think that's probably the
least of the evils. But when you use these figures that Senator Bentsen
referred to, you're talking in terms of a bankruptcy where all the
people would be out of work, and there would be a considerable amount
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of ripple effect which I don't think you could really tell how serious it
might be.

For instance, Buckeye Steel Castings, which is in my district, is a
supplier for Chrysler. They called and said that if Chrysler goes bank-
rupt, we have a little problem down here in Ohio. We don't make
Chrysler cars, but wve supply products that go into the Chrysler cars.

1 talked to the head of a company a week and a half ago, and he said
they are definitely interested in buying some parts of Chrysler, so that
would have an effect on whether there would be unemployment or
not. There are a lot of intangibles here, it seems to me, but I
just wanted to say that because we have been holding hearings on
Chrysler in the House Banking Committee, and I think, as I say, the
bottom line for me probably is the loan guarantee arrangement.

Do you have any suggestions on what your opinion might be as to
what you might do?

Ms. NORWOOD. No, sir.
Representative WYLIE. That's another political question.
Thank you, Mr. Chairman.
Senator BENTSEN. Thank you very much. The committee stands

adjourned.
[Whereupon, at 11:55 a.m., the committee adjourned, subject to

the call of the Chair.]
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FRIDAY, DECEMBER 7, 1979

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

Washington, D.C.
The committee met, pursuant to notice, at 10:05 a.m., in room

5110, Dirksen Senate Office Building, Hon. Lloyd Bentsen (chairman
of the committee) presiding.

Present: Senators Bentsen and Proxmire.
Also present: John M. Albertine, executive director; M. Catherine

Miller, professional staff member; Betty Maddox, administrative
assistant; Katie MacArthur, press assistant; and Carol A. Corcoran,
minority professional staff member.

OPENING STATEMENT OF SENATOR BENTSEN, CHAIRMAN

Senator BENTSEN. This hearing will come to order.
For 4 months now, we have seen our Nation's unemployment

rate flopping up and down as if it were a "yo-yo" on a short string,
bouncing back and forth from 5.8 to 6 percent. In November, the
rate went down to 5.8 percent. Total employment for the month
rose 350,000 over October.

Now, it's ironic and it's a little puzzling that with this reporting
on unemployment-"baffling" might be a better word-we keep
getting signals from various economic measurers that the Nation is
either on the verge of a recession or it's in the middle of one.

Day after day we read in the newspapers of cutbacks and layoffs.
Just the other day, 13,000 workers have lost their jobs at United
States Steel. General Motors, Ford, Chrysler-there have been
100,000 people laid off indefinitely, and yet 40,000 more on short-
term layoffs, but in the Nation as a whole the unemployment rate
went down last month.

Amid all of that continuing uncertainty about the jobless rate,
however, there remains one economic factor that isn't at all ambiguous.
Inflation, after rising for months at a double-digit rate, is still going
through the roof, is still the top economic problem this Nation faces
today. The Producer Price Index for finished goods, in November,
was up 1.3 percent. We learned that yesterday. That's a 16.8 percent
annual rate, and we don't see any change. We don't see any relief
in sight.

Commissioner Norwood, we're here today confused by either the
meaning or lack of meaning in the November employment figures. We
hope you'll be able to provide us with an explanation that will make
everything perfectly clear.

Senator Proxmire.
(349)
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OPENING STATEMENT OF SENATOR PROXMIIRE

Senator PROXMIRE. I just have a brief statement, Mr. Chairman.
The unemployment figures for November once again should give

the economists and the policymakers a warning that policy should be
made on the basis of facts and not on the basis of predictions.

Our failure to do so has cost us heavily. If we had acted on the facts
instead of on predictions, there would have been a balanced budget
this fiscal year. I opposed a balanced budget last April when the first
budget resolution was up. It was overwhelmingly defeated in the
Senate.

But on the basis of what's happened since then and what the
chairman has just talked about, with respect to inflation, it seems
very clear that that would have been the right policy. Instead, on the
basis of predictions, and prognostications and forecasts, we have a
$30 billion deficit at a time of roaring inflation, the worst in our
peacetime history, and steady or declining unemployment.

Statements made month by month by month over the past year that
we are in a recession, or will be next month, could cost us dearly.
They've prevented us from coming to grips with our No. 1 problem-
rampaging inflation, on the specious grounds that we dare not act in
the face of an oncoming recession.

If and when a recession is here, as shown by figures and not by
computer estimates, we can and should act. Until then, inflation is our
No. 1 problem, a problem of very great size which we have failed to
come to grips with because of the present confused state of economics
and economists, the status of which merits Carlyle's description of
economics as "the dismal science."

Thank you, Mr. Chairman.
Senator BENTSEN. Commissioner, if you would proceed with your

testimony, and we're pleased to have you back in this country.

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

Ms. NORWOOD. Thank you, Senator Bentsen and Senator Proxmire.
Total employment as measured by the household survey rose by

350,000 in November, following a modest decline in October. The
unemployment rate was 5.8 percent in November, as compared with 6
percent in October. The rate has been at or close to the 5.8-percent
level for the past 16 months.

The number of employees on. nonfarm payrolls, as reported by
business establishments, rose by 220,000 over the month; since March
of this year, payroll employment has advanced by 1.1 million, an
average gain of about 140,000 a month. This comparatively slow
growth is less than half of the brisk monthly gains from March 1978 to
March 1979.

Wo
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A slowdown in employment growth is also evidenced in employment
figures from the household survey. Total employment grew by 3.6
million from March 1978 to March 1979, but gains since that time have
been limited to about 800,000. Both the employment-population ratio
and the civilian labor force participation rate climbed to alltime peaks
in February 1979-59.4 and 63.9, respectively-but have not moved
any higher since that time. Both measures continue to reflect long time
increases in employment among adult women and declines among
adult men.

The unemployment rate edged down to 5.8 percent in November;
over the past 16 months the rate has averaged 5.8 percent, and has
shown no persistent upward or downward trend. In addition, un-
employment rates for most worker groups have shown no dramatic
change in recent months.

The jobless rate for adult men was the same in November as in
October, but was a little higher than in most of 1979. The rate for
adult women continued to fluctuate, showing a slight decline in
November. The teenage rate remained well within the range of the
series during the past 16 months.

Unemployment among black workers, which had shown a temporary
rise in Qctober, returned to about its September level. The Novem-
ber jobless rate bor black workers was 10.8 percent, about twice the
rate for white workers. Of the 1 million black teenagers in the labor
force, one-third were seeking but were unable to find work.

The job growth in nonfarm industries continued to occur largely in
the service-producing industries. In the goods-producing sector, a
small gain was reported in construction, as building contractors sought
to complete many projects that were already underway. Manu-
facturing employment was unchanged; many of the layoffs announced
in the steel and auto industry were scheduled to take place after the
establishment survey reporting period-the payroll period including
the 12th day.

Nevertheless, employment in transportation equipment, which in-
cludes autos, was down by 30,000 over the month, and 100,000 from
the levels of February and March 1979.

The factory workweek moved down two-tenths of 1 hour in
November, as hours were reduced sharply in primary metals and
transportation equipment. The factory workweek was 0.6 of 1 hour
below early 1979 levels.

PRICES

The Producer Price Index that we released yesterday can be de-
scribed as containing some bad news and some good news.

The bad news was that food prices at the producer level jumped 2.6
percent in November, as meat prices rose sharply. As a result, the
Producer Price Index for all finished goods rose 1.3 percent, up some-
what from October's 1-percent rise.

The good news was that the increase in prices of finished goods
other than food was the smallest so far this year. The increase of 0.8
percent was substantially less than the 1.4-percent increase reported
in October as prices of gasoline, heating oil, and capital equipment
slowed.



The November increase of 0.9 percent in the prices of intermediate
or semifinished materials was also considerably less than the 1.8-
percent rise reported in October. Price increases were smaller for a
broad range of materials used in manufacturing and construction, as
well as for energy goods. Crude material prices, on the other hand,
continued to increase in November; crude foodstuffs and feedstuffs
increased, primarily as a result of a rise in poultry, hog, and cattle
prices.

Prices of crude materials other than food continued to rise rapidly
in November. Ferrous and nonferrous scrap prices continued to rise,
as well as several other basic materials. Crude energy materials moved
up 1.7 percent following a 2.5-percent rise in October as domestic
crude petroleum prices registered their smallest increase since last May.

In summary, although employment has continued to grow in recent
months, the increase has been much slower than in 1978 or early 1979.

Unemployment has been essentially unchanged for the past 16
months. This fall, however, there were sizable cutbacks in automobile
employment and in November there were reductions in hours both in
transportation equipment and primary metals.

The Producer Price Index this month reflected large increases in
food prices, especially for pork and chicken, at both the crude and
finished stages of processing. These increases do not appear to be
related to supply shortages, and may, therefore, not continue upward.

The considerable moderation in inflation rates in the nonfood areas,
at intermediate and finished stages of processing, is indeed an en-
couraging sign.

REVISION IN SEASONAL ADJUSTMENT PROCEDURES FOR 1980

I'd like to inform you this mornn of two changes we plan to make
in the seasonal adjustment methods to the labor force data. Both
changes have been reviewed with the Interagency Subcommittee on
Economic Statistics, chaired by Lyle Gramley, and are consistent
with the recommendations of the National Commission on Employ-
ment and Unemployment Statistics.

As you know, seasonal adjustment factors are usually revised at
the end of each year. The changes will affect next month's release of
December 1979 data, the annual revision of recent historical seasonally
adjusted data, and the monthly data in 1980 and subsequent years.

First, we will introduce X-1 1 ARIMA models in place of the current
practice of using X-11 alone; X-11 ARIMA is an extension of X-11
which is currently used in Canada, and we've been studying it for

35M
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some time. Our tests have shown that use of X-1 1 ARIMA, which
essentially places more adjustment emphasis on recent data, provides
better seasonal adjustment results.

Second, also beginning next month, BLS will calculate-and we will
publish in advance in accordance with our standard practice-seasonal
adjustment factors, but for the first 6 months of the calendar year,
rather than for all 12 months.

In July we will publish, for use during the second half of the year,
again in advance, a new set of seasonal factors based on data which
include the experience through June, and official historical revisions
will continue to be made at the end of -each calendar year.

I believe that the new approach will provide important improve-
ments; in particular, use of the 6-month updating cycle will improve
the accuracy of the seasonally adjusted unemployment rates published
for the second half of the year.

I would also like to submit, Mr. Chairman, for the record a set of
answers to questions that you wrote to me about on the underground
economy. We're prepared to answer those orally, if you like but I will
submit written answers for the record.

[The table attached to Ms. Norwood's statement, together with
the Employment Situation press release and the response to written
questions on the underground economy, follows:1

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTED METHODS

Standard X-1l method X-11 ARIMA method
Unad- Range
justed Con- Extrapo- Con- (cols.

Month and year rate Official current Stable Total Residual lated current 2-8)

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

1978

November 5.5 5.8 5.8 5.8 5.7 5.8 5.8 5.8 0.1
December 5.6 5.9 5.9 6.0 5.8 6.0 5.9 5.9 .2

1979

January -6.4 5.8 5.8 5.8 5.7 5.5 5.8 5.8 .3
February -6.4 5. 7 5. 7 5. 7 5.7 5.5 5.7 5.8 .3
March -6.1 5.7 5.7 5.8 5.7 5.6 5.7 5.7 .2
April- 5. 5 5.8 5.8 5.7 5.7 5.8 5.8 5.8 .1
May -5.2 5.8 5.8 5.8 5.8 5.9 5.8 5.7 .2
June -6.0 5.6 5.7 5.5 5.7 5.6 5.6 5.7 .2
July -5.8 5.7 5.7 5.6 5.8 5.7 5.7 5.7 .2
August----------- 5.9 6.0 5.9 5.9 6.0 6.1 6.0 5.9 .2
September - 5.6 5.8 5.8 5.8 5.8 5.9 5.8 5.8 . I
October -5. 6 6.0 5.9 6. 0 6.0 6.1 6.0 6.0 .2
November -5.6 5.8 5.8 5.9 5.8 5.8 5.8 5.8 .8

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

NOTES TO TABLE COLUMN NUMBERS

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

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

The current "implicit" factors for the overall unemployment rate, derived by dividing the original unemployment rate
by the seasonally adjusted rate for the months of 1978, are: January, 111.1; February, 112.0; March, 106.7; April, 95.5;
May, 89.5; June, 105.6; July, 102.1; August, 98.5; September, 97.3; October, 93.1; November, 95.7; December, 95.5.

(3) Concurrent (standard X-11 method)-The procedure for computation of the official rate is followed, except that the
data are re-seasonally adjusted by the standard X-l1I method each month as the most recent data become available, i.e.,



the rate for January 1979 is based on adjustment of data for the period, January 1967 to January 1979. The rates for the
current year are shown as first computed, while data for 1978 are as revised to incorporate experience through December
1978.

(4) Stable (stasdard X-11 method)-The stable seasonal optios of the stasdard X-11 method uses final seasosal factors
computed as an unweighted average of all seasonal-irregular ratios for the entire span of the period, January 1967 to
December 1978. Is essence, this procedsre assumes that seasonal patterns are relatively constant from year-to-year. The
enweighted average is updated and serios revised at the end of each year.

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

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

(7) Extrapolated (X-11 ARIMA method)-Data for the 12 component groups of the unemployment rate are estimated
using ARIMA (autoregressive, integrated, moving average) models. The enlarged series is then seasonally adjusted with
the X-11 program, and the rates are computed as in the official procedure. The series are revised at the end of each year.
Factors for the current year are extrapolated in 6-mo intervals, January to June at the beginning of year, July to December

(8)a Concure seasnt lly aduse A eache moprccdure for computation of the X-11 ARIMA rate is fcllowed, except that thedataarere~easnaly adustd ech ont asthe moat recent data become availatle, i.e., the rate for January 1979 is
based on adjustment of data for the period, January 1967 to January 1979. The rates for the current year are shown as
first computed, while data for 1978 are revised to reflect experience through December 1978.

Methods of adjustment-The standard X 11 method was developed by Julius Shiskin at the Bureau of the Census.
The method is described in 'X-11 Variant of the Census Method Ir Seasonal Adjustment Program," by Julius Shiskin,
Alan Young, and John Musgrove, (technical paper No. 15, Bureau of the Census, 1967).

The X-11 ARI MA method was developed at Statistics Canada by Eatela Bee Dagum and is the official method for seassnallyadjusting the Canadian labor force series. A general description of the method is contained in "A Comparison and Assess-
ment of Seasonal Adjustment Methods for Employment and Unemployment Statistics," ty Estela Bee Dagum (background
paper No. 5, U.S. National Commission on Employment and Unemployment Statistics, February 1978).
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THE EMPLOYMENT SITUATION: NOVEMBER 1979

Employment rose in November and unemployment edged down, the Bureau of Labor Statistics of the

U. S. Department of Labor reported today. The Natio's overall unemployment rate wan 5.8

percent, compared with 6.0 percent in October. The jobless rate has fluctuated between 5.6 and

6.0 percent for more than a year.

Total employment-ma measured by the monthly survey of households-rose 350,000 in November to

97.6 million. Total employment has grown by 1.9 million since November 1978, with more than half

of the increase occurring between last November and March.

Nonfarn payroll employment-as measured by the monthly survey of establish.ents--advanced by

220,000 in November to 90.2 million. Over the year, payroll jobs increased by 2.4 million; again,

much of the growth took place in the 4 months prior to April.

Unemployment

The member of unemployed persons edged down by 140,000 in November to 6.0 million. The

overall unemployment rate moved from 6.0 percent in October to 5.8 percent, the saue as the

September rate and within the relatively marrow range in which unemployment has remained since

August 1978. (See table A-l.)

Over-the-month declines in unemployment occurred among adult women and blacks, whose jobless

rates declined to 5.5 and 10.8 percent, respectively, reversing increases of comparable magnitude

in October. The unemployment rate for adult men (4.3 percent) and white workers (5.2 percent), on

the other hand, were unchanged. In other worker categories, jobless rates fell among part-time

and white-collar workers, while the rate for blue-collar workers was about unchanged from the

previosa month. Blue-collar unemplsymest was up markedly over the year, however, in contrast to

movements among most other major worker groups. (See table A-2.)

Total Employment and the Labor Force

Total employment increased by 350,000 in November to 97.6 million. This increase took place

primarily easng adult -ammn and white workers. Employment in white-collar jobs rose by 220,000 in



356

Noveaber, with most of the increase occurring among sales workers. Although movements in

e ployient have tended to be erratic in recent onths, employment has increased by 1.9 million

over the past year. AdMlt women accounted for three-fourths of the year-to-year growth. (See

table A-i.)

The civilian labor force, at 103.7 aillion, edged op by 210,000 in Noveaher. Over-the-month

increases in the labor force occurred entirely among white workers, as the sbaher of blacks in the

labor force declined. Since Nove-ber 1978, the overall labor force has advanced by 2.1 million.

The labor force participation rate was 63.8 percent in Noveaber. Over the year, participation

has increased by 0.2 percentage point, due entirely to increased labor force activity among adult

women. AdMlt male and teenage participation rates wore both down from a year earlier.

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

T Quarterly averages I Monthly data

Selected categories r i I Oct.-
j 1978 I 1979 j 1979 I Nov.
i I Ti i 1 1 I| change! III _ II j III Sept. Oct.INov.-

bOUSEHOLD DATA T
I Thousands of nersons

Civilian labor force . ......... . 1 ,7531102,2951103,2021103,49881o3 4741103.6851 211
Total employ.ant..I...... 1 94.7261 96,4151 97,2081 97,5131 97,2931 97,6461 353
Unaploy.ent . 6,0271 5,8801 5,9941 5,9851 6,1821 6,0391 -143

Not in labor force . 58,4821 58,8861 58,6041 58,5151 58,9011 58,9041 3
Discouraged workers . 8531 8261 7391 N.A.l N.A.l N.A.l N.A.

I I I i I I

i Percent of labor force
Uneuployment rates: 1 1 1 I I 1

All workers ......................... i 6.01 5.71 5.81 5.81 6.01 5.81 -0.2
Adult men .......................... i 4.11 3.91 4.21 4.21 4.31 4.31 0
Adult Waen ......................... I 6.11 5.71 5.61 5.51 5.81 5.51 -.3
Teenagers ........................... 16.11 16.21 16.11 16.41 16.61 15.91 -.7
White .......................... I 5.21 4.91 5.11 5.11 5.21 5.21 0
Black snd other ..................... I1 11.71 11.61 10.81 10.61 11.71 10.81 -.9
Full-time orkters .................... 5.51 5.21 5.41 5.41 5.51 5.41 -.1

ESTABLISHMENT DATA i
I ~~~~~~~~Thousand of Jobs

Nonfarm payroll eployment ............. I -8-6,8661 895.31 89.7159 
8 9

,
8
971

8 9
.

9 6 7
p1

9 0
.l18S5p 

2
1p

Goods-producing industries .......... i 25,7311 26,6301 26,638i 26,593126,559pI26,604pI 
4

5p
Service-producing industries ......... 61,1351 62,7231 63 1211 63.210163,408pi63,581pl 1

7 3
p

I I I i I I

b'oors of work
Average weekly hours: i 1 I I I I I

Total private nonfar ............... I 35.81 35.51 35.61 35.71 35.6pl 35.6pl Op
Manufacturing .................... 1 40.51 39.81 40.21 40.21 40.2pl 40.0pI -0.

2
p

Manufacturing overtime .............. I 3.51 3.21 3.21 3.21 3.2pI 3.2pl Op
I I I I - I I

rprpelimina~ry N.A.mnot availahle
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Industry Payroll Etploy ent

No.farm payroll employment to.. to 90.2 million in November, up 220,000 from the revised

October level. Payroll employment increased 2.4 million over the past year. (See table B-l.)

Most of the November gain occurred in the service-prodociog sector. With the -eceptio. of

g-vec.oent, eaployment growth took place throughout the sector. The services industry recorded

the largest increase. 75,000, whIle trade *ad finance each advanced by about 40,000.

Employment in the good-prodocing sector grew by 45,000, with nearly .11 of the increase

occurring in conotruction. Employment in manufacturing was unchanged, ae sail1 gains in

nondurable goods vere offset by declines in durable goods. Within the durable goods industries,

tranaportation equip ent accounted for sost of the decrease, due primarily to layoffs in

automobile and truck production.

Hours

The average vorkveek of production or nomsupervisory workers on private nonagricultural

payrolls vas 35.6 in November, unchanged from October. Manufacturing hours fell by 0.2 to 40.0

hours and were 0.6 hour below the first quarter level. Sharp over-the-sonth declines occurred in

both the primary metals and transportation equipment workseka. Factory overtime remained at 3.2

hours for the third straight ooth. (See table B-2.)

The indes of aggregate weekly hours rome 0.4 percent in November to 126.3 (1967-100), as a

result of the over-the-onth rise in employment. The index was up 2.1 percent over the year.

(See table b-S.)

Hourly and Weekly Earning.

Average hourly earnings of production or u.nsupervisory workers on private oonagricultural

payrolls rose 0. percent in November ad were 7.7 percent above November 1978 (seasonally

adjusted). Average weekly earnings rose 1.0 percent in November and were up 7.1 percent over

the year.

Before adjustment for seasonality, average hourly earnings rose 2 ceoto in November to 96.34,

46 cents above November 1978; average weakly earnings were $225.07 in November, down 55 cents from

October but up 914.57 over the yesar. (S.. table B-3.)
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The Sourly Earnings India

The Bourly Eatnlong Indace rnoiga edjsted for .o.rtiee In anofactoring, seesonelity, and

the effects of chaoges in the proportion of workers in high-wage and lowage indostri.e--ws

236.9 (1967-100) In Noveber, 0.8 percent higher than in October. The Ind.. we 8.1 percent above

Noveaber a year ago. In dollars of constant purchasing power, the Index decreased 4.1 percent

during the 12-eontb period ended in October. (See table 8-4.)
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Explanatory Note

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

Statistics on nonagricultural payroll employment,
hours, and earnings (B tables) are collected by the
Bureau of Labor Statistics, in cooperation with State
agencies, from payroll records of a sample of approxi-
mately 162,000 establishments. Unless otherwise indi-
cated, data for both statistical series relate to the week
containing the 12th day of the specified month.

Comparability of household atnd payroll
enplomoynnt stesistita

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

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

Unemploynment

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

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

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

Seasonal adjusnnent

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

All seasonally-adjusted civilian labor force and
unemployment rate statistics, as well as the major
employment and unemployment estimates, are com-
puted by aggregating independently adjusted series.
The official unemployment rate for all civilian workers
is derived by dividing the estimate for total unem-
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ploy.nit (the sum of four seasonatly-adjusted age-sexeomponents) by the civilian labor force (the sum of 12
.seouonlly-adjusted age-sen comnponeots).

or establisthment data, the sensooally-adjusted
series for ail employees, production workers, average
weekly hours, and average hourly earnings are adjusted
by aggregating the seasonally-adjusted data from the
respective component series. These data are also
revised vrnually, often in conjunction with benchmark
Iromprehensive counts of employment) adjustments.
(The most recent revision of seasonally-adjusted data
wa' bused on data ibnubgh Jane 1979.1
Sampling variability

Both the household and establishment survey
statistics are subject to sampling error, which should be
tlken into account in evaluating the levels of a series as
well as changes over time. Because the household
survey is based upon a probability sample, the results
may differ from the figures that would be obtained if it
were possible to take a complete census using the same
,ilestionnaires and procedures. The standard error is the
measure of sampling variability, that is, of the variation
that occurs by chance because a sample rather than the
entire population is surveyed. The chances are about 68
out of t00 that an estimate from the survey differs
from a figure that would be obtained through a
complete census by less than the standard error. Tables
A through I in the "Explanatory Notes" of EmtIonmeat
und larning provide approximations of the stanard

rr o unemployment and other labor force
categories. To obtain a 90-percent level of confidence,
the confidence interval generally used by BLS, the
errors should be multiplied by 1.6. The following
examples provide an indication of the magnitude of
sampling error: For a monthly change in total em-

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

Although the relatively large size of the monthly
establishment survey assures a high degree of accuracy,
the estimates derived from it also may differ from the
figures obtained if a complete census using the same
schedules and procedures were possible. Howcver, since
the estimating procedures utilize the previous month's
level as the base in computing the current month's level
of employment (link-relative technique). sampling and
response errors may accumulate over several months.
To remove this accumulated error, the employmentestimates are adjusted to new bcnchmark-
(comprehensive counts of employment), usually on an
annual basis. In addition to taking account of samping
and response errors, the benchmark revision adjusts the
estimates for changes in the industrial classification of
individual establishments. Employment estimates are
currently projected from March 1978 level,

One measure of the reltability of the employment
estimates for individual industries is the root-mean-
square error (RMSE). The RMSE is the standard devia-
tion adjusted for the bias in estimates. If the bias is
small, the chances are about 68 out of t00 that an
estimate from the sample would differ from its bench-
mark by less than the RMSE. For total nonugricultural
employment, the RMSE is on the order of plus or minus
83,000. Measures of reliability (approximations of the
RMSE) for establishment-survey data and actual
amounts of revision due to benchmark adjustments are
provided in tables K through P in the "Explanatory
Notes" of Employment and Earnings.
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Chart 1. Civilian labor force.and employment
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RESPONSE OF HON. JANET L. NORWOOD TO WRITTEN QUESTIONS POSED BY
SENATOR BENTSEN ON THE MEASUREMENT OF THE UNDERGROUND ECONOMY

Question 1. Does the BLS consider Professor Guttman's methodology statis-
tically sound in arriving at his estimates for unemployment and the labor force?

Answer. Professor Guttman's unemployment and labor force estimates ad-
justed to take account of the "subterranean economy" presented in his testimony
were based on his methodology described in "Are the Unemployed, Unemployed?,"
Financial Analysts Journal, September/October 1978. The methodology used by
Professor Guttman is described briefly below. He first estimates the total number
of persons who draw their income exclusively from the subterranean sector of
the economy, subdivided into two components-permanent and temporary par-
ticipants. The estimate of permanent participants is based on the unsubstantiated
assumption that the 2 percentage point drop that occurred in the labor force par-
ticipation rate among 35 to 44-year-old males between 1961 and 1977 was a result
of all persons moving from the regular economy into the subterranean economy.
The Bureau of Labor Statistics (BLS) has no way to assess the validity of this
assumption. Changes in labor force participation are the result of many factors.
Moreover, the 2 percentage point drop is applied to the total labor force.

His estimate of the temporary participants is even more precarious, as it is the
average monthly seasonal adjustment component of the unemployment figures
in 1977, regardless of sign. That is, each month the unemployment level is ad-
justed upward or downward to take out the usual, recurring movements in time
series that are related to seasonal factors such as opening and closing of schools,
weather patterns, industry production schedules, and the like. Professor Guttman
uses the average adjustment figure as a measure of persons temporarily employed
in the subterranean economy. It should be noted that seasonal adjustment only
affects changes within the year and nets out over the entire year. The fact that
unemployment varies month to month for reasons other than the general state
of the economy has no relationship whatsoever to the number of unemployed
workers who might have unreported sources of income.

Based on his estimate of the total number working in the subterranean economy,
he assumes a certain percentage are presently tabulated as unemployed and a
certain percentage are not presently tabulated as labor force members. In the
case of the unemployed, he arbitrarily selects 15 percent as a "conservative
estimate" of the total number in the subterranean economy that are probably
counted as unemployed. His method for calculating the number of persons de-
riving all of their income from the subterranean economy and excluded from
present counts of the labor force is unclear, and the BLS has no information
which would permit us to validate the estimates.

In sum, Guttman's estimates for unemployment and the labor force, adjusted
for the subterranean economy, are based on a series of arbitrary and unsupported
assumptions.

Question 2. Does the BLS have any reason to believe-through tests or outside
agency checks-that a substantial number of persons are counting themselves
as unemployed when, in fact, they are engaging in some form of economic activity?

Answer. Generally, we have no reason to believe it, but, on the other hand,
we also cannot disprove it. The Current Population Survey (CPS) is voluntary,
with responses held as confidential. Persons do not specifically classify them-
selves as unemployed, nor do they usually know their ultimate labor force classi-
fication. Jobless status is determined through a series of questions in which the
word "unemployment" is never actually mentioned. We also do not make any
explicit distinction between legal and illegal work activities. We record and report
whatever the respondent tells us. In general, we believe that the estimates of
employment and unemployment from the CPS are considerably more accurate
than are the data on income.

Question S. Would the BLS support the statement in Professor Guttman's
testimony that "the extent of poverty in the U.S. is less than that indicated by
official statistics, since these do not take into account the subterranean income of
low income households"?

Answer. The official definition of poverty was developed some years ago by
an interagency committee based on pioneering work in this field by Molly
Orshansky. The poverty level is updated each year to reflect price changes and is
officially issued by the Office of Management and Budget. The number of families



in poverty is determined by income data reported in the Current Population
Survey (CPS).

As you know, the CPS is not designed primarily to develop income data and
both the BLS and Census Bureau agree that there is some underreporting of
income on a survey of this kind. To the extent that low income households receive
income from the subterranean economy and do not report it, their income is
understated and this would affect the number of households in poverty, as pres-
ently defined. We have no information, however, which permits us to quantify
the extent to which income from subterranean sources is underreported. Nor do
we have information which would identify the pattern of income distribution of
the income from the subterranean economy.

Question 4. Would the BLS agree with Professor Guttman's statement that
"productivity is greater than official statistics indicate, since these official govern-
ment statistics do not include subterranean income. . . . Business sectors which
handle a great deal of currency, such as retailing and services, are important
examples"?

Answer. To the extent to which there is a substantial subterranean economy
which is not included in the official government statistics, as Professor Guttman
alleges, productivity could be either higher or lower than officially reported. The
impact of the nonreporting of the subterranean economy on productivity measures
would depend on several factors; in particular, on whether the nonreporting
affected both the output and the input data for the measures as well as the efficiency
of the offbook work and its relative importance in the economy.

However, it is important to note that the official government statistics on
productivity are indexes of change. The question on the effect of the exclusion of
the subterranean economy depends not only on whether average productivity
levels of the measured and the subterranean sectors are different but whether
their productivity growth rates are different. It is also dependent on whether or not
the relative importance of the two sectors is changing. We know of no way to
develop the data required to prove or to disprove Professor Guttman's hypothesis.

Question 5. Mr. Fogel and Professor Guttman both comment on the relatively
high number of persons in the low-income categories and certain socio-economic
classifications who were nonfilers of income tax returns. These persons apparently
also exhibited high unemployment rates. Can BLS provide unemployment rates on
an income stratified basis and for those occupational categories mentioned in the
statements?

Answer. (See attachments-table A-23 and table 51.) Indeed, joblessness
among some of the occupational categories specified by Fogel and Guttman are
relatively high-particularly nonfarm laborers and service workers-but this is not
the case for farmers and farm laborers. The inverse relationship between income
and unemployment is well established. For example, computation of the unem-
ployment rates for persons with annual incomes of less than $5,000 and those with
incomes of $5,000 or more from the data in table 51 yields jobless rates of 14.1 per-
cent and 4 percent, respectively.

Question 6. Mr. Henry argues a different point of view than Professor Guttman
concerning the measurement of unemployment. Would BLS comment on Mr.
Henry's theories regarding the impact of the underground economy on
unemployment?

Answer. We would tend to agree with Mr. Henry that Professor Guttman has
placed too much emphasis on the subterranean economy as a possible reason for
a now higher average unemployment rate. Mr. Henry points out several incon-
sistencies in Professor Guttman's arguments, some of which are the same as
those that we outlined in our answer to your first question. Jr. Henry provides
a number of more plausible explanations for higher average unemployment than
the growth of the subterranean economy, such as the changing composition of the
labor force-an explanation that has received wide play in the current literature.
Also, Mr. Henry points out that, besides arguing that some persons may be in-
correctly classified as unemployed, one can also argue that some persons not
presently counted as unemployed should be so counted. This is an age-old argu-
ment. This diverse body of opinion about the meaning and measurement of un-
employment was the primary reason that the BLS initiated publication of the
unemployment indicators symbolized by U-1 through U-7, which range from a
very narrow to a very broad view.



TABLE A-23.-UNEMPLOYMENT RATES OF PERSONS 16 YRS. AND OVER AND PERCENT DISTRIBUTION OF THE UNEMPLOYED, BY OCCUPATION GROUP: ANNUAL AVERAGES, 1959-78

Experienced workers

White-collar workers

Man-
Profes- agers
sional and Cler-

Total and ad- Sales ical
unem- tech- minis- work- work-

Year ployed Total nical trators ers ers

Blue-collar workers Service workers Per-
sons

Craft Operatives Pri- Farm- with
and note ers no pre-
kin- Trans- Non- house- Other and vious
dred Except port farm hold service farm work

work- trans- equip- labor- work- work- labor- experi-
Total ers Total port ment ers Total ers ers ers ence I

... ,.. ._ . . . .

Unemployment rate

1959 5.5 2.6 1.7 1.3 3.8 3.7 7.6 5.3 7.6 () (2) 12.6 6.1 5.2 6.4 2.6
1960 5.5 2.7 1.7 1.4 3.8 3.8 7.8 5.3 8.0 (2) (2) 12.6 5.8 5.3 6.0 2.7
1961 6.7 3.3 2.0 1.8 4.9 4.6 9.2 6.3 9.6 (2) (2) 14.7 7.2 6.4 7.4 2.8
1962 5.5 2.8 1.7 1.5 4.3 4.0 7.4 5.1 7.5 (2) (2) 12.5 6.2 5.5 6.5 2.3 .
1963 5.7 2.9 1.8 1.5 4.3 4.0 7.3 4.8 7.5 (2) (2) 12.4 6.1 5.8 6.3 3.0
1964 5.2 2.6 1.7 1.4 3.5 3.7 6.3 4.1 6.6 (2) (2) 10.8 6.0 5.4 6.1 3.1 .
1965 4.5 2.3 1.5 1.1 3.4 3.3 5.3 3.6 5. 5 (2) (2) 8.6 5.3 4.7 5.5 2.6
1966 3.8 2.0 1.3 1.0 2.8 2.9 4.2 2.8 4.4 (2) (2) 7.4 4.6 4.1 4.8 2.2
1967 3.8 2.2 1.3 .9 3.2 3.1 4.4 2.5 5.0 (2) (2) 7.6 4.5 4.1 4.6 2.3 .
1968 3.6 2.0 1.2 1.0 2.8 3.0 4.1 2.4 4. 5 (2) (2) 7. 2 4.4 3.9 4.6 2.1
1969 3.5 2.1 1.3 .9 2.9 3.0 3.9 2.2 4.4 (2) (2) 6. 7 4.2 3.6 4.3 1.9
1970 4.9 2.8 2.0 1.3 3.9 4.0 6.2 3.8 7.1 (2) (2) 9.5 5.3 4.2 5.5 2.6
1971 5.9 3.5 2.9 1.6 4.3 4.8 7.4 4.7 8.3 (2) (2) 10.8 6.3 4.5 6.6 2.6
1972 5.6 3.4 2.4 1.8 4.3 4.7 6.5 4.3 0.9 7.6 4.7 10.3 6.3 4.0 6.6 2.6 .
1973 4.9 2.9 2.2 1.4 3.7 4.2 5.3 3.7 5.7 6.1 4.1 8.4 5.7 4.4 5.9 2.5-
1974 5.6 3.3 2.3 1.8 4.2 4.6 6.7 4.4 7.5 8.2 5.1 10.1 6.3 4.4 6.5 2.5-
1975 8.5 4.7 3.2 3.0 5.8 6.6 11.7 8.3 13.2 14.7 8.5 15.6 8.6 5.4 8.9 3.5-
1976 7.7 4.6 3.2 3.1 5.4 6.4 9.4 6.9 10.1 10.8 7.7 13.7 8.7 5.7 9.1 4.5-
1977 7.0 4.3 3.0 2.8 5.3 5.9 8.1 5.6 8.8 9.5 6.6 12.0 8.2 5.0 8.5 4.6
1978 6.0 3.5 2.6 2.1 4.1 4.9 6.9 4.6 7.4 8.1 5.2 10.7 7.4 5.1 7.6 3.8



Percent distribution
5

1959- 100.0 19. 3.3 2. 4 4.5 9.5 52.6 12. 7 26. 0 (2) (() 14.0 13. 4 2.9 10.5 3. 8 10.4
1960----- 100.0 20.2 3.4 2.5 4.3 10. 0 52.8 12. 3 27. 1 (2) (2) 13. 3 12. 9 2.9 10. 0 3. 7 10. 3
1961----- 100.0 21. 0 3.4 2. 8 4. 6 10. 1 51. 1 12. 4 26. 5 (2 (2) 12. 3 13. 6 3.0 10. 6 3. 1 11.
1962 - 100.0 21.7 3.6 2.8 4.7 10.6 49.2 11.8 24.9 (2) (2) 12. 4 14. 2 3.0 11.2 2.7 12.1
1963 ---- 100.0 21. 7 3. 8 2.7 4.6 10.6 47. 7 11. 2 24. 7 (2) (2) 11.9 13.9 3. 0 10. 9 3.3 13. 4
1964 100.0 21.6 3.9 2.7 4.1 10.8 45.8 10. 3 23.9 (2) II .1 14.9 3.1 11.8 3.6 14.7
1965 - 100.0 22. 3 4.0 2.5 4.8 1.1 43.4 10. 2 22.9 (2 ) 10. 3 14.9 2.9 12.0 3.3 16.1
1966----- 100.0 23.6 4.3 2.6 4.6 12. 1 41. 5 9.7 21. 9 (2) () 9.9 15. 5 2.9 12. 7 2.8 16. 6
1967 ---- 100.0 25.3 4.5 2.3 5. 1 13. 4 42.6 8.4 24.5 (2) (2) 9.7 14. 8 2. 5 12. 3 2.9 14. 5
1968----- 100. 0 25. 7 4.5 2. 7 4.7 13.9 41. 7 8. 7 23. 2 (2) (2) 9.8 15. 5 2. 5 13. 0 2.6 14. 5
1969----- 100.0 27. 6 5. 1 2. 7 4.9 14.8 40.8 8. 0 23. 4 (2) (2) 9.4 14. 8 2.2 12. 7 2. 2 14. 6
1970----- 100.0 27. 2 5. 6 2. 7 4.8 14. 2 45. 1 9.7 25. 8 (2) (2) 9.6 13.2 1. 7 11. 5 2. 0 12. 4
1971----- 100.0 27. 8 6. 7 2.9 4.5 13. 7 43.6 10.2 23.7 (2) (2 ) 9.8 14. 4 1. 4 13.0 1. 6 12. 6
1972----- 100.0 28. 3 5. 8 3.0 4.9 14. 5 40.8 10.0 20. 8 17. 6 3.3 10.0 15. 2 1. 2 14. 0 1. 7 14. 0
1973----- 100.0 28.3 6.0 2.9 4.8 14.6 30. 2 10. 1 19.9 16. 7 3.3 9.2 15. 7 1. 4 14.2 1. 8 15. 0
1974 - 100.0 28.0 5.6 3.3 4.7 14.3 42.1 10.3 22. 1 18. 7 3.5 9.7 15.1 1. 1 13.9 1.6 13.3
1975 - 100.0 26.8 5.4 3.5 4.3 13.6 47.4 12.7 25.0 21.2 3.8 9.8 13.9 .9 13.1 1.4 10.4
1976----- 100.0 29.0 6.0 4.1 4.3 14.6 41.3 11.4 20.5 16.7 3.7 9.4 15.8 .9 14.9 1.8 12.4
1977----- 100.0 29.5 6.2 4.0 4.6 14.6 38.7 10. 8 19.4 15.9 3.6 9.0 10.1 .9 15.2 1.9 13.7
1978----- 100.0 28.4 6.3 3.5 4.2 14.3 38.4 10.0 19.1 15.9 3.2 9.4 17.0 1.0 16.0 1.8 14.4

Unemployed persons who never held a full-time civilian job. survey in December 1971. However, the new classification system dee affect the comp arability of the
2 Nat available. percent distribution of onemployment. For further explanation, one the note on hiotoric comparobility
Note: Unemployment rates by occupation group are not considered significantly affected by the of labor force statistics at the beginning of the statistical appendix.

changes ii the occupational classification system for the 1970 Census of Population that wore intro- Source: Employment and Training Report of the President, 1979.
duce into the Current Population Survey in January 1 971, and the question that was added to the



TABLE 51.-CURRENT EMPLOYMENT STATUS AND OCCUPATION-PERSONS 14 YRS. OLD AND OVER BY TOTAL MONEY INCOME IN 1976, BY SEX

[Numbers in thousands; persons 14 yrs. old and over as of March 19771

In labor force

Employed

White-collar workers

Professional, technical, Managers and administrators,
and kindred workers except farm Clerical

and
Total money income ~~~~~~~~~~~~~~~~~~Self- Self- Sales kindredTotal money income Total ' Total Total Total Total Salaried employed 2 Total Salaried employed' workers workers

BOTH SEXES

Total- - ------- 164, 935 97,129 89, 385 44, 677 13, 650 12, 585 1, 065 9, 502 7, 966 1, 596 5, 781 15, 083
Without income - 16, 989 3, 269 2,1 07 854 109 109 74-------- 74 74 ------ i-- 173 49With income -1------------ 35, 946 93, 860 87, 278 44, 023 13, 540 12, 475 1, 065 9, 488 7, 893 1, 596 5, 608 15, 3687

$1 to $999 or less -15, 400 7,110 5,912 2,301 469 369 101 293 83 210 671 860$1,000 to $1,499----------- 6, 413 2, 778 2, 330 932 177 166 11 73 51 23 193 486$1,500 to $1,999 --- ---- --- 6, 205 2, 473 2,119 866 183 160 22 72 46 26 171 4412,000 to $2,499- 7,159 2,936 2, 534 959 211 192 19 110 74 36 185 453$2,500 to $2,999 -5,401 2, 346 2, 023 859 174 150 24 78 01 17 179 420$3OOto $3499----------- 5, 936 2, 854 2, 509 1, 090 236 210 26 103 99 45 198 532$3,500 to $3,999 ----------------- 4, 622 2, 264 1, 972 864 206 185 21 86 59 27 169 403$4,00 to $4999----------- 8, 651 5, 278 4, 696 1, 902 406 377 29 185 120 65 357 954$5,000 to $5,999---- ------- 8,174 5, 886 5, 366 2, 381 497 477 20 268 218 69 293 1, 303$6,000 to 6,999 -7, 395 5, 697 5, 293 2, 569 457 436 21 314. 254 59 287 1, 511$7,000 to $7,999 -6, 692 5, 413 5, 087 2, 486 474 462 12 365 282 83 267 1, 380$8,000 to S8,999 -6, 231 5, 242 4, 944 2, 584 598 563 35 422 344 78 233 1, 331$9,000 to $9,999 -5, 269 4, 524 4, 327 2, 245 687 651 36 353 287 66 186 1, 019$10, o $11,999 - l9, 577 8, 489 8, 160 4,244 1,474 1,427 47 686 733 131 380 1 506$200to $14,999 ----- ---- 11,074 10, 230 9, 958 5, 120 2, 036 1, 951 85 1, 260 1, 066 194 477 1, 340$500to $19,999 --------- 1,592 10, 873 10, 654 5, 691 2, 342 2, 249 92 1741 1, 565 176 572 1,036$2000to $24,999---------- 4,921 4, 622 4, 556 2,893 1,192 1, 106 86 1, 130 1, 023 1105 341 230$25,000 and over -5,236 4,648 4,810 4,033 1 722 1,344 378 1,729 1, 354 185 444 140
Median income (dollars) 6,002 8,362 6,762 9, 988 12, 622 12, 504 16, 068 14, 560 15, 427 9,904 7,364 7,214Standard error (dollars) 29 36 37 55 92 89 967 171 130 355 174 56Mean income (dollars)-------- 8,242 10,131 10, 509 12, 317 14, 952 14, 238 23, 322 17, 088 17, 987 12, 643 10,334 7,777Standard error (dollars) - - 30 39 41 69 139 128 884 176 107 466 200 33



Year-round full-time workers:
Percent of civilian income recipients. 41.7 59.0 62.5
Median income (dollars) -11, 723 11, 781 11, 846

Standard error (dollars) 49 50 50
Mean income (dollars) -13, 531 13, 581 13, 642

Standard error (dollars) 52 53 53

MALE
Total -786, 782 597,120 52, 788

Without income -6, 006 1, 016 536
With income -------- ------ 72, 775 56, 104 52, 252

68.0 70.7 71.9 57.6 84.1 85.4 77.6 53.7 60.8
12, 707 14, 951 14, 667. 24, 889 15, 898 16, 598 11, 042 12, 616 9, 106

61 120 127 1, 129 135 153 430 231 66
15, 407 17, 900 16, 983 31, 309 18, 661 19, 530 13, 925 15, 264 10,129

85 164 147 1.207 190 199 543 291 67

22, 011 7, 783 8, 993

92 16 16
21, 919 7, 767 6, 977 789

789 7, 483 8,187 1,295

9 8-
7,475 6,179 1,295

$1 to $999 or lesa ---------- 5, 346 2, 822 2, 245 658 108 73 35 152 33 119
$1,000 to $1,499----------- 1, 758 1, 020 827 197 39 36 4 34 21 13
$1,500 to $1,999----------- 1, 898 1, 022 848 216 74 68 6 31 18 13

$2,000 to $2,499----------- 2, 386 1, 155 964 206 67 62 5 45 31 13
$2,500 to $2,999----------- 1, 820 914 756 197 45 38 7 40 26 13
$3,000 tn $3,499----------- 2,136 1, 004 648 230 77 67 10 46 18 28

$3500 to $3,999 ----------- 1, 867 656 714 208 72 61 11 43 27 16
$,000 to $4,999----------- 3,761 2, 080 1, 765 426 141 133 7 91 50 41

$5,000 to $5,999----------- 3, 726 2, 494 2, 204 579 184 175 10 152 93 59
$6,600 to $6,999----------- 3, 551 2, 508 2, 251 598 169 158 11 177 127 50
$7,000 to $7,999----------- 3, 457 2, 690 2, 467 695 165 155 9 210 148 62
$8,000 to $8,999----------- 3, 345 2, 727 2,524 777 216 193 23 244 178 63
$9,000 to $9,999----------- 3, 137 2, 618 2, 460 801 243 217 26 235 172 63
$10,000 to $11,999---------- 6,432 5, 703 5, 435 1, 991 610 573 36 658 536 122
$12,000 to $14,999 --------- 8,539 7, 928 7, 690 3, 148 1,155 1090 65 1,014 836 178
$15,000 to $19,999---------- 10, 094 9, 585 9, 378 4, 522 1, 726 1,: 643 83 1, 559 1, 399 159
$20,000 to 924,999---------- 4,578 4, 334 4,271 2, 627 1,050 975 75 1,065 969 97
$25,000 and over ---------- 4,944 4, 643 4,605 3, 846 1, 625 1, 259 366 1, 680 1, 498 182

Median income (dollars) -9, 426 11, 374 11, 920
Standard error (dollars) 53 56 62

Mean income (dollars) -11, 165 12, 820 13, 300
Standard error (dollars) 48 57 60

15, 026 18, 125 15, 850 22, 852 16,417 17, 313 11,414
82 131 123 1,217 150 175 397

17, 258 19, 072 17,957 28,933 19,237 20,245 14,432
118 212 197 1,049 207 220 541

3, 385
33 36

3, 353

293
52
41
34
40
45
61

104101
113
164
161
141
316
397
515331
433

12, 001241
14, 190

298

3, 361

36
3, 325

105
72
70
60
6561
32
89141

138
156
155
181
408582 §
722
180
108

11, 589
199

11,661154

Year-round fall-time workers:
Percent of civilian income recipients. 51. 2 67. 3 71. 2 79. 9 80. 2 81. 1 71. 9 87. 9 58. 9 83. 2 68. 3 73. 1
Median income (dollars)- 13, 659 13, 882 13, 945 16, 366 17, 431 17, 073 26, 192 17, 351 10, 271 12, 091 15, 198 13, 323

Standard error (dollars) --5,--- 8 59 60 54 159 149 1,239 172 198 368 221 167
Mean income (dollars)-------- 15, 701 15, 728 15, 799 19, 323 2 , 011 19, 839 32, 688 20, 319 24, 347 15, 084 17, 590 13, 943

Standard error (dollars)…----- 70 70 71 128 229 209 1, 254 217 228 599 356 164

==-



TABLE 51.-CURRENT EMPLOYMENT STATUS AND OCCUPATION-PERSONS 14 YRS. OLD AND OVER BY TOTAL MONEY INCOME IN 1976, BY SEX-Continued

[Numbers in thousands; persons 14 yrs. old and over as of March 19771

In labor force

Employed

Blue-collar workers Service workers Farm workers

Operatives, including transport

Trans- Service
Opera- port workers, Farmers Farm

tives, equip- Private except and laborers
Craft and except ment Laborers, house- private farm and Not in

kindred trans- opera- except hold house- man- super- Unem- labor
Total money income Total workers Total port tives farm Total workers hold Total agers visors ployed force

BOTH SEXES
Total -28, 945 11, 287 13, 603 10,194 3, 047 4, 063 13, 034 1, 516 11, 518 2, 529 1, 372 1,157 7, 745 66, 852

Without income -414 61 211 184 27 141 670 194 476 169 7 163 1,162 25, 718
With income -28, 531 11,217 13, 392 10, 012 3,380 3,922 12, 364 1,322 11,042 2,359 1,366 994 6,582 41, 133

$1 to $999 or less -1,106 194 473 368 84 439 2, 065 654 1, 411 441 248 194 1,198 8, 265 5
$1,000 to $1,499 -540 103 280 217 63 157 758 88 669 100 25 75 448 3, 629
$1,500 t9 $1,999 -541 109 264 196 68 169 609 105 504 103 40 63 354 3, 733
$,000 to $2499------------- 665 152 333 253 80 180 813 92 721 96 53 43 402 4, 218

$2,500 to $2,999- 517 102 264 214 50 151 562 100 462 85 40 45 323 3, 050
$3,000 to $3,999 -647 149 378 317 61 121 695 68 627 76 37 39 344 3, 081
$3,500 to $3 999 -524 120 324 259 65 80 499 53 446 85 39 46 292 2, 354
$4,000 to $4,999 -1, 521 345 930 758 172 245 1, 103 83 1, 019 171 86 84 582 3, 317
$5,000 to $5,999 -1, 827 447 1, 129 923 206 251 1, 003 31 972 186 95 91 490 2, 186
$6,000 to $6,999 -1, 780 499 1, 036 886 150 244 783 11 771 162 76 86 403 1, 581
7,000 to $7,999 -1, 863 538 1, 014 817 197 311 629 8 621 109 56 53 326 1, 163

$9,000 to $8,999 1, 761 574 977 742 236 211 490 14 476 108 52 57 298 903
$9,000 to $9 999- - 1, 581 623 758 580 179 200 422 6 416 79 45 34 197 688
S10,000 to 11,999 -3, 129 1, 361 1, 415 1,016 399 353 648 5 642 137 97 40 328 972
$12,000 to $14,999 - 4,154 2,006 1, 716 1,166 550 432 566 - -566 115 91 24 274 782
$15,000 to $19,999- 4 362 2,481 1,566 1,028 538 315 479 - -479 122 115 7 219 613
$20,000 to $24,999 -1,459 1,003 393 178 214 43 164 2 162 61 55 5 65 246
$25,000 and over -575 413 145 74 69 19 77 -77 123 115 8 38 332

Median income (dollars) -9,616 12, 334 8,278 7,728 10,335 6,686 4,165 1,039 4,668 5,123 6,261 3,915 3,880 2,615
Standard error (dollars) -66 78 73 74 157 159 62 95 64 163 298 218 86 21

Mean income (dollars) -10, 201 12, 567 9,089 8,499 10,835 7,233 5,377 1,752 5,811 7,398 9,391 4,660 5,123 3,866
Standard error (dollars) -67 76 63 65 151 111 57 70 62 267 429 182 77 30



Year-round full-time workers:
Percent of civilian income recipients 63.6 72.2 61.5 60.6 64. 1 46.3 39.6 10.5 43. 1 66.2 79.1 48.5 12.6 2.3
Median income (dollars) - 11,939 13, 689 10,356 9, 722 12, 302 10,072 7,932 3,112 8,064 6, 505 6,956 6,034 8,299 8,632

Standard error (dollars) -78 106 86 112 144 164 96 271 112 198 390 241 210 300
Mean income (dollars) -12, 369 14, 151 11, 050 10, 393 12, 889 10, 404 9, 083 3, 454 9, 247 8, 938 10, 028 6, 494 9, 577 10, 563

Standard error (dollars) -55 83 77 79 183 131 98 255 99 365 506 290 254 348

MALE
Total -23, 737 10, 600 9, 384 6, 222 3,161 3, 673 4, 869 68 4, 802 2,170 1, 288 882 4, 333 20, 708

Without income--------------- 245 35 93 74 18 118 138 20 118 60 1 59 480 4,989
With income-- 23, 491 10, 646 9,291 6,148 3,143 3,555 4,732 48 4,684 2,110 1,287 823 3,852 5, 719

$1 to $999 or less -788 153 245 176 69 391 475 30 444 324 201 123 577 2,519
$1,000 to $1,499 379 83 152 109 43 143 167 1 166 84 24 60 193 732
$1,500 to $1,999 -- 390 95 141 97 44 154 155 2 153 86 37 51 174 876
$2,000 to $2,499- - .. 478 136 179 119 60 163 196 - - 196 85 50 35 190 1,226
2,500 to 32,999 -- - - 352 81 139 101 38 132 137 137 70 36 34 157 902
$,000 to $3499 ------- ----- 402 126 187 139 48 89 154 - - 152 61 33 28 157 1,130
3,500 to $3,999------------- 332 101 162 108 55 69 94 ------ 94 79 39 40 142 1,008
$,000 to $4,999- ~----------- 883 302 367 239 128 214 296 - - 291 160 85 76 315 1,625

$5,000 to $5,999 1,112 386 516 337 179 210 338 3 335 175 94 82 291 1, 130
$6,000 to $6,999 -1,195 445 532 391 140 216 307 307 154 72 82 257 926
$7,000 to $7,999 -1,374 480 613 426 187 281 299 2 297 99 54 45 223 651
$6,000 to $8-999 1,392 537 669 444 225 187 252 4 249 103 50 53 203 531
$9000to -9-999 - 1 315 575 555 378 177 185 271 - -271 73 42 31 158 461 W
$l,000 to $11,999 - 2,851 1,310 1,206 815 391 335 457 1 456 137 97 40 268 612 rz
$12,000 to -14,999- . 3,960 1,962 1,581 1,035 547 417 468 - -468 115 91 24 238 549
$1500to $1,9------------ 4,296 2,462 1,525 991 534 308 440 ----- 440 121 114 7 207 403
$20000 to $2,9------------ 1,428 1,000 386 176 210 42 155--- ----- S1 61 55 5 63 190
$25,000 an over- -- 567 413 135 66 69 19 71----71 122 114 8 38 24S

Median income (dollars) -10,846 12, 618 10, 256 10, 081 10, 810 6, 984 7,157 (3) 7,219 5,594 6,638 4,532 5,069 3,735
Standard error (dollars) -65 82 84 108 173 153 143 3) 143 162 309 234 130 39

Mean income (dollars) -11, 129 12, 882 10, 533 10,139 11,306 7,438 8,117 3) 8,178 7,987 9,831 5,102 6,302 5,265
Standard error (dollars) -53 78 79 87 156 119 115 3 115 292 450 206 115 59

Year-round full-time workers:
Percent of civilian income recipients 66.1 72.9 65.7 64.7 67.8 47.0 56.0 (3) 56.5 70.6 82.4 52.1 14.4 2.8
Median income (dollars) -12,716 13.962 12,036 11,807 12,361 10,310 10,547 ( 10, 560 6,682 7,052 6,310 9,689 11,478

Standard error (dollars) -60 112 90 146 146 174 148 (J) 149 200 423 220 348 576
Mean income (dollars) -13,194 14,404 12,369 12,042 12,980 10, 591 11,477 (3) 11,485 9,214 10,157 6,857 10,985 13,440

Standard error (dollars) -59 84 91 97 185 138 144 (3 144 379 514 305 343 597



TABLE 51.-CURRENT EMPLOYMENT STATUS AND OCCUPATION-PERSONS 14 YRS. OLD AND OVER BY TOTAL MONEY INCOME IN 1976, BY SEX-Continued

[Numbers in thousands; person 14 yrs. old ad over as of March 19771

In labor force

Employed

White-collar workers

Professional, technical, and kindred Managers and administrators,
workers except farm

Self- Self- Sales kindred
Total money income Total Total Total Total Total Salaried employed2

Total Salaried employed2 workers workers
FEMALE

Total -86,153 40,009 36,597 22,866 5,867 5,591 276 2,079 1,779 300 2,395 12, 524

Without income ---------- 22, 983 2, 253 1, 571 762 93 93 - -66 65 - -141 462
With income ------- --- 63,170 37,756 35, 026 22,104 5,774 5,498 276 2,013 1,714 300 2,255 12,062

$1 to $99 9 or less-10,054 4,287 3,667 1,642 362 296 66 140 50 91 378 762$1,000 to $1,499 ---------- 4,654 1,758 1,503 735 138 131 7 40 30 10 143 414 _$1,509 to $1,999----------- 4,307 1,451 1,271 651 109 92 16 41 28 13 130 371$2,000 to $2499----------- 4,773 1, 781 1,569 754 144 130 14 66 43 22 152 393
$2,500 to $2,999 -3, 581 1,333 1,266 662 129 112 17 39 35 4 131 363$3,000 to $3,499 -3, 800 1,849 1,662 860 159 143 16 57 41 16 153 491$3500 to $3,999 -- -- - 2, 755 1,408 1,258 656 134 124 10 44 33 11 108 371$4,000 to $4,999- 4,890 3,198 2,931 1,476 265 243 22 93 70 23 252 865$5,000 to $5,999----------- 4,448 3,391 3,192 1,602 312 302 10 136 126 10 192 1162$6,000 to $6,999- ~~~~~3,84 3,188 3,042 1,971 288 278 10 137 128 9 173 1,7
$7,000 to $7,999 -3,-244354 2,723 2,620 1,791 309 307 2 155 134 22 103 1,224
$8,000 to $8,999 2, 886 2,515 2,420 1,807 381 370 12 170 165 13 72 1,176
$9,0 to 9,999---------------- 2, 132 1,906 1,867 1,444 443 434 9 110 115 4 45 836

10,000 to ,999------- - 3 146 2,785 2,725 2,255 864 853 11 220 219 9 64 1,098$12,000 to $14,999- 2,534 2,302 2,266 1,972 861 861 20 246 230 16 79 766$15,000 to $9,999- 1 498 1, 288 1, 275 1,169 616 606 10 182 166 17 56 313$20,000 to $24,999- 343 287 285 266 142 131 11 64 56 6 10 50$25,000---and--over-292 205 205 190 97 8S 12 50 47 3 11 32

Median income (dollars) -3,576 5,505 5,747 6,420 9,353 9,510 3,571 8,336 8,851 3,316 3,684 6,611Standard error (dollars) 28 35 36 47 106 106 431 156 156 394 136 50Mean income (dollars) -4,875 6,136 6,345 7,417 9,410 9,518 7,260 9,111 9,845 4,923 4,602 6,707Standard error (dollars) 24 32 33 46 104 101 845 198 204 551 113 49
Year-round full-time workers:

Percent of civilian income recipients 26.7 46.7 49.5 56.1 58.1 60.2 16.5 69.8 72.8 53.1 32.0 57.4
Median income (dollars) -8,312 8,340 8,378 9,144 11,365 11,373 (3) 10,069 10,446 4,201 6,701 8,369

Standard error (dollars) 41 42 42 56 113 113 (3) 198 190 492 158 50Mean income (dollars) -8,956 8,984 9,019 9,880 12,123 12, 096 (3) 10,913 11, 531 6,081 7,895 8,791Standard error (dollars) 45 45 46 57 121 116 (3) 229 227 826 223 57



In labor force

Employed

Blue-collar workers Service workers Farm workers

Operatives, including transport
Service

Trans- workers, Farmers Farm
Craft Opera- port Labor- Private except and laborers

and oives, equip- ers, house- private farn, and Not in
kindred except ment except hold house- man- super- Unem- labor

Total money income Total workers Total transport operatives farm Total workers hold Total agers visors ployed force

FEMALE
Total -5, 208 598 4, 220 3, 974 246 390 8,164 1, 448 6, 716 358 84 274 3, 412 46,144

Without income -168 26 119 110 8 23 532 174 358 109 6 103 682 20, 729
With income -5,040 571 4,101 3,864 237 367 7,632 1,274 6,358 250 78 171 2,730 25, 415

Si to $999 or less- 317 41 228 212 15 49 1, 590 624 966 117 47 70 620 5, 767
$1,000 to $1,499 -161 19 128 108 20 13 591 88 503 16 16 255 2, 896
$1,500 to $1.999 -152 14 123 99 24 15 454 104 350 15 3 12 180 2, 856
$2,000 to $2,499 -186 17 153 134 20 17 617 92 525 11 3 8 211 2, 992
$2 500 to $2,999 -165 21 125 112 12 20 425 100 325 15 4 11 166 2, 148
$3,000 to $3,499 -245 23 191 178 13 31 541 66 475 15 4 11 187 1 951
$3,500 to $3,999 -192 19 161 151 10 12 404 53 351 6 6 150 1,346
$4,000 to $4,999 -638 43 563 519 44 31 807 79 728 10 2 9 267 1, 691
$5,000 to $5,999 -715 61 613 586 27 41 665 28 637 11 2 9 199 1,056
$6,000 to $6,999 -587 55 505 494 10 28 476 11 465 8 4 4 146 655
$7 000 to $7,999 ---------------- - 489 58 401 392 9 30 330 6 324 10 2 8 103 512
$8,000 to $8,999 -369 37 308 297 11 24 238 10 228 6 2 4 95 372
$9,000 to $9,999----------------------- 266 47 203 202 2 15 151 6 145 6 3 3 38 227
$10,000 to $11,999 - 279 51 209 201 8 18 191 5 187 - - - -60 360
$12,000 to $14,999 -194 44 135 132 3 16 99 -99 1 1- 36 232
$15,000 to $19,999 -66 19 40 37 4 7 39 39 1 1- 12 210
$20,000 to $24,999 - 10 3 6 2 5 1 9 2 7- 2 56
$25,000 and over -8 8 8- 6 6 2 1 1 87

Median income (dollars) -5,648 6,522 5,616 5,713 4,090 4,853 3,129 1,076 3,549 1,226 833 1,485 2,795 2,199
Standard error (dollars) -62 271 65 66 291 351 50 108 67 276 116 298 97 16

Mean income (dollars) -5,875 6,702 5,816 5,891 4,604 5,249 3,678 1,736 4,067 2,420 2,182 2,530 3,461 3,002
Standard error (dollars) -64 214 70 71 314 249 45 69 50 284 619 301 73 30

Year-round full-time workers:
Percent of civilian income recipients 51.9 59.8 52.0 54.1 16.3 39.4 29.5 10.5 33.3 29.0 24.7 31.0 10.2 1.9
Median income (dollars) -7,043 8,026 6,864 4,865 (3) 7,728 5,945 3, 005 6,111 (3) (3) (3) 6,404 7,071

Standard error (dollars) -86 345 82 81 (5) 331 84 256 100 (3) (3) (3) 202 318
Mean income (dollars) 7,471 8,400 7,270 7,258 (3) 8,246 6,262 3,284 6,450 (3) (3) (3) 6,758 7,935

Standard error (dollars) -82 244 86 88 (3) 352 84 247 86 (3) (5) (3) 212 316

' Includes members of the armed forces, not shown separately. Source: U.S. Department of Commerce, Bureau of the Census, "Money Income in 1976 of
2 Includes a very small number of unpaid family workers. Families and Persons in the U.S.," No. 114, July 1978.
3 Not available.
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Ms. NORWOOD. Now we would all be glad to answer any questions
you may have.

Senator BENTSEN. Thank you very much, Commissioner, for the
continuing bad news on the consumer front, and the continuing stable
news on the employment side.

Would you agree that far and away the No. 1 problem this country
has is inflation?

Ms. NORWOOD. Absolutely.
Senator BENTSEN. Do you see anything in the background of the

inflation factor that shows any sign of improvement?
Ms. NORWOOD. I think that there has been a slowing in the rates of

increase in some of the energy items, and, as I indicated, capital
equipment prices this past month certainly seemed to be going up at a
slower rate, so there are some encouraging signs. But that is just 1
month of data.

Senator BENTSEN. What do you think the increases OPEC countries
have foisted on us-have they now fed through the system and are we
seeing them at the retail level; for example, the last series of increases?

MS. NORWOOD. Many of them have. I guess most of them have
reached the retail level.

Senator BENTSEN. The only trouble with that, OPEC is about to
have another meeting to decide whether to increase prices again.

We had a question arise in the Senate Finance Committee yester-
day when we were trying to decide on whether we continued to use the
unemployment rate figure of 4% percent as a national trigger, or
whether we went to what unemployment in individual States was
doing, but we were talking about the insured unemployed. What is the
differential, roughly? Can you give it to me, between that percentage
of insured unemployment and the total percentage of unemployed in
the country?
* Ms. NORWOOD. The insured unemployed rate is 2.9 percent, and as

we indicated, the overall rate is 5.8. So there is almost 3 points
difference; that's primarily, of course, because the insured unemployed
only cover those people who are eligible for unemployment benefits,
and all of the reentrants and new entrants are not covered, and the
coverage varies from one State to another.

Senator BENTSEN. You say 2.9 as opposed to the 5.8?
Ms. NORWOOD. Yes.
Senator BENTSEN. Then you're talking about more than half. That's

half?
Ms. NORWOOD. That was for the week of the 17th, but in general,

over this year, the insured unemployment rate has varied from about
2.8 to 3.3.

Senator BENTSEN. Now, to get to Professor Guttman's methodology,
he was talking about the underground barterage system, underground
trade, underground employment; he was saying that the numbers
that are published exaggerate the unemployment rate. A lot of people
are really employed but they're not reporting it, and they're being
paid under the table or otherwise.

I asked you in a series of questions to comment on that. Do you
think that his figures are statistically sound or not?

Ms. NORWOOD. No, sir, I do not. I believe they're based on arbitrary
and unrealistic assumptions.

Senator BENTSEN. Well, that's saying it pretty plain. [Laughter.]
Ms. NORWOOD. I'd be glad to expound on that if you would like.
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Senator BENTSEN. Why don't you give us a little background on
why you think that?

Ms. NORWOOD. He used basically two components. First, he talked
about permanent workers versus temporary workers.

The permanent workers in the subterranean economy, he measured
by assuming that between 1961 and 1977 there was-and there
actually was-a 2-percent drop in labor force participation of workers,
35 to 44 years-male workers 35 to 44 years old. He just made an
assumption that that drop, those 2 percent could be applied to the
entire labor force, not just to males; and be assumed that they had all
moved to the subterranean economy. I find no reason to expect that
that happened.

The estimates for temporary workers are even more precarious
because what he did there was to take the seasonal adjustment move-
ment every month, regardless of sign, whether they went up or down,
and used those as an estimate.

Now, as you know, the purpose of seasonal adjustments is to take
account of special things that happen each month, like bad weather,
or school closings or openings, and so on. Over the year they average
out. And yet he used that as an estimate of the temporary workers.

I don't understand how one can find any relationship there.
Senator BENTSEN. Well, he was talking about a substantial number

of people who list themselves as unemployed, who are actually em-
ployed. Do you have any check through other agencies? Does BLS
check to verify or disprove that kind of allegation?

Ms. NORWOOD. No. What I would like to be sure to emphasize is
that I think his estimates are rather arbitrary, and I believe they're
unrealistic. That is not to say that I have any evidence to prove that
the data that we are producing include all of these people.

However, I think it is important to recognize that the household
survey does not ask people specifically whether they are unemployed;
it asks a series of questions, and we may well pick up many of the
people who are "off the book." In fact, I've been told that we pick
up a number of people who list their occupations as being prostitutes,
in the household survey.

Senator BENTSEN. You (do what? [Laughter.]
Ms. NORWOOD. We pick up a lot of people in the household survey

who list their occupations as being prostitutes. That's the sort of
occupation one would expect would not be reported.

I cannot say to you, however, that the household survey picks
up everyone, because I have no way of assessing that.

Senator BENTSEN. Let's talk about what I saw in the paper the
other day-today or yesterday, about the sect down in Guyana, Jim
Jones' group. I read a report that very substantial number of those
people were receiving welfare checks.

Now, how would they be carried on welfare roles? Would they be
listed as unemployed, I assume, while they were living down in
Guyana, participating in that particular sect?

Ms. NORWOOD. I'm pleased to be able to answer that question
by saying that that's an issue, really, for the people who administer
the welfare system. We don't cover people outside the United States
in our survey; we would have no way of picking them up.

Senator BENTSEN. There ought to be a way. Well, how about
Professor Guttman's statement that productivity is greater than the
official statistics indicate; would you agree with that or not?
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Ms. NORWOOD. I think that that's a more difficult question toanswer. Professor Guttman alleges, of course, that there is a largesubterranean economy, and to the extent that that allegation couldbe true, the productivity figures could be either higher or lower.And that would depend on several things.
It would depend, first of all, on whether the people who were notcounted, the unreported people, were excluded both from the outputside and the input side, or whether one part was in-that is, say,the receipts-but not the workers, or vice versa, or whether theywere both excluded from the total.
The other issue is that it would depend on whether they were moreefficient or less efficient than the average.
And the third issue, which I think is quite important to recognize,is that our productivity measurements are basically measurements

of the rate of change and not the level, so that unless there were asubstantial change in the rate of growth of productivity of the off-book or subterranean workers, it would not affect the productivityindex.
So it depends on a lot of issues. But I certainly would not say thatit could not affect them: It certainly could affect them. I just don'tknow how strongly.
Senator BENTSEN. Commissioner, I'm deeply concerned aboutwhat's happening in the steel industry, because I see it in the processof liquidation in this country. And if that happens, the ripple effectcan be horrendous for us.
Ms. NORWOOD. Yes.

Senator BENTSEN. The automobile industry is already in trouble.The defense industry obviously would have serious problems if we hadto depend on imported steel. Of course, my State has a very modernplant and doesn't share the problem to that extent. But I keep gettingthese numbers thrown at me about the Japanese worker and about theGerman worker. And on the one side, I'm told that the U.S. worker,on the question of productivity, still today is more productive, due tothe tools he uses and the equipment that he uses, than the Japaneseworker.
The trend is very bad for us. They're catching up very quickly.But then I'm told that if you isolate the steel industry, that in thatkind of a situation, that you're finding that the Japanese worker ispaid less and that we have some real problems there; that the produc-tivity of the American workers is not as much as the Japanese worker.Do you have numbers that can tell us that? That's one of the argu-ments that's thrown to us on the Senate Finance Committee whenwe're talking about tariffs and we're talking about triggers on pricesand subsidies, that type of thing.
Ms. NORWOOD. I think that there are several points that can bemade there. First of all, our data do show that the average annualrate of change in productivity shows that in general for all manu-facturing, the Japanese are doing better than we are.
Senator BENTSEN. Yes.
Ms. NORWOOD. Yes, double.
Senator BENTSEN. More than that. The increase last year wasabout three-tenths of 1 percent and the Japanese about 8 percent.I've seen some variance in those numbers.
Ms. NORWOOD. I would be glad to submit that for the record.
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[The following information was subsequently supplied for the
record:]

INTERNATIONAL COMPARISONS OF PRODUCTIVITY AND LABOR COSTS IN THE
STEEL INDUSTRY; UNITED STATES, JAPAN, FRANCE, GERMANY, UNITED
KINGDOM; 1964 AND 1972-78*

INTRODUCTION

The Bureau of Labor Statistics has been comparing trends and leveLs of pro-
ductivity, as measured by output per hour worked, hourly labor costs, and unit
labor costs in the steel industry of the United States, Japan, France, Germany,
and the United Kingdom since the late 1960's. The accompanying tables show
the comparisons for 1964, the first year for which such comparisons have been
made, and for 1972 to 1978. The level comparisons for the four foreign countries
are presented in ranges, showing minimum and maximum estimates for each coun-
try relative to the United States. These comparisons are subject to certain tech-
nical as well as data limitations, discussed in the technical note following the
tables, but the Bureau feels reasonably confident that the relative levels of pro-
ductivity and labor costs for the foreign countries fall within the given ranges.

The productivity and unit labor cost comparisons are affected not only by the
relative efficiency of the average steel plant in each country, but by differences
in the utilization of steel capacity. Therefore, in interpreting the data for any
specific year, the level of steel activity should be taken into account.

IRON AND STEEL INDUSTRY: OUTPUT PER HOUR, HOURLY LABOR COST, UNIT LABOR COST,
ALL EMPLOYEES, 5 COUNTRIES, 1964 AND 1972-78

A. RELATIVE LEVELS (UNITED STATES=100)

Output per hour Hourly labor cost ' Unit labor cost I

Year Minimum Maximum Minimum Maximum Minimum Maximum

United States: Each year -100 100 100 100 100 100
Japan:

1964 -46 53 16 16 30 35
1972 -85 101 33 34 32 40
1973 -94 112 41 42 37 45
1974 -95 113 44 46 39 48
1975 -103 123 44 46 36 44
1976 -108 128 44 45 34 42
1977 -104 123 49 51 40 491978 2_ _ ._. _ -104 124 58 60 47 58

France:
1964 -48 52 34 35 66 72
1972 -62 69 44 44 64 711973--------------- 59 66 54 54 03 91
1974 -61 68 55 55 82 90
1975 -61 68 65 65 97 1071976--------------- 63 70 63 63 92 101
1977 ---- 64 72 64 64 90 99
1978 - ------------------- 68 76 73 73 97 107

Germany:
1964 -53 60 35 35 59 67
1972 -76 84 58 58 68 751973--------------- 73 80 71 71 88 97
1974--------------- 80 88 78 78 88 971975---------------- - 82 91 76 76 83 92
1976--------------- 82 91 72 72 79 87
1977 -81 89 78 78 88 97
1978 ' -87 95 86 86 90 99

United Kingdom:
1964 -48 51 29 30 57 61
1972 51 54 33 34 62 67
1973 -------------- 48 51 33 34 66 71
1974 -- 43 46 35 36 75 811975--------------- 43 46 37 38 so 871976 ---- 48 51 33 34 65 70
1977 -43 46 33 34 72 77
1978 ' 42 44 38 39 87 94

' Data in national currency converted to U.S. dollars at the annual average exchange rate for the listed year.
Data for 1978 are preliminary and tased on partial year data.

Prepared by the U.S. Department of Labor, Bureau of Labor Statlstics, Office ofProductivity and Technology, November 1979.
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B. INDEXES (1964=100)

Unit labor cost
Output Hourly Total

per labor National U.S. Total labor Exchange
Year hour cost currency dollars Output hours cost rate'

United States:
1964 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1972 . . 119.8 160.9 134.3 134.3 105.6 88.2 141.8 100.0
1973 . . 133.8 175.7 131.3 131.3 128.5 96.0 168.7 100.0
1974 . . 135. 7 202.3 149. 1 149. 1 129. 1 95. 2 192.6 100.0
1975 . . 116.9 239.3 204.7 204. 7 94.4 80.8 193.3 100.0
1976 . ..--------------- 123.4 257.3 208.6 208.6 103.1 83.6 215.0 100.0
1977 - -127. 3 277. 6 218. 1 218. 1 107.4 84.4 234.2 100.0
19782 - - 133.3 311.7 233.9 233.9 115. 8 86.9 270.8 100.0

Japan:
1964 . . 100. 0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1972 . . 222.4 277.1 124.6 148.9 254.4 114.4 317.1 119.4
1973 . . 276.4 341.2 123.4 164.9 314.1 113.6 387.7 133.6
1974 . . 281.9 454.8 161.3 200.3 310.3 110.1 500.6 124.1
1975 ------------ 265.3 548.9 206.9 252.5 271.0 101.8 558.8 122.0
1976 . ..--------- 291.5 584.5 200.5 244.8 296.8 101.8 595.2 122.1
1977 289. 3 638.2 220. 6 298. 2 289.8 100.2 639. 4 135.1
1978 3 - 304. 4 666. 1 218.9 378. 2 290.2 95. 3 635.1 172.8

France:
1964 -- 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1972 159.2 231.6 145.5 141. 4 130.0 81.7 189. 1 97.2
1973 .. 169.1 272.3 161. 1 177.9 137.7 81.4 221.8 110.4
1974 ---------- 175.9 346. 2 196. 8 200. 7 149.3 84.9 293.8 102.0
1975 ---------- 151. 5 432. 3 285. 4 326.6 118. 4 78.2 337.9 114.5
1976 - -- - -- 164. 9 503. 8 30. 58 313.6 128.7 78.0 393. 1 102. 6
1977 . . 174.6 562.9 322.3 321.4 124.8 71.5 402.3 99.7
19782 --------...... 193.6 674.7 348.5 373.1 129.8 67.0 452.3 107.1

Germany
1904 . .--- 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1972 -- - - - 170.2 210. 8 123.9 154. 4 143. 2 84.1 177.3 124.7
1973 ---------- 181.2 235.4 129.9 195.0 163.6 90.3 212.5 150.1
1974 ---------- - 202.0 290.0 143.6 221. 0 172.3 85. 3 247.4 153.9
1975 2 179.2 317.6 177.2 286.9 134. 5 75.0 238. 4 161.9
1976 189.2 333.1 176.1 278.1 141.5 74.8 249.1 158.0
1977 191.4 359.8 187. 9 321. 8 135.1 70.6 253.8 171.2
19782 --------- - ------- 214. 5 382.3 178.2 353.0 147.4 68.7 262.7 198. 1

United Kingdom:
1964 ---------- - 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100. 0
1972 K ------- 126. 4 206.8 163.6 146. 5 94. 4 74.7 154.5 89. 6
1973 ---------- 134. 1 232.7 173. 5 152. 3 105. 1 78. 4 182.4 87. 8
1974 . ..--------- 123. 1 290.0 235. 6 197. 5 93. 6 76.0 220. 5 83. 8
1975 105.8 384.5 363. 6 289.3 78.6 74.3 285.7 79.6
1976----------- - -- - 123.4 455.9 369.4 238. 8 86.8 70.4 320.8 64. 6
1977 114.9 504.4 439.1 274.4 81.2 70.7 356.7 62.5
19780- - - 116.3 601.5 517.2 356.4 78.9 67.9 408.1 68. 9

' Value of foreign currency relative to the U.S. dollar.
2 Data for 1978 are preliminary and based on partial year data.
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C. ABSOLUTE LEVELS

Japan France
United

Year States Minimum Maximum Minimum Maximum

Germany United Kingdom

Minimum Maximum Minimum Maximum

Output (in short
tons per 1,000

1964 76. 25 35. 34
1972 - 91.32 77. 28

Total hours per
short ton: '

1964- - 1t3. 12 24. 67
1972 -10.95 10. 88

Hourly labor cost
(in U.S. dol-
lars): 2

1964 -4.63 0. 74
1972 -7.44 2. 43

Unit labor cost
(in U.S. dol-
larn,5 per short
ton): '

1964 ----- 60.69 18. 37
1972 - 81.51 26. 45

Output (in
thousands of
short tons): l

1964--- - 86, 252. 4 33, 010. 8
1972 - 91, 061. 3 83, 994. 3

Hours worked (in
thousands):

1964 - 1,131,224 872,469
1972 - 997, 127 973, 880

Employment:
1964 - 562,127 368, 161
1972 - 507,826 451,713

Average annual
hours worked:

1964 - 2, 012. 4 2, 369. 8
1972-..------ 1, 963.5 2,156. 0

Total labor cost
(in thousands
of U.S. dol-
lars): 2

1964 - 5, 234, 687 649, 732
1972 --- - 7, 422, 786 2, 361, 791

40. 54 36. 39 39.60
91.91 56.77 63.33

28.30 25.26 27.48
12.94 15.79 17.61

0.75 1.57 1.60
2.50 3.31 3.31

45.94 36. 59 38.77
76.88 46. 16 49. 10

21.77 24.87 25. 79 27. 33
13.01 14.34 20.37 21.66

1.63 1.63 1.33 1.37
4.29 4.29 2.47 2.54

21.09 40.02 43.61 35. 57 40.64 34. 54 37. 23
32.32 52.25 58.28 55.75 61.45 50.55 54.64

36,381.3 16,563.0 18 023.6 29,603.6 33,829.8 20,408.9 21, 483.5
92, 557.8 21, 248.9 23 704.3 43 204.4 47, 621. 8 19, 232. 0 20, 328. 3

960. 895
1, 123, 831

405, 152
512, 021

455, 187
374, 277

206, 890
195, 469

455, 187 736, 330 736,330 548,462 563, 518
374, 277 619, 427 619,427 409,756 420,998

206,890 372,354 372, 354 259, 007 259,007
195,469 335,551 335, 551 213, 059 213,059

2 371.7 2,200.1 2,200.1 1,977.5 1,977.5 2,117.6 2,175.7
2 157.0 1,914.8 1,914.8 1,846.0 1,846.0 1,923.2 1,976.0

716, 441 716, 426 727, 161 1, 203, 197 1, 203,197 730, 674 771, 663
2, 814, 011 1, 274, 606 1, 274, 606 2, 655, 066 2,655, 066 1, 011, 109 1, 067, 830

I Weighted output (see technical note), deflated so that U.S. weighted output in the weight base year, 1967, equals
unweighted output.

Exchange rates: 1964, U.S. dollar equals 362 yen, 4.902 francs, 3.975 deutsche marks, and 0.3582 pounds. 1972; U.S.
dollar equats 303 yen, 5.044 francs, 3.188 deutsche marks, and 0.3999 pounds.

57-254 0 - 80 - 25
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TECHNICAL NOTE

With the exception of a few products-wire products are excluded for Japan,
wheels and axles for Germany, and wire and wire products for the United King-
dom-the Bureau's 1964 and 1972 estimates of comparative productivity and
labor costs in the iron and steel industry are based on the U.S. definition of the
industry, which covers blast furnaces, steel works, and rolling and finishing mills
(SIC 331). In addition, each country's output has been measured using a common
set of weights, and the labor input data have been carefully matched with the out-
put figures. The estimates for 1973 to 1977 were obtained by applying trend in-
dexes to the 1972 benchmarks. Except for the United States, these trend indexes
are based on different output weights and data sources than the 1964 and 1972
figures.

While the Bureau has attempted to adjust the 1964 and 1972 figures for com-
parability of coverage among countries, some differences remain. Where the data
for a foreign country are known to differ significantly in product coverage, e.g., by
the exclusion of wire and wire products from the data for the United Kingdom,
comparability has been maintained between the output and labor input figures and
the effect on inter-country comparisons of steel productivity and labor costs is
believed to be small. There are other possible differences among the countries in
the extent of vertical integration for which no adjustments have been made, such
as differences in the proportions of own-produced versus purchased coke, but such
differences also appear to have only a small effect upon the comparisons.

For the 1964 and 1972 benchmark years, each country's output has been
adjusted for differences in product mix among countries and over time by weight-
ing the component products according to 1967 U.S. labor requirements (hours of
labor required per ton of each product).' Ideally, for balanced international
comparisons, both U.S. and second-country weights should be used. However
weights are not available for any other country. The weights used are cumulative,
that is, for each end product, they reflect all stages of production within the
industry from coke through the end products. They were derived from incremental
weights compiled for the use of the Bureau through arrangements made by the
American Iron and Steel Institute. Incremental weights reflect only the hours of
labor required at each stage of processing. For example, the incremental weight
for wire rods reflects only the labor required to make wire rods from semi-finished
steel, whereas the cumulative weight for wire rods includes the labor requirements
embodied in the production of the coke, pig iron, crude steel, and semi-finished
steel used to make the wire rods. Cumulative weights have been used for the
country-to-country comparisons because of possible country differences in tonnage
yields from one stage of production to another. Incremental weights would not
reflect inter-country differences in yields or changes in tonnage yields over time.
The use of cumulative weights has a disadvantage, however, in that it assumes
that all stages of production (or equivalent production) take place in the same
year that the final product is produced and therefore no account is taken of
year-to-year changes in inventories.

While the 1964 and 1972 output figures for each country have been adjusted
for inter-country differences in product mix, no adjustments have been made for
possible differences among countries in the quality of steel produced. Reportedly,
the Japanese steel industry, and, to a lesser extent, European producers, ship some
seconds which would be recycled as scrap in the United States and ship higherproportions of less finely finished products, for example, untrimmed steel plates
than the U.S. steel industry. To the extent that this is true, the output figures for
the foreign countries would be somewhat overstated relative to the United States.The comparative productivity and labor cost results for the foreign countries
have been presented in ranges rather than as single best estimates because ofgaps in the available data. 2 For the European countries, the principal data gaps

'In the original comparisons for 1964, the component products were weighted aceord-ing to 1961 U.S. labor requirements. The change from 1961 to 1967 weights has very littleeffect on the relative levels of productivity and labor costs.
2 In the tables, minimum and maximum estimates are shown only for the level com-parlsons. The trend indexes for the four foreign countries, 1964=100, are based on themidpoint of minimum and maximum estimates for each year.
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relate to the absence of some product detail. For example, the European data on
ipe and tubing are reported in two categories, welded and seamless, whereas the

U.S. data system covers seven categories of pipe and tubing, some with sharply
different labor requirement weights. In such cases, two output distributions have
been estimated, one emphasizing low-weight product categories and the other
emphasizing high-weight product categories. For Japan, the principal data gap
relates to labor input. There is substantial employment of contract labor in Jap-
anese steelmaking activities, and the use of contract labor is said to vary from
period to period. The Bureau has not been able to obtain adequate data on how
many contract workers are employed or the number of hours or rates of pay for
these workers. Therefore, it has been necessary to make minimum and maximum
estimates based largely on financial data reported by Japanese steel companies.

In making minimum and maximum estimates for the ratios of output per hour
and unit labor cost, it has been assumed that (1) the numerator (e.g., output) and
denominator (e.g., hours) of the ratio (output per hour) are each normally dis-
tributed, and (2) the values of numerator and denominator bounded by their
minimum and maximum estimates have a specific level of confidence. The ratio
may be approximated as a range by using the minimum and maximum values
established for the numerator and denominator, which are independently estimated.
Applying a formula devised by Geary,3 it is possible to calculate the minimum and
maximum boundaries of the ratio (e.g., output per hour) so that the range will
have the same level of confidence as the specific level of confidence of numerator
and denominator. Originally, minimum and maximum values of output per hour
and unit labor cost were estimated by combining minimum and maximum values
of the component series. This led to ranges of estimates that were wider than
warranted. The above method was not followed for calculating hourly labor cost
ratios since, in those cases where a range of estimates is shown, the component
hours and labor cost series are not independently estimated.

OUTPUT PER HOUR, HOURLY COMPENSATION, AND UNIT LABOR COSTS IN MAN-
UFACTURING, 11 COUNTRIES, 1950-78, AVERAGE ANNUAL RATES OF CHANGE*

(Note.-Data for the foreign countries are consistent with the July 10, 1979,
press release, International Comparisions of Manufacturing Productivity and
Labor Costs, Preliminary Measures for 1978. The U.S. data reflect subsequent re-
visions. Rates of change computed from the least squares trend of the logarithms
of the index numbers.)

OUTPUT PER HOUR

Country 1950-781 1960-78' 1960-65 1965-70 1970-75 1970-78 1 1976 1977 1978

UnitedStates -2.6 2.6 4.9 .1.4 2.0 2.3 4.4 3.1 .6
Canada -- 4.1 4.0 4.5 4.5 3.2 3.1 4.6 4.8 4.2
Japan -8.7 8.5 8.5 13.4 4.5 4.5 8.1 5.6 8.3
Belgium -NA 7.4 4.8 8.2 8.1 7.8 9.7 6.2 NA
Denmark -5.7 6.9 5.4 8.7 6.4 5.8 7.5 2.1 2.8
France -5.3 5.6 5.2 6.7 4.6 5.0 8.5 5.0 4.9
Germany 5.8 5.5 6.0 5.5 5.6 5.4 5.9 5.4 3.7
Italy 6.2 6.2 7.2 6.7 5.8 4.6 8.5 1.1 2.9
Netherlands 6.3 7.4 5.3 9.1 7.0 6.4 9.9 3.5 NA
Sweden 5.3 5.6 6.8 7.3 4.7 2.9 .7 -.6 5.5
United Kingdom 3.2 3.2 4.1 3.7 3.1 1.8 3.0 -1.0 1.6

NA=Not available.
I For Belgium and the Netherlands, data relate to period ending 1977 only.
NOTE.-Data relate to all employed persons in the United States and Canada; all employees in the other countries.

3 Geary, R. C., "The Frequency Distribution of the Quotient of Two Normal Variates,"
Journal of the Royal Statistical Society, 93 (1930), pp. 442-446.

'Prepared by the '.S. Department of Labor, Bureau of Labor Statistics, Office of
Productivity and Technology, Oct. 30. 1979.
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HOURLY COMPENSATION

Country 1950-78 l 1960-78 1 1960465 1965-70 1970-75 1970-78 1 1976 1977 1978

United States- 5.4 6.3 3.5 6.1 8.0 8.6 8.3 8.6 8.3
Canada- - 6.5 8.2 3.6 7.5 11.0 11.7 14. 0 10.7 7.0
Japan - -12.8 15.6 13.2 15.3 20.6 16.6 8.2 9.2 6. 3
Belgium --- NA 12. 2 9. 6 9. 3 17. 4 16. 4 11.1 11. 2 NA
Denmark - - 10.2 12. 6 9. 6 12. 5 15. 2 14. 3 11. 4 10. 2 9.9
France2 -

10.0 11.3 9.2 8.8 15.4 15.7 14.5 14.9 13.0
Germany -- 9.7 10.4 9.4 8.5 13.5 11.7 7.3 9.7 7.2
Italy 11.9 15.4 14.0 10.9 22.0 21.6 19.8 18.8 13.9
Netherlands 11.1 13.6 11.5 12.4 16.7 15.3 12.0 8.2 NA
Sweden - -9.9 11. 8 10.3 9. 5 14.2 15. 3 19.4 11.7 13. 0
United Kingdom 8.9 11.4 6.4 7.4 17.3 17.9 18. 1 10.2 16. 9

NA= Not available.
I For Belgium and the Netherlands, data relate to period ending 1977 only.
I Compensation includes adjustments for payroll and employment taxes that are not compensation to employees, but

are labor costs to employers.
NOTE.-Data relate to all employed persons in the United States and Canada; all employees in the other countries.

UNIT LABOR COSTS: NATIONAL CURRENCY BASIS

Country 1950-78, 1960-781 196045 1965-70 1970-75 1970-78' 1976 1977 1978

United States 2.7 3.6 -1.3 4.6 5.8 6. 1 3.8 5.3 7.7
Canada - -2.4 4.0 -.9 2.9 7.5 8.4 9.0 5.6 2.7
Japan --- 3.7 6.5 4.3 1.7 15.4 11.5 .0 3.4 -1.8
Belgium -- - NA 4.5 4.6 1.0 8.5 7.9 1.3 4.7 NA
Denmark - - 4.2 5.3 4.0 3.5 8.3 8.1 3.6 7.9 7.0
France----------- 4.4 5.4 3.8 1.9 10.4 10.2 5. 5 9.5 7.7
Germany - - 3.7 4.7 3. 2 2.9 7. 4 5.9 1.3 4.1 3.4
Italy -- 5.4 8.7 6.3 3.8 15.3 16.3 10.4 17.5 10.6
Netherlands 4.5 5.7 5.9 3.1 9.1 8.3 1.9 4.5 NA
Sweden 4.4 5.8 3.2 2.1 9.1 12.0 18.6 12.4 7.1
United Kingdom 5.5 7.9 2.3 3.6 13.8 15.8 14.7 11.3 15.1

NA = Not available.
I For Belgium and the Netherlands, data relate to period ending 1977 only.
NOTE.-Data relate to all employed persons in the United States and Canada; all employees in the other countries.

UNIT LABOR COSTS: U.S. DOLLAR BASIS

Country 1950-78' 1960-781 1960465 1965-70 1970-75 1970-78' 1976 1977 1978

United States 2.7 3.6 -1.3 4.6 5.8 6. 1 3.8 5.3 7.7
Canada 2.2 4.1 -2.9 3.4 8.2 7.5 12.5 -2.0 -4.3
Japan -- 4.8 8.9 4.2 1.9 20.8 17.1 .2 14.4 26.2
Belgium -------- NA 6. 6 4.7 .9 15.9 13.2 -3. 7 12.7 NA
Denmark 4.7 6.5 3. 9 1.4 14.9 12. 1 -1. 7 8.6 16.6
France 3.1 5.7 3.8 -. , 16.3 12.6 -5.4 6.3 17.6
Germany 6.0 8.8 4.0 4.4 17.2 13.5 -1. 2 12.8 19.7
Italy 4.7 7.2 6.2 3.8 14.1 10.4 -13.3 10.5 15.1
Netherlands 6.0 8.3 6.7 3.0 18.0 14.8 -2.7 12.6 NA
Sweden 5.0 7.0 3.3 2.0 14.3 14.2 12. 8 9.6 6.0
United Kingdon n4.1 5.4 2.2 -.4 12.1 10.8 -6.8 7.6 26.5

NA = Not available.
I For Belgium and the Netherlands, data relate to period ending 1977 only.
NOTE.-Data relate to all employed persons in the United States and Canada; all employees in the other countries.

Ms. NORWOOD. I think when you get to the steel industry, what
you're talking about is something different, and that is the question of
the level of productivity rather than the rate of change.

Senator BENTSEN. That's right exactly. That's what I'm interested
in.

Ms. NORWOOD. Now, that's a very difficult question to answer. We
have done some work on the steel industry and on trying to compare
the levels of productivity and the labor costs in Japan and in European



countries. And I would be glad to submit for the record whatever
updating we have of that. I can tell you, however, that those estimates
are very difficult to make.

Senator BENTSEN. I get a lot of them thrown to me as though they're
gospel. I really want the best numbers that you think you can give me
on the steel industry here, the productivity of the employee, not the
rate of increase or decrease, but what the productivity is of the
employee in this country, as compared to the Japanese and as com-
pared to the Germans, some of our principal competitors.

Ms. NORWOOD. Mr. Mark, an Assistant Commissioner with BLS,
is just telling me that our latest estimates in 1978 show the Japanese
at about 105 to 120 percent of the U.S. level, and Germany at about
90 percent.

Senator BENTSEN. Was that total for all industry?
Ms. NORWOOD. For the steel industry.
Senator BENTSEN. OK.
Ms. NORWOOD. That's the only industry, by the way, that we've

done level estimates for. And I would like to emphasize that there is a
great deal of difficulty in getting at really valid level data for particular
industries in other countries. Some years ago, when I entered the
Bureau, I was responsible for the beginning of that steel study, and I
know the problems that we had with it. But those are our latest
estimates.

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

but in the context of what we've been told everywhere else, it's very
encouraging, it seems to me. For one thing, when we look at the
release from the BLS, we find that employment, seasonally adjusted,
seems to be the highest it's ever been. It's 97,646,000; is that correct?

Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. Also, the participation rate is a little bit below

its peak, but it's close to the highest it's ever been and far higher than
it was in previous decades; is that correct, close to 60 percent, still?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Which means that it's 60 percent of all people

16 years old or older, not institutionalized, are working.
Ms. NORWOOD. Close to it.
Senator PROXMIRE. So when we look at the donut instead of the

hole, the statistics are most encouraging in this area. Then when we
look at the breakdown in unemployment rates, we find a drop in adult
women unemployment from 5.8 to 5.5 percent. I take it that's sta-
tistically significant and there's no way that an error would be ac-
countable for that; is that right?

Ms. NORWOOD. It's statistically significant, certainly. But remember
that it was up last month. It's down this month.

Senator PROXM[RE. It's down to the level that it was in Septem-
ber; is that right?

Ms. NORWOOD. Yes.
Senator PROXMIRE. Then we take a look at the black unemploy-

ment. That also is down close to the level it was in September and
about the level it was in the third quarter, and a very, very sharp
improvement, from 11.7 percent down to 10.8 percent.

Ms. NORWOOD. Yes, the November rate dropped down to its third
quarter level.
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Senator PROXMIRE. The chairman properly pointed to all the dis-
turbing figures we have on layoffs in the steel industry, the automo-
bile industry, and so forth. How do you account for this?

Ms. NORWOOD. I think there are two points. One is that our data
show that in manufacturing, in the entire goods producing sector,
there has been a flatness and even a slight, perhaps, decline.

The second point is that the service industries are largely responsible
foi whatever growth there is. And, of course, we have very little
growth. A couple hundred thousand increase over the month is rela-
tively small. So there has been a real slowdown. The steel figuies are
not in these data. Those announcements occurred after the survey
week.

Senator PROXMIRE. Now, we also have the unfortunate reflection of
inflation in a drop in dollars of constant purchasing power. At the end
of the release, the text part, it says-

In dollars of constant purchasing power, the index decreased 4.1 percent
during the 12-month period ended in October.

I've seen othei figures that indicate an even sharper drop in weekly
earnings, real weekly earnings. I realize there are more people working,
but is it accurate or inaccurate to say that the standard of living of the
American people seems to have decreased because of inflation in the
last year already, inasmuch as real income, allowing for inflation, has
declined? Is that right or not?

Ms. NORWOOD. I think by any of the wage or compensation
measures, real compensation or wages have declined; yes, absolutely.

Senator PROXMIRE. Now, when we take a look at Professor Gutt-
man's position and your answers with respect to his findings, what
you really say is, you can't tell, is that right; that this is an area
where you challenge Professor Guttman's assumptions, but you
just can't tell us what the level of employment in the so-called under-
ground economy is?

Ms. NORWOOD. I think his numbers cannot. I don't believe his
numbers. But you're quite right, we have no way of ascertaining
whether or not there is a large omission.

Senator PROXMJRE. They could be higher, they could be lower,
and so forth.

Ms. NORWOOD. It's possible.
Senator PROXMIRE. You talked about-it's very interesting, the

first time I've heard about this. But you have a count to some
extent on people working as prostitutes, and you have some number.
Can you tell us how many that is? [Laughter.]

Ms. NORWOOD. I don't have it here. In looking at our discussion
of the Guttman questions, I was asking what kind of evidence we
do have that we pick up the kinds of occupations and the kinds of
employment that people would not be likely to report.

Senator PROXMIRE. The reason I ask this is that I think that there
are some people involved in so-called illegal enterprise, whether it's
prostitution or gambling or drug dealing and so forth, who do some
of it on book. Credit cards are used with respect to prostitution, for
example, and people gamble with credit cards.

So that there's some-I don't know the extent to which it's traced,
but there's some way to trace it and some taxes are paid on gambling
earnings, and I presume some, perhaps, even on prostitution earnings.
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But the reason I raise that point is because it would stand to reason
that the overwhelming proportion of people employed in those ac-
tivities that are illegal would, at least at the level where their incomes
wouldn't be very great, would probably not admit that they were en-
gaged in illegal activities. Isn't that right? Isn't that logical, whether we
have any statstical confirmation of that? Doesn't that seem logical
or not?

Ms. NORWOOD. I think that it is true that they would not admit
that they were engaged in illegal activities. But the point that I was
trying to make is that we don't ask them that. We ask them about
their economic activity, and we don't ask them whether it's legal
or not legal. We ask them if they're working or if they're looking for
work.

Senator PROXMIIRE. Let me give you an example which is a kind
of a heartbreaking example, but one that I think suggests the size
of this. A recent survey of students at Grosse Point High School
found that they spent $4,000 as teenagers, and they spent more on
drugs than they did on food, more on drugs than they did on clothing.
They admitted that privately.

Now, that kind of drug dealing, where one teenager buys from
another, is an aspect of the economy which, when you consider the
number of teenagers there are in this country and the fact that it's
a very sad fact that this goes on, is likely to be very substantial and
involves hundreds of thousands of people who are counted as un-
employed. I imagine most of those young people, when asked, if
they're 16 years or over and they're asked whether they're at work,
would say no, or their parents would, in answering the door to a person
inquiring in the household survey. Is that right?

Ms. NORWOOD. I would agree with you that certainly we would not
catch the income in any sense that transpires in those sorts of trans-
actions. The unemployment figures might not necessarily be affected,
because they would be asked, really, whether they were looking for
work or not. That's the question.

Senator PROXMIRE. I think in many cases they might well be look-
ing for work that's more respectable and less risky and so forth.

Ms. NORWOOD. It's possible. I certainly cannot say to you that we
are positive that we are covering all of this. This is a serious problem.

Senator PROXIMIRE. The reason I raise this for statistical purposes
is what I talk about now is what almost all of us think of when we
think about underground; that is, illegal activity of one sort or another.
I think that is by far the smallest part. The big part is the off-the-book
economic activity, the fellow who is either employed with a modest
income or he is unemployed, and he agrees to do all kinds of odd jobs,
and he's paid and there's no reporting of it. He may well be employed
even though he says he's unemployed and looking for better work.
But meanwhile he's going to be doing any number of things that
people do-paint up a house, fix a house, do all sorts of construction
activity, all kinds of janitorial activity, and that kind of thing. And
it's to the interest of both parties that they not report it and that it
be done on a cash basis.

Isn't that likely to be very large? The "Wall Street Journal" made
an estimate that this could involve several million people. Is there
any reason to challenge that?



Ms. NORWOOD. Well, you know, everyone is making estimates of
this. We had a number of reporters and magazine writers in, discussing
the issue, and we certainly have no data to prove it or disprove it. But
I think it is, nevertheless, important to know that if people do not
classify themselves in any survey, they never know in fact what their
ultimate classification is. They are never asked specifically. The word
" unemployment" is not used in the questionnaire and people are not
given the opportunity to directly classify themselves as unemployed.

If, on the other hand, people are moonlighting by having another
job, they may well be counted. But I am sure that some of them are
probably not.

Senator PROXMIRE. Could you do this for us in the next month or so.
See if there are any suggestions as to how we can get at this. I think
Professor Guttman deserves a great deal of credit for trying. I would
agree with you that his findings are not likely to be accurate. He does
try to do something that can be very important to us. And if you come
up with any kind of suggestions that we can do this in a reasonable
and economical way, it would seem we'd have a far better understand-
ing of whether this would affect unemployment figures by reducing
them by half a percent, by 1 percent, a tenth of a percent, or it wouldn't
have any effect. And I hope that we could do that.

Ms. NORWOOD. We certainly would look into it, Senator Proxmire.
It's a subject that I happen to be very much interested in. In fact, in
the OECD working party on unemployment statistics that I chair,
they have raised this as a basic issue for all kinds of reasons. And we
are working on it, although it is very difficult.

Senator PROXMIRE. Now let me ask about the price situation. As I
understand it, the big increase was because of consumer foods, in the
Producer Price Index press release that came out yesterday.

Ms. NORWOOD. True. Crude, too, at the crude level.
Senator PROXMIRE. But it was the finished price of food in the final

producer price statistics that was up.
Ms. NORWOOD. Yes.
Senator PROXMIRE. Is there any reason to suspect that that's just a

1-month aberration and that it may increase?
Ms. NORWOOD. I think there were some very big increases. Poultry,

as I recall, was 21 percent, for example, and pork was quite high. And
those had not had increases before. So there were some cases where
there may be just kind of a catching up, that may not continue.

On the other hand, there were other areas in the food area where
there were increases.

Senator PROXMIRE. Is there any basis for expecting that food prices
may increase, what, at a level or rate of about 12 percent annually in
the coming year, anything of that kind, any estimate?

Ms. NORWOOD. I don't know what the Agriculture Department has
been estimating. I think for the commodities which had large increases,
there was a kind of catchup. The pork index, I believe, is below the
level of 1 year ago, for example. There appears to be no indication that
there are shortages of supply.

Senator PROXMIRE. But these producer prices reflected in food are
going to be translated, likely to some extent, at least, into higher CPI
figures in the coming months; is that right?

Ms. NORWOOD. Not necessarily.
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Senator PROXMIRE. Not one for one. But that would be the tendency.
Ms. NORWOOD. There is another element that I think is very

important. In the CPI, since the latest revision, we cover food prices
through the whole month. In the Producer Price Index, which is in the
process of revision, we are currently pricing a single day in the month.

Now, some of the increases in food prices may well have occurred
before the 12th, which is the day on which the food prices were
collected lor the Producer Price Index. If that occurred, they may
have already shown up in it.

Senator PROXMIRE. Now the energy figures were better, much better,
one of the best improvements we've had. Is that right?

Ms. NORWOOD. Yes, sir.
Senator PROXMIRE. And that's one of the reasons why the index,

aside and apart irom food, was improved. Is that right? If you leave
energy and food aside, the rest ot the index was about the same as it
has been for some time, increasing at what, about an eight-tenths of
1 percent rate per month?

Ms. NORWOOD. Six-tenths. Finished good, excluding energy and
food, was about six-tenths. Capital equipment was much lower.

Senator PROXMIRE. How about housing costs?
Ms. NORWOOD. That's not in the Producer Price Index. Construction

materials, however, are.
Senator PROXMIRE. Let me ask you one final question about hous-

ing. I've asked Mr. Russell about this. Somebody's got to do something
about that. We all throw our hands up. The New York Times had a
fine editorial the other day on what a recession it was, but here we're
told that the Consumer Price Index goes up at an annual rate of about
14 percent. Wrong, according to Mr. Russell, whose the expert in the
Government on it.

That doesn't reflect the increasing cost of labor. What it reflects is
something else, because we've included in that the increase in housing
prices for that month, the increase in interest rates, mortgage rates for
that month, and only one person in a hundred will buy a house or have
an increase in their housing costs in that particular month. Yet it's
reflected as if everybody bougoht housing, and they didn't.

He agrees it's wrong. And when Fred Kahn speaks about it, he
almost foams at the mouth. He says that this is absolutely wrong.
It's a distortion. It's unfair. It's unwise.

Now it's not so bad from the standpoint of people on social security
who are getting an adjustment because of that and people who are on
COLA's, as many Americans are, but when this turns around and
interest rates begin to fall and maybe housing prices begin to moderate,
you're going to get a reverse situation in which the inflation rate is
understated.

At any rate, why can't we as a government seem to get a grip on this
and get a Consumer Price Index that reflects the increasing cost of
living. That's what everybody expects to to do, and that's what it's
required to do. In the COLA's which are so important, we have a
situation now where we have a false inflation statistic which is actually
very inflationary in our economy because it's driving up wages which
in turn drives up prices.

Ms. NORWOOD. Senator Proxmire, I think you raised an issue that
is extremely complex. I would not agree that it is simply a question
of mortgage interest rates. I also would not agree that the CPI
assumes-



3OB

Senator PROXMIRE. Mortgage interest rates and housing prices and
the price of housing go up 3 percent in a month, and that's a big
factor in calculating the cost of housing.

Ms. NORWOOD. I would not agree that those are the only issues.
There are many ways of calculating consumer price indexes. As you
know, I discussed with you and I discussed with the committee some
of the various proposals that the Bureau of Labor Statistics made to
try to remove the appreciation, the investment potential, from the
housing component of the index.

I do not believe that the mortgage interest issue, which is the one
that is now being focused on, because, of course, mortgage interest
rates are rising-I do not believe that is the basic issue.

Senator PROXMIRE. Let me just interrupt for just a minute. They
tell us that the mortgage interest rates and the increasing housing
prices were very largely responsible for the increase in the housing
part of the CPI. They have further told us that two-thirds of the in-
crease in the CPI-I guess it was October-was because of housing
cost increases.

Mr. LAYNG. Housing total, correct?
Senator PROXMIRE. That's right.
Mr. LAYNG. It's more comprehensive than homeownership.
Senator PROXMIRE. I'm sure it is, but these are two of the big

elements, right?
Mr. LAYNG. About half of that was due to it.
Senator PROXMIRE. Half of two-thirds. You still get a big-if you

can ignore that part of it, you obviously would get a much lesser
increase in the cost of living in that month.

Ms. NORWOOD. Certainly. If you eliminate housing---
Senator PROXMIRE. I wouldn't eliminate it, but apply it to those

who are affected and calculate the percentage.
Ms. NORWOOD. The Bureau of Labor Statistics has been running

some experimental indexes, and I think that you should understand
the wav in which some of the people who have been focusing on
mortgage interest have been determining the extent of so-called
overstatement. They have been using the weight of housing in the
CPI and for prices, they have been using the rent index of the CPI. I
would say that would have a downward bias if you did that.

I happen to have figures here for September. You would have gotten
over the 12-month period about a 10.5, 10.4 percent increase. How-
ever, we have also run a user-cost approach which is what the BLS
staff originally proposed.

The user-cost approach for the month of September would have
produced a rate of 11.8 percent, which is only three-tenths of a percent
lower, so it depends entirely-

Senatoi PROXMIRE. What's the user cost?
Ms. NORWOOD. The user-cost approach tries to look at the various

elements in homeownership that are actually paid out and to actually
take account of the appreciation and depreciation of the house, and it
takes account of the entire stock of houses, rather than as we now do on
the index just the expenditures by those people who actually purchase
a house in the survey year. That is the year of the expenditure survey
which serves as the weight base.



There are many ways of calculating indexes, and I think that it is
useful to focus on the housing component. I think it's incorrect to
focus only on the issue of mortgage interest.

Senator PROXMIRE. I think that's right.
Ms. NORWOOD. And I would add, in fact, that what Mr. Kahn has

suggested would provide us with an index that had a 15-year moving
average and which on the up side of mortgage interest would take 15
years to move up. On the down side, it wvould have the mortgage in-
terest component going up when mortgage interest rates were going
down, and I think that would be even harder to explain.

So I think it's a much broader issue. We have discussed this. As a
matter of fact, we are the ones who brought it up some 10 years ago.
We've published a great deal on it. We will be publishing more in the
Monthly Labor Review in the next several months, and we are de-
veloping some alternative experimental indexes.

But I don't think it's a very simple matter. You cannot say that
what is there now is absolutely wrong. There is a theory behind it.
There are other theories that could be applied. In fact, I think for
purposes of escalation, what one really wants is a cost of living index
that I would define as a constant utility market basket index, and I'm
not at all sure that some of the people like Mr. Kahn and others would
define it that way.

I think they would define it more in terms of current outlays.
I would not agree with that, but there are many ways of calculating
indexes. We have always welcomed public discussion, and we continue
to do so.

Senator PROXMIRE. Well, it was very helpful.
Mr. Chairman, I apologize for taking so long. Let me just suggest

that maybe sometime in the future you might have Mr. Kahn come
up. As you know, he's an extraordinarily able man and a fine econo-
mist, and he has to deal with this thing; and let him give us his view
on it. I think it might be very helpful to have that before the committee
because of its significance.

Ms. NORWOOD. Yes, I think that would be fine. And I have had
discussions with Mr. Kahn, and we do understand our disagreements.
You may also be interested in knowing that I am testifying next
Friday before Mr. Simon's task force on inflation, and he is apparently
going to have Mr. Kahn and some people from CBO as well as from
the AFL-CIO on this issue.

Senator BENTSEN. Thank you very much. It was a good hearing.
We enjoyed your testimony.

Whereupon, at 11 a.m., the committee adjourned, subject to the
call of the Chair.]
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