
EMPLOYMENT-UNEMPLOYMENT

HEARINGS
BEFORE THE

JOINT ECONOMIC COMMITTEE
CONGRESS OF THE UNITED STATES

NINETY-SEVENTH CONGRESS

FIRST SESSION

PART 18

JANUARY 9, FEBRUARY 6, MARCH 6, APRIL 3, MAY 8, AND
JUNE 5, 1981

[Hearing days of July 2, August 7, and September 4, 1981, of this series,
were not held]

Printed for the use of the Joint Economic Committee

U.S. GOVERNMENT PRINTING OFFICE
83-655 0 WASHINGTON: 1981



JOINT ECONOMIC COMMITTEE

(Created pursuant to sec. 5(a) of Public Law 304, 79th Cong.)

HOUSE OF REPRESENTATIVES

HENRY S. REUSS, Wisconsin. Chairman
RICHARD BOLLING. Missouri
LEE H. HAMILTON, Indiana
GILLIS W. LONG, Louisiana
PARREN J. MITCHELL, Maryland
FREDERICK W. RICHMOND. New York

CLARENCE J. BROWN, Ohio
MARGARET M. HECKLER, Massachusetts
JOHN H. ROUSSELOT, California
CHALMERS P. WYLIE, Ohio

SENATE

ROGER WV. JEPSEN, Iowa. Vice Cha irane

WILLIAM V. ROTH, Ja, Delaware
JAMES ABDNOR. South Dakota
STEVEN D. SYMMS. Idaho
PAULA HAWKINS. Florida
MACK MATTINGLY. Georgia
LL.OYD BENTSEN. Texas
WILLIAM PROXMIRE, Wisconsin
EDWVAIt.) 31. KElNNEDY. Massachusetts
PAUL S. SARBANES, Maryland

JAMEs K. GALBRAITH. Executive Director
BRUCE R. BARTLETT, Deputy Director

(3n)



CONTENTS

WITNESSES AND STATEMENTS

FRIDAY, JANUARY 9, 1981

Reuss, Hon. Henry S., chairman of the Joint Economic Committee: Open- Page
ing statement -1

Norwood, Hon. Janet L., Commissioner, Bureau of Labor Statistics, De-
partment of Labor, accompanied by W. John Layng, Associate Com-
missioner, Office of Prices and Living Conditions; and John E. Bregger,
Chief, Division of Current Employment and Unemployment Analysis- 3

FRIDAY, FEBRUARY 6, 1981

Reuss, Hon. Henry S., chairman of the Joint Economic Committee: Open-
ing statement - 59

Norwood, Hon. Janet L., Commissioner, Bureau of Labor Statistics, De-
partment of Labor, accompanied by W. John Layng, Associate Com-
missioner, Office of Prices and Living Conditions; and John E. Bregger,
Chief, Division of Current Employment and Unemployment Analysis-- 60

FRIDAY, MARCH 6, 1981

Reuss, Hon. Henry S., chairman of the Joint Economic Committee: Open-
ing statement - ---------------------------------------- -- 85

Norwood, Hon. Janet L., Commissioner, Bureau of Labor Statistics, De-
partment of Labor, accompanied by W. John Layng, Associate Commis-
sioner, Office of Prices and Living Conditions; and Deborah Klein, senior
economist -85

Donovan, Hon. Raymond J., Secretary of Labor, accompanied by Larry
Weatherford, Deputy Assistant Secretary for Employment and Training. 127

FRIDAY, APRIL 3, 1981

Reuss, Hon. Henry S., chairman of the Joint Economic Committee: Open-
ing statement -151

Norwood, Hon. Janet L., Commissioner, Bureau of Labor Statistics, De-
partment of Labor, accompanied by W. John Layng, Associate Commis-
sioner, Office of Prices and Living Conditions; and John E. Bregger,
Chief, Division of Current Employment and Unemployment Analysis.. 151

Cox; William A., Acting Chief Economist, Office of the Inspector General,
Department of Commerce, accompanied by Theodore Torda, senior
economist -193

FRIDAY, MAY 8, 1981

Reuss, Hon. Henry S., chairman of the Joint Economic Committee: Open-
ing statement - 203

Norwood, Hon. Janet L., Commissioner, Bureau of Labor Statistics,
Department of Labor, accompanied by W. John Layng, Associate
Commissioner, Office of Prices and Living Conditions; and John E.
Bregger, Chief, Division of Current Employment and Unemployment
Analysis - 203

Sawhill, Isabel V., program director, Employment and Labor Policy,
the Urban Institute, Washington, D.C - 243

(III)



IV

FRIDAY, JUNE 5, 1981

Reuss, Hon. Henry S., chairman of the Joint Economic Committee: Open- Page

ing statement --------------------- 255
Norwood, Hon. Janet L., Commissioner, Bureau of Labor Statistics, De-

partment of Labor, accompanied by W. John Layng, Associate Com-
missioner, Office of Prices and Living Conditions; and John E. Bregger,
Chief, Division of Current Employment and Unemployment Analysis-- 255

SUBMISSIONS FOR THE RECORD

FRIDAY, JANUARY 9, 1981

Norwood, Hon. Janet L., et al.:
Table reflecting unemployment rates by alternative seasonal ad-

justment methods -_---- --- 5
Press release No. 81-12 entitled "The Employment Situation: De-

cember 1980," Bureau of Labor Statistics, Department of Labor,
January 9, 1981 -_ - 6

Press release No. 81-15 entitled "Producer Price Indexes-December
1980," Bureau of Labor Statistics, Department of Labor, January
9, 1981 ------------- --

FRIDAY, FEBRUARY 6, 1981

Norwood, Hon. Janet L., et al.:
Table reflecting unemployment rates by alternative seasonal adjust-

ment methods - 61
Press release No. 81-86 entitled "The Employment Situation: Janu-

ary 1981," Bureau of Labor Statistics, Department of Labor, Feb-
ruary 6, 1981 - 62

Response to Representative Reuss' query regarding the divergence of
black to white teenage jobless rates since the 1950's - 83

Response to Representative Reuss' request to supply the data on
discouraged workers for the fourth quarter of 1980 - 84

FRIDAY, MARCH 6, 1981

Donovan, Hon. Raymond J., et al.:
Response to Representative Rousselot's request to supply an evalua-

tion as to whether the public service employment programs help the
hard-core unemployed -144

Response to Representatives Rousselot's and Reuss' request to
supply the results of Secretary Donovan's meeting with a group of
CE A prime sponsor administrators - 148

Norwood, Hon. Janet L., et al.:
Table reflecting unemployment rates by alternative seasonal adjust-

ment methods - -88
Press release No. 81-130 entitled "The Employment Situation:

February 1981," Bureau of Labor Statistics, Department of Labor,
March 6, 1981 - -89

Press release No. 81-131 entitled "Producer Price Indexes-Feb-
ruary 1981," Bureau of Labor Statistics, Department of Labor,
March 6, 1981 - - 108

FRIDAY, APRIL 3, 1981
Cox, William A., et al.:

Prepared statement ------------------------ 6
Norwood, Hon. Janet L., et al.:

Table reflecting unemployment rates by alternative seasonal adjust-
ment methods-154

Press release No. 81-174 entitled "The Employment Situation: March
1981," Bureau of Labor Statistics, Department of Labor, April
3,1981 - 155

Press release No. 81-175 entitled "Producer Price Indexes-March
1981," Bureau of Labor Statistics, Department of Labor, April
3, 1981 - 175



V

FRIDAY, MAY 8, 1981

Norwood, Hon. Janet L., et al.:
Table reflecting unemployment rates by alternative seasonal adjust- Page

ment methods -206
Press release No. 81-233 entitled "The Employment Situation:

April 1981," Bureau of Labor Statistics, Department of Labor,
May 8, 1981 -207

Press release No. 81-234 entitled "Producer Price Indexes-April
1981," Bureau of Labor Statistics, Department of Labor, May 8,
1981 -226

Sawhill, Isabel V.:
Prepared statement -__ -------------- _ 244

FRIDAY, JUNE 5, 1981

Norwood, Hon. Janet L., et al.:
Table reflecting unemployment rates by alternative seasonal adjust-

ment nmethods -258
Press release No. 81-293 entitled "The Employment Situation: May

1981," Bureau of Labor Statistics, Department of Labor, June 5,
1981 - _------------ 260

Press release No. 81-294 entitled "Producer Price Indexes-May
1981," Bureau of Labor Statistics, Department of Labor, June 5,
1981 - 279

Response to Representative Reuss' query regarding any other period
when the national unemployment rate registered a significant in-
crease, while the rates for blacks and teenagers did not - _-_-_-_ 295



EMPLOYMENT-UNEMPLOYMENT

FBRIDAY, JANUARY 9 1981

CONGRESS OF THE UNITED STATES,
JOINT ECONo3ic COMMITTEE,

|Vashington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 2118,

Rayburn House Office Building, Hon. Henry S. Reuss (chairman of
the committee) presiding.

Present: Representatives Reuss and Rousselot; and Senator
Mattingly.

Also present: James K. Galbraith, executive director; Richard F.
Kaufman, assistant director-general counsel; Charles H. Bradford,
assistant director; and Mary E. Eccles and George R. Tyler, profes-
sional staff members.

OPENING STATEMENT OF REPRESENTATIVE RErss, CHAIRMAN

Representative REUSS. Good morning. The Joint Economic Com-
mittee will be in order for its monthly hearing on prices and jobs.

We are particularly happy to welcome you, Commissioner Nor-
wvood, in the new year of 1981, even though, as has been the case in
recent months, you're not a bearer of particularly good news. Your
reports show that both unemployment and inflation-as measured by
the producer price indexes-continue to be unacceptably high. The
December unemployment rate is still about as bad as it was last spring.
Producer prices are still double-digit and have now risen by 11.7 per-
cent since this time a year ago. To be sure. recent news is no worse
than that which prevailed in the months leading up to the November
election, but it isn't any better either, and it's certainly not good.

What can we do'? Must we be bound by the old Phillips curve theory
that if we do anything to help unemployment we raise inflation and
if we do anything to clobber inflation we raise unemployment?

President-elect Reagan has not yet presented his economic program,
but whatever the details may be, the broad outline is clear enough.
The new administration is committed to using reductions in income
taxes and social spending, increases in defense spending, and monetary
restraint to restore a climate of growth and renewed prosperity. And
it is counting on that climate-acting through the money markets
and thirough work incentives-to lower inflationary expectations. In
fact, if people believe that inflation is under control, they won't feel
impelled to raise the prices of their goods periodically 'and to raise

' ~~~~~~~~~~~(1)
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their wages. And, if they are money lenders, they won't feel impelled
to add an inflationary premium, and we will, in short, attain a nirvana
of maximum employment without inflation, which is our joint goal.

I believe that President-elect Reagan's plans ought to receive a fair
hearing in the Congress and a fair trial. Personially., I would have be-
lieved that a combination of tax reductions-mainly benefitingg the
wealthy-military expenditure increases, and the small amount of
feasible expenditure reductions in discretionary social spending pro-
grams, would generate more inflation rather than less. But I am willing
to be proved wrong, and indeed would be delighted to be shown, by the
success of President Reagan's program, that I am wrong.

Nevertheless, there is an obvious problem which the new aclministra-
tion must face. It will take months before the full set of proposals is
acted upon by the Congress. If it is enacted, it will take weeks or
months more before the effects are felt. Yet, as recent price statistics
clearly indicate, inflation remains terrible in the interim, and, owing to
expected price rises in energy and food particularly, it is likely to get
worse. If so, the actual climate of bad and worsening news may wreck
the psychological impact which the Reagan program might otherwise
have.

Faced with this difficulty, the Reagan administration may find that
a short-term emergency program to break inflationary expectations is
required. An immediate, 6-month freeze on wages and prices would
accomplish this end, and build the necessary psychological bridge over
the difficult period ahead, thereby enabling the ideas of the supply side
economists to enjoy a full and fair test.

If the new administration discovers, on mature internal reflection,
that such powers are indeed necessary, it should not hesitate to ask the
Congress for them. I have not been an advocate of wage-price controls
in the recent past for the simple reason that I believe they are worse
than useless unless they are accompanied by a full-fledged structural
program to eliminate the root causes of inflation. Otherwise, they will
have only the most short run effects. In the past we have not had such
a program. The Reagan administration believes that it will have a
comprehensive program, and I for one am willing to give them the
benefit of the doubt. Therefore, if the new President decides that he
needs to equip himself with the tools for possible economic policy suc-
cess, including the authority to invoke mandatory price-wage controls,
then I would want to cooperate with him, particularly in the House
where the Democrats are in the majority, and where there might be
some tendency not to be cooperative with a Presidential initiative. I
am reasonably confident that enough Democrats could make the differ-
ence and could be added to the Republicans in responding to their
leader's request. So I would do everything within my power, if that's
what the administration should want, to secure the enactment of
whatever wage-price authority is requested, retroactive to January 1,
1981.

Now. Commissioner Norxvood. againist that g(eneral btackground.
we would be most happy to have you comment on the specific figures
which you give to us today.
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STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND JOHN E. BREGGER, CHIEF,
DIVISION OF CURRENT EMPLOYMENT AND UNEMPLOYMENT
ANALYSIS

MIs. NORWOOD. Thank you, Mr. Chairman.
I am pleased to have this opportunity to provide the Joint Eco-

nomic Committee with a few brief comments to supplement the Em-
ployment Situation and the Producer Price Indexes press releases, is-
sued by the Bureau of Labor Statistics this morning at 9 a.m.

The unemployment rate for December, at 7.4 percent, was little
chaniged front November, but somne improvement in the economy oc-
curied, as both the number of payroll jobs and the factory workweek
continued to rise.

In accordance with customary BLS practice with the release of data
in January, the seasonally adjusted series front the household survey
have been revised to take into account data through 1980. The data
released today confirm the sharp rise in unemployment registered dur-
ing the first half of 1980 and show that since May the unemployment
rate has fluctuated between 7.6 and 7.4 percent. The jobless rate for
adult men, which reached 6.6 percent in July, dropped to 6.2 percent
by the end of 1980.

In December, total employinent, as measured by the household sur-
vey, was about unchanged, but the business survey showed an in-
crease of 200,000. Gains occurred in both the goods- and service-
producing sectors, and the factory workweek rose three-tentlhs of an
hour to 40.2 hours. Factory overtimmie also increased over the month.

During 1980, according to both surveys, employment reached a high
in F'ebruary and then dropped by more than 1 million in the next 4
months. Since July, both surveys have shown substantial employment
gains. Manufacturing jobs rebounded by 500,000 and construction by
175,000, although employment in both industries remained well below
prerecession levels. The service-producing sector, less affected by the
recession than the goods-producing sector, had recovered its job losses
by August and moved ahead by another 375,000 by December. At the
end of 1980, there were more than 1 million more jobs in the service-
producing sector than there were a year ago.

The factory workweek, which dropped by more than an hour be-
tween January and July, regained virtually all of this decline by
December. The comprehensive index of aggregate weekly hours
dropped by about 4 percent from January to July; by December, it
had recovered about three-quarters of this curtailment.

Over the past year, the civilian labor force increase-900,000-was
substantially below the pace of prior years. It is too soon, however,
to determine whether this slowdown is the result of short-term cyclical
factors or the beginning of a new long-term secular trend. Different
factors affected each of the major demographic groups. The teenage
labor force declined slarply-by nearly 550,000-in 1980, reflecting
both a drop in the teenage population and a decline in the proportion
of that population in the labor force.
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In 1980, the number of adult women in the labor force grew by a
little more than 820,000, only about half the increase registered in
previous years. Their labor force participation rate, which rose steadily
throughout the decade of the 1970's-from 43 percent to about 51 per-
cent-leveled off during 1980. In December, this rate had advanced
only slightly-to 51.4 percent. The same stable pattern occurred in 1980
even for young women in the 20- to 34-year-age group whose partici-
pation rate had climbed the most dramatically over the last decade.

For adult men, the labor force increase in 1980 was the smallest since
the 1974-75 recession. The participation rate for adult men, which had
declined steadily through the first half of the 1970's, leveled off during
the 1976-79 period and then began dropping again in 1980. At the end
of the year, 79 percent of the adult male civilian population were in
the labor force; the rate had been nearly 83 percent in early 1970.
Much of the secular decline has been among men in the older age
groups.

PRODUCER PRICES

Producer prices for finished goods rose 0.6 percent from November
to December and 11.7 percent from December 1979. The over-the-year
change was somewhat smaller than the increase during 1979 as the
rates of price increase for finished energy goods and consumer foods
decelerated. However, price increases for nonfood, nonenergy items
increased more in 1980 than in the previous year.

In December, food prices declined at all three stages of processing-
finished, intermediate, and crude-and prices of energy rose. In addi-
tion, price increases for capital equipment and for some important
intermediate materials for further processing, such as steel mill prod-
ucts, lumber, millwork, paper, and woodpulp accelerated. Motor
vehicle parts prices rose almost 17 percent in December, accounting for
nearly half of the increase in the intermediate materials index.

At the crude materials level, prices turned down not only for food-
stuffs but also for such items as nonferrous scrap, hides, skins, and
rubber.

The fact that energy prices have accelerated significantly in recent
months, after several months of moderation, bears watching. Althotigh
these prices are not now increasing at the levels registered late last
year and early in 1980, the magnitude and duration of chances in
energy prices in the coming months will be an important factor in the
inflationary climate for 1981.

In summary, the overall employment situation continued to im-
prove in December, as payroll jobs increased for the fifth consecutive
month, and factory houns rose. Both the total unemployment rate
and the rate for adult men, which had risen sharply during the second
quarter of the year, had shown some improvement by yearend.

Upward price pressures continued in December, although the rates
of price increase at the end of the year were somewhat less than those
prevailing in the latter half of 1979 and the first quarter of 1980. Food
prices, which had risen sharply during the summer months. declined
in December at all three stages of processing. In recent months, some
shifts have occurred in the sources of inflationary pressures as energy
prices have once again begun to accelerate and prices for some inter-
mediate materials for further processing have gone up substantially.
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I am accompanied by my colleagues, Mr. Bregger and Mr. Layng,
and we would be very hal~ppy to try to answer any questions you
mizlht have.

[The table attached to Mfs. Norwood's statement. together with the
press releases referred to, follows :]

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-1 1
X-11 ARIMA method method

Unad- - (former Range
justed Con- official (coIs.

Month and year rate Official current Stable Total Residual method) 2-7)

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

1979: December - 5.6 6.0 6.0 6.0 6.0 6.1 6. 0 0. 1
1980:

January- 6. 8 6. 2 6.2 6. 2 6. 3 6.2 6.2 .1
February- 6. 8 6. 2 6.2 6.1 6.2 6.2 6.1 .1
March. -6.6 6.3 6.3 6.2 6.3 6.5 6.2 .3
April -6.6 6.9 6.9 6.9 6.9 6.9 6.9
May -7.0 7.6 7.6 7.7 7.7 7.3 7.6 .4
June -7.8 7.5 7.5 7.4 7.4 7.3 7.6 .3
July- 7.9 7.6 7.6 7.8 7.6 7.5 7.8 .3
August -7.5 7.6 7.6 7.7 7.5 7.5 7.7 .2
September -7. 1 7.4 7.4 7.4 7. 3 7.3 7. 5 .2
October- 7. 1 7.6 7. 6 7.6 7.5 7. 5 7.6 .1
November -7.1 7.5 7.5 7.5 7.5 7.5 7.5
December -6.9 7.4 7.4 7.4 7.4 7.4 7.3 .1

Explanation of Column Heads

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

ponents-agricultural employment, nonagricultural employment and unemployment-for 4 age-sex groups-males and
females, ages 16 to 19 and 20 yr and over-are seasonally adjusted independently using data from January 1967 forward.
The data series for each of these 12 components are extended by a year at each end of the original series using ARIMA
(autoregressive, integrated, moving average) modelschosen specifically for each series. Each extended series is then season-
ally adjusted with the X-11 portion of the X-l1 ARIMA program. The 4 teenage unemployment and nonagricultural em-
ployment components are adjusted with the additive adjustment model, while the other components are adjusted with
the multiplicative model. A prior adjustment for trend is applied to the extended series for adult male unemployment
before seasonal adjustment. The unemployment rate is computed by summing the 4 seasonally adjusted unemployment
components and calculating that total as a percent of the civilian labor force total derived by summing all 12 seasonally
adjusted components. All the seasonally adjusted series are revised at the end of each year. Extrapolated factors for
January-June are computed at the beginning of each year; extrapolated factors for July-December are computed in the
middle of the year after the June data becume available. Each set of 6-mo factors are published in advance, in the January
and July Issues, respectvely, or "Employment and Earnings."

(3) Concurrent (X-11 ARIMA method).-The procedure for computation of the official rate using the 12 components
Is fullowed except that extrapolated factors are not used at all. Each component is seasonally adjusted with the X-l1
Al RMA program each month an the most recent data become available. Rates for each month of the current year are shown
as fitcomputedthey arerevised only onceeach year, atthe end of theyear when data forthefull year become available.
For esample, the rate for January 1980 would be based, during 1980, on the adjustment of data from the period January
1967 through January 1980. Since the revision pattern and procedure for computation of the rate are identical to the official
procedure, the renults of this method will be identical to the official rate at the end of each year when the most recent
observation is December.

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

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

(6) Residual (X-t1 ARIMA method)-This is another aggregation method, in which total employment and civilian labor
force levels are extended using ARIMA models and then directly adjusted with multiplicative adjustment models.The
seasonally adjusted unemployment level is derived by subtracting seasonally adjusted employment from seasonally
adjusted labor force. The rate is then computed by taking the derived unemployment level as a percent of the labor force
level. Factors are extrapolated in 6-mo intervals and the series revised at the end of each year.

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

Methods of adjustment.-The X-11 ARIMA was developed at Statistics Canada by the seasonal adjustment and times
series staff under the direction of Estela Bee Dagum. The method is described in the "X-11 ARIMA Seasonal Adjustment
Method," by Estela Bee Dagum. Statistics Canada Catalog No. 12-564E, February 1980.

The standard X-11 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).

Source: U.S. Department of Labor, Bureau of Labor Statistics, January 1981.
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will not move over their wires copy bhsed on I-formation in this release,

(2) electronic media will not feed such infornatton to member stations, and

(3) representativen of news organizations vill not give such information to

persons outside those organioations.

THE EMPLOYMENT SITUATION: DECEMBER 1980

both total employment and unemployment in Decembec remained near their November levels, the

BSauoa of Labor Statistics of the U.S. Depr.tment of Labor reported today. The overall

unemployn.est rate was 7.4 percent, close to levels which have prevailed since May.

Total employment--as measured by the mosthly sarvey of hoaseholds--was sbout unchanged in

Dece.obr at 97.3 nillion, still none 500,000 below the February 1980 peak.

In contrast, nonfarm payroll employment--as measared by the mosthly survey of

entablishmests--rone by 200,000 is December to 91.1 million, its fifth consecutive monthly

increase. Overall, job gains in the latter half of 1980 have nearly recosped losses earlier in

the year, although employment was still sharply down in monufacturing and construction. The

factory wnrkweek rose 0.3 hour Sn December to 40.2 hours, essentially back to its prerecession

level.

Unenoloymseot

The Nation s unemployment rate was 7.4 percent in December, sboot unchanged fros the

previoun month's 7.5 perceot rate. As revised, based on updated seasonal adjustment factors,

the rate had risen from 6.0 percent in December 1979 to 7.6 percent in May. Since May, the rate

has fluctuated narrowly between 7.6 and 7.4 percent. The number of unempluyed totaled 7.8

million in December, a millios and a half above the year-earlier level, with adult men

accounting for two-thirds of the increase. (See table A-i.)

NOTE: This release incorporates revisions in sea.sally adjusted unemployment and other

labor fonce series derived frem the housshold survey. The revisions altered the ovnrall rate in

8 months of 1980. The 1980 overall rates as originally published and as revised, plus

additional information on the revisions, appear on page 6. Appended to this release, in

addition, arm selected annual averages for many of the household and establh .me.t series

(tables 1-6).
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There was also little change is the oepl~oymert rates for major deSographic groups Is

Deceobar--adult see (6.2 perceot), adult somes (6.8 percet)., teenagers (17.8 perceot), whit-s

(6.5 perceot), block amd other wrkers (14.0 perceot), sod Hispanics (9.8 percent). Adolt moo

wore the cast seriously affected age/.ee group it the 1980 downturs, as their rate incresasd

from 4.4 perceot is Decesbor 1979 to 6.6 perceot is the July-Septeber period before decliniog

slightly it receot mooths. The rote for odult womeo increased 1.1 pointa over the year to its

Deceober 1980 high, while that for teesagers was up 1.5 peints is the same period. (See tables

A-I, sod A-2, and A-9.)

Table A. Major itdieators of laebr arket activity, meas.oally adjumted

I Quarterly averages | Mosthly data

Category I I | | Nov. -
1 1979 | 1980 | 1980 . 1 Dec.

I I I I I I I change

| IV I III I IV j Oct. I Nov. I Dec.
HOU8EHOLD DATA |

Thousands of persona
Civilias labor force .......... 103,7411104,9821105,1731105,1671105,2851105.0671 -218

Tota l employment ......... . 97,5721 97.0611 97.2761 97,2061 97,3391 97,2821 -57
U e.ployme.t. 6,1691 7,9211 7,8971 7,9611 7,9461 7,7851 -161

Nlt ia labor force.I 58,8501 59,4931 59,9061 59,7171 59,7971 60,2051 408
Discouraged workers . 7661 9611 1,0551 N.A.1 N.A.1 N.A.1 N.A.

i I I I I I I

I Perce.t of labor force
UOeeployme.t rates: I I I I I I I

All workers . ......................... 5.91 7.51 7.51 7.61 7.51 7.41 -0.1
Adult sos .. .I............... 4.41 6.61 6.31 6.41 6.41 6.21 -0.2
Adult user . .I.............. 5.71 6.41 6.71 6.71 6.71 6.81 0.1
Teeagers . ................ 16.21 18.41 18.31 18.51 18.61 17.81 -0.8
White . .I............... i 5.21 6.71 66 6.61 6.61 6.51 -0.1
Black and other . . I............ 11.31 13.91 14.11 14.21 14.01 14.01 0
Hispanic origis . . I............ 9.01 10.81 10.21 10.71 10.21 9.81 -0.4
FPll-tios workers..................I 5.51 7.31 7.31 7.31 7.41 7.31 -0.1

ESTABLISHMENT DATA ' |
I Theasseds of lobs

Nosfare payroll amploy .est . . I 90,5571 90,131I90,916pl 90,710190,917pl91,122pi 
2

05p
Coods-producing idtries ............ |26,5491 25,317125,785pl 

2
5,

6
3

6
125,804p|25,916p1 11

2
p

Service-producing iedustries. .. |64;0081 64,814165,131p| 
6
5,074165,113pl65,206p1 93p

I Hours of wrk
Average weekly hours: lI I I I

Total private so... ................. 35.61 35.11 35.4pl 35.31 
3
54pl 35.4pl Op

Ka.ufacturiog ...................... I 40.11 39.31 
3 9
.
9
pl 39.71 39.9pI 40.2pl 0.

3
p

Manufactrig overtime .............. 3.21 2.61 
2
.

9
pl 2.81 2.9pl 3.IpI 0.

2
p

p-prslimisary. N.A.-.ot available.
NOTE: Hoasehold data is this table have bees revised. See sote on page 6.
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The unuber of persons on layoff and pertoanetly separated fr.. their jobs (job loners) at

4.2 million in December, was little changed fran the previous 2 nooths. The number of job

losers had increased from 2.8 illion in December 1979 to a high of 4.5 million in J..n. Job

losera accounted for 54 percent of the jobless total is December; people entering the labor

forc and those leaving their jobs comprise the balance. (See table A-7.)

The median duration of unemployment derlined in Docember to 7.3 from 7.7 weeks but was still

1.7 weeks longer than a year ago. (Sne table A-6.) The soaber of persons onemployad for 15

weeks or longer was 2.4 million, sbot the esae no is November bht 1.1 nilliom'higher than a

year ago.

Total fplloy..ent and the Labor Force

All the najor worker groups emperienced little over-the-sooth change in their employment

levels. Despite increases totaling 500.000 since Jun, the number of employed persona in

December was still 540,000 below the February peak. The eoploy ent-pnpolati.n ratio, at 58.1

percent in December, has bees aboot unchanged since June, after declining a fill precentage

point from December 1979.

The civilian labor force, at 105.1 million in December, was off slightly from the previous

sooth. Over the past year, the labor force increased by sboot 900,000, a substantially slower

parc than in recent years. The overall labor force participation rate edged down 0.2 point to

63.6 percent in December. Over the year, the participation rate darlined for adult en and

teenagers. Women's participation was up slightly from last Dece-br, but their rate stabilieed

at sboot 51.4 percent is 198i ; this is in contrast to the rapid gains in labor force activity in

prior years. (See table A-i.)

Discouraned Workers

The somber of discouraged wrkers in the fourth quarter of 1980 was 1.1 illion op sboot

100,000 over the previous quarter and nearly 300,000 over the year. (Discouraged workers are

peranon ho. report that they want to wrk but are not looking for jobs because they believe they

cannot find any.) Slacks and wmen accounted for most of the increases. About 70 percent of the

discouraged cited job-market factors as the manso for their discouragemest. (See table A-i).)
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Industry Payroll Employment

The number of employees on nonagricultural payrolls rose by about 200,000 to 91.1 miLlion in

Deceober. This was the fifth consecutive monthly advance; since July, the number of payroll

Jobs han increased by one and a quarter million but was still slightly below the Febrnary peak.

(S1. table B-i.)

Manufacturing employment showed improvenent in December, as it han every mosth since the

July recession low. Factory jobs increased by 65,000, with gains in both durable and nondurable

goods. In durable goods, electrical equipment and primary metals registered the largest

advances. In nondurables, increases occurred in printing and publishing, rubber and plastic

products, and apparel, while there was a decline in food processing. Factory employment was

still 780,000-short of its Juse 1979 high.

Construction employment rose by 30,000 in December but won 250,000 below its January peak.

Mining registered a December increase which brought its over-the-year gain to 00,000 jobs.

The service-producing sector continued to grow in December as it had almost contimnously

throughout 1980. The December increase of 95,000 was cencentrated in the services industry and

in finance, insurance, and real estate. There was, however, a small decline in retail trade,

which has exhibited some weakness in recent months.

HMurs of Work

The average w-rkweek for production or nnonspervisory workers on private nosfarn payrolls

reuined at the Novemher level of 35.4 hours. The December corkweek sas op 0.5 hour frem the

July low of 34.9 but wan still below the year-ago prerece.nion high of 35.7 hours. The

manufacturing workweek jumped 0.3 hour over the month to 40.2; this -as the fifth straight

monthly advance, bringing factory hours 1.2 hour above the July level and within a tenth of the

Jaucary high. Factory overtime rose by 0.2 hour to 3.1 in December. (See table B-2.)

The indon of aggregate weekly hours of production or non.upervisory workers on private

sonfars payrolls rose 0.4 percent in Decemher to 125.7 (1967-100). The lodex has increased 3.1

percost since July bht was still 1.1 percent below it. January peak. The .n.nfactoring loden

won up 1.3 percent over the month. (See table B-5.)
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HourIl and Weekly Earnings

Average hourly earnings of production or nonsupervisory workera on private nonfarn payroils

ruse 0.6 percent over the month (seasonally adjusted). Average weekly earnings -re up 0.6

percent from November. Before adjustment for .ea.on.lity, average hourly earnings ruoe by 2

rents over the month to $6.94 and 56 ents over the year. Average weekly earnings anre $247.76,

up $3.48 over the month and $18.72 from a year earlier. (See table B-3.)

The .ourly Earninos Index

The faurly earnings Indes--earnings adjusted for overtime in manufacturing, se..onility. and

the ffects of changes in the proportion of workers in high-age and mw-wage industrien--wus

261.6 (1967-100) in December, 0.4 percent higher than in November. The Index was 9.3 percent

above Decenber a year ago. In dollars of constant purchasing power, the Inde. decreased 2.5

percent during the 12-month period ended in November. (See table B-4.)
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NOTE ON SEASONAL ADJUSTMENT

At the end of each calendar year, the Bureau of Labor Statistics revises the seanocally

adjusted labor force series derived fran the Correct Population Survey (household survey) to

icorporate the emperieice of that year. As a result of the recalculatioc of the seasooal

factors, seasonally adjusted data for the cost recent 5 years are subject to revision.

The seeas.al adjustoest methodology reflects the two ajor codifications introduced at the

beginning of 1980. First. the labor force data are being seasonaily adjusted with the

X-I/ARIMA seasocal adjustment procedure, which replaced the standard X-li method used

previously. Second, seasonal factors are being calculated for use during the first 6 oustha of

the year rather than for the entire year. Is July, the Bureau calculates and publishes a sew

set of seasonal factors for use is the second half of the year, based on the experience through

June. Revisions of the historicai data are cade eoce a year. at the end of each calendar year.

The table below contains the seasonally adjusted overall useeployment rates for the past 12

mosthc as originally published and as revised. Previnusly published data wore altered by 0.1

percentage point in 4 months of the year and 0.2 percentage point in 4 months. The 19N0 annual

average rate (7.1 percent), which is calculated using unadjusted data, is not affected by

seasonal adjustment revisions.

New seasonal adjuatme.t factora to be used to calculate the overali unemployment rate during

January-Jose 1981, a description of the current seasonal adjustment methodology, and revised

data for the moat recent 13 months or calendar quarters (tables A- 1, 2, 33-42, and 44-53) will

appear in the January 1981 issue of Elovnent and farninas. Revised data for the entire

1976-80 revision period for nearly 500 labor force series will be published, as is the usoal

practice. in the February 1981 issue. Historical data (munthly and quarterly) from the tine of

the inception of the various series may be obtained from the Bureau upoo request. (Contact John

Stinsom, 202-523-1944.)

Revised seasonally adjusted unemployment rates in 1980

As previously
Month published As revised

January 6.2 6.2

February 6.0 6.2

March 6.2 6.3

April 7.0 6.9

May 7.8 7.6

June 7.7 7.5

July 7.8 7.6

August 7.6 7.6

September 7.5 7.4

October 7.6 7.6

November 7.5 7.5

Decmber 7.3a 7.4

C Not published

83-655 0 - 81 - 2
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Chart 1. Civilian labor force and employment
(Seasonally adjusted)
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Chart 2. Unemployment rate-all civilian workers
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Explanatory Note

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

The establishment survey provides the information on
the employment, hours, and earmings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
166,000 establishmentsiemploying about 35 million
people.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Sampling variabilIty
Statistics based on the household and establishment

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

standard error from the results of a complete census. At
the 90-percent level of confidence-the confidence limits
used by BLS in its analyses-the error for the monthly
change in total employment is on the order of plus or
minus 279,000; for total unemployment it is 194,000;
and, for the overall unemployment rate, it is 0.19
percentage point. These figures do not mean that the
sample results are off by thems magnitudes but, rather,
that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ from the
estimates by more than these amounts.

Sampling rros for monthly surveys are reduced
when the data are cumulated for several months, such
as quarterly or annually. Alin, -is a general nT,
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the etimai$-"
of the size of the labor force is subject to less
error than is the estimate of the number unemployei.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller
than is the error for the jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .24 percentage point; for teenagers, it is
1.06 percentage points.

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

Addidonal atiastic and other Information
In order to provide a broad view of the Nation's

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for S2.75
per issue or S22.00 per year from the U.S. Govenment
Printing Office, Washington, D.C. 20204. A check or
money order made out to the Superintendent of
Documents must accompany all orders.

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

Table A-1. Employment status of the population by sox and age
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HOUSEHOLD DATA HOUSEHOLD DATA

Table A.2. Employment status of the population by race, aox, and age
(Nub. In MWS

I - I
8979 * 980 8980 1979 j1980 * 9080 L 980 1980 8480

.1..........................884.267 8459.995 886. 140 144. 267 14 5. 530 845.687 885.848 845.995 186,.88
3. .. 1....................... 1.62 1 8.36 .64 8 .6 21 1.630 8.636 1.638E 1. 636 8.660

03118, 401.8i PEV.8 ................ 142.64 5 144..359 184. 500 842.685 84 3,90 0 144.051 -8.28 844I.. 359 884, 500
O.81.ltl.. ~~~~~~~~... ... .91.509 92.585 92. 879 88.651 9 2. 288 9 2.317 92.588 S2.562 9 2.383

. ..................... 64..2 64.8 6 3.8 68.3 88.8 84.8 64..2 64.8 63.944.4 86...... 93 86. 7815 86.590 86.809 86.067 86.9307 86.371 86.409 88. 377

18.,......... 8.9 6.3 . 6.8 5.3 6.7 6.5 6.8 6.8 6.5

a.o.1 .8 ............... 8.725 49.355 8 9.264 48.860 49.356 49.485 49.46 1 49.68a1 498.489
.... .............n 79. 7 79.6 79.3 80.0 79.9 79.9 79.8 4. 79.6e

...*........8.9016 865.837 6.69~11 46. 961 46. 500 4.6556 6.660I, 86.; 688" I 86.728
6,.wi~~~y,,.4788.d.8.4,8j.' . 7~~~~5.2 74. 73.6 75.3 13.7 33.7 778 7.3 7.

..... ....... .... 8. 8189 2 .519 2,573 8. 840 2.858 2.859 28 .9 .2
260,.84804 3.7 ~~~~ ~~~~ ~~~~ ~~~~ ~~5.1 5.2 3.9 5. 5.8 5.7 5.7 5.5

cl.0 as ~~~~~~~~~~~~~~~~~34.578 35..44 35. 214 36.246 34.8846 34.765 348.883 34.47l2 34. 910
58.0I 581.6 51. 2 58. 5 50.9 50.7 506 5. 50 .7

.......... . 1~2. 975 33;. 48 33. 6317 32.5'96 3 2.812 3 3 2 .7841 32.88 32.98~4 3 2.88
81842484,..47..12848.184.' . 88~~~ ~~~~.6 4.6 4.3 47.4 479 8. 7.6 47.9 87.14,...841.8 ~~~~~~ ~~~~~~ ~~1.597 1.986 1.897 1.73 2.3 1.2 2.8 202 ;2.5

.,,44,8 8 ............. .6 5.6 5.4 . . 5. 5. 58 59

.. ................... 4 1 6.8 7.786 7.6696 0.2545 8.086 8.837 8.972 8.10 889 8.26

.8 0 ............... 59.6 57.3 56.8 62. 59.f 5 9.6 60. 5.7 9.
60348.0 ~~~~~~ ~~~~~~ ~~~~7;.883 8 .5001 1 61.58 7.332 6 .3414 6.1910 6.866 6.788, 6.7981

..... . ........ 8.808o 1. 20, 8.895 1.21i3 1 .382 1.227 8.306 1.328 8. fL
.............. ... .. 13.4 86.5 14.5 84.2 16.6 85.8 16.0 16. 4 15.4

1~4.3 18.6 86.7 14.8l ; 17. 86:.2 87.3 87.7 16.
4.,~~~~~~~~~~ 82.~~~~~~~~~5 1. 122 8. 85.5 83. 84. 88. 1 4.'2

5881,,31804.4..280.08~..20... .. 1.6381 21. 206 21. 255 20,631 281.88,48 21.102 28.157 28. 206 28.255
-------- 2.0 . 1 4668 20.48 '3' 248 I 8 86 0 4 .I 0 64 4865 883 483 488

0.88.,,o .8w...28 . 20.863 20.723 20.778 20.863 28,568 20.687 20.677 20.723 20.778~~~~~~~~7 0.11 20.2 3 .. 71
0.81., .448 82.3~~~~~~~~~~~~~1;79 62;.78 82. 599 12.4 28 82.630 12.637 82.686 12.706 12.6

P848.486.4 61.3 60o.7 681.8 61.4 88.5 68.8I 68.3 61.0o
........... "::: 1�1.054 I; 11.06 10. 955 80. 993 8 0.902 10.84 10.808 10.922 10.895

5. 589 58.5 53.3 58.8 58.'6 51.8 8. 5 58.3
...... ~~~~1.3281 1;3.68 8.644 8..24 8.728 1.783 8.802 1_,7841 8.773

18414.480 80~~~~~~~~~~~~~~~.7 8.3 83. 88.5 83.7 88.8. 8. 88.0 14.0I

. ..408. . .............. 5. 981 6. 052 8. 016 5.935 6.049 6.064 6.030C 6. 042 6.085
................... 75. 9 7 5.0 74..4 75.8 75.7 35.6 75.0 749 3.

5.8239 5.362 5. 349 5,.40 .98 5 6 5.30 5.35 .5
6. 63.5 63.72 65.~9 432! 6;2.7 63.0 63.0 7.

582 690 66 53 758 798 730 723 7008.6 88.8 88.1 9.0 82.5 83.2 82.1 82.0 88.6

oa.,,.8 5~~~~~~~~~~~~~~~~%.886 5.70 5;.63 5.462 5.2 .58 568 .52 5.654~
56. 565 5. 5. 62 5. 568 6. 55.

4.79 5.8 5.016 8.915 5.C17 8.978 4.. .6 .956
............... 50.7 89.8 89-. 50.0 89.9 9.8" 49.0, 49. 8.4

. ...... 11~~~~57 657 687 597 612 590 695 687 644
0,,..w 4 92 88.5 88.4 0.0 80.9 80.6 1 2. 82.2 12.3

................. 987 443 920 8.024 992 8.085 8.008 8.082 999
37.3 36.8 35.9 40. 77. 0.9 39.8 39. 5 39.0

686 605 58~~~~~69 67 59 650 63 682 624
84.488,4.8440..,..I . . ~~~~~ ~~~~~24.7 23.0 2 2.4 25.9 22.6 241.7 24.0 28.8 23.7.,04...38.39.30 38 358395 37 370 375

................ 8 38.8 35.9 3 5.9 33 .8 33.6 37.8 37.4. 36. 6 37.
............... 38. 6 355.6 39. 6 384 9. 377 8. 359 88

............. 32.0 36.3 38.7 35. 3. 37. 364 37.4 36.

nOTE: f I_ ..0 0 _ � 1- 6189- -. -1-80 888 -84 ogf ,



17

HOUSEHOLD DATAHOUSEHOLD DATA
Table A-3. Selected employment indicators
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Table A-4. Range ot unemployment measures based on varying definitions of unemployment and the labor lorce,

seasonally adjusted
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Table A-&. Major unpedo nt Indator., seasonally adjusted

HOUSEHOLD DATA
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Table A.7. Reason for unemployment
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HOUSEHOLD DATA
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Table A11. Persons not In labor force by reason. se., *nd raem, quarterly a ges

HOUSEHOLD DATA
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.Tub A-12. Elpeyet elfte . the m*Ulh populat h tc S. the tn It t Sttes
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Tobl. B-I. Enploy-. 0Do non.gqiCUtur.I p.yrois by industY

0.c. O1. 60v. D .e.p00c. 4u. 9.7.. 0p0. Nov. 0.c.
1919 1980 1980 1980 P 1979 1980 1980 1980 1980P 1980'

TOTAL ................................ 91 39 991332 91.6 52 11,3 9.8 612 90.71 D. 90.3891 g.7 80.91, I 11122
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MINING 8............................ 98 |1,039 1.035 1.063 80 1,013 1.022 1,037 1,0o5 1,070
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737.4 686.9 682.9 679.9 746 662 674 677 683 685
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-- il_7mr~ln71" ............. ,, 23. 1,-604. 6 1,615.3 1.6.5.8 4.7.8 2,569 1,587 1,595 1,606 2,603
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79.3 1.88,71 1.9136 7,9161 2,037 1. . I599 2.873 1 7.92 14.8
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L0I ..77W.. 2 0_5 24,. 0.6 204.2 237.8 246 240 210 220 20O 238
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Tubl. B-2. Avorug. VA ky h.OU. of production or nonu.. p.rvisoty worirs- on privoto
nonugrioultu~ru payroloh by industry

7979 1 980 Ro987 19808 191 1980 As 1 980 1 980 19o v 7980c

TOTALPWIVATE .......... ............ 35.9 95.3 35.3 35.7 35.7 35.3 15.2 35.3 35.4 35.4

INING ...................................... 4 3.9 43.5 43.5 44.1 (') (') (') () ( ()

CON5TRUCTION ................... 4............ 37.9 36.7 37.0 37.2 36.5 37.0 37.0 37.1 37.0

MANUFACTURING .0....................... I.9 39.4 40.2 43.9 47.2 39 39.6 39.7 39.9 4.2

O. 3.4 3.9 3.3 37....... ................ 3 3.8 2.9 3.

DURA.LE 3008 ...................... 42......... 6 47.3 *0.7 41.7 .7 7 59.9 40.1 40.12 0.5 47.8

amm. 3. 0.9 3.3 3.4 3.2 0. 2.7 2.8 37................... 3 3.

Ltatt. .. .ou _ .. 39.2 39.0 39.2 39.7 39.7 38.9 38.9 38.7 39.3 59.5
F.8h nflo4...39.9 39.5 38.4 39.5 38.9 37.4 38.0 38.0 38.3 38.5
Sutoeay..dda.0 44----. *1.8 44.3 47.4 42.5 42.5 43.3 47.9 42.9 42.2 44.2
314to9.ta88_o 4...................... 0.9 39.9 40.2 47.4 43.7 39.2 '39.2 40.4 40.8 41.4
8300,t003140D .......................... 43.9 40.5 40.8 42.7 40.9 40.3 40.4 40.4 40.5 40.7
8
0tp0.,84.toozn-otlr..n 44.3 39.9 40.6 42.3 40.5 3. 39.5 39.9 420 80.3

.eonlpl~n ............ . 6 12.7 42.2 47.7 43.7 40.9 40.9 60.6 40.8 44.4 44.9
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u.7uortopln.tht .....................8 39.5 38.9 39.2 39.7 39.0 38.6 38.9 38.7 38.7 39.2

NI.U L . 0.0 .......................... 39.9 39. 1 39.3 39.9 39.4 38.7 38.8 39.0 39.0 39.5
O . ............................... 3 3.0 2..9 3 .20 38 . 3.7 2 .8 2.9 0

F dko . ........ 4............. 0. 39.7 40.8 40.6 39.9 39.8 39.7 39.4 38.8 40.2

Th,,at93 _ ............................... 39.4 40.3 4 0. 0 39.2 38.5 37.3 32.5 39.5 38.9 38.3
9.T3MXtalrteDot 6........................ 41.5 39.9 40.3 42.1 64.0 39.4 39.7 39.9 40.0 40.6
AwR Rhs .................................... 35.9 35.6 35.4 35.9 35.4 35.4 3 3 352 3 35.4 35.6

r_0tu.307000..4......... ..... ..... .. 3.3 42.2 42.7 43.7 42.8 42.8 42.2 42.2 44.5 63.0
88.0380,0.N48 . 38.3 57.2................ . .3 8 37. 582 37.4 37.4 36.9 32.1 36.8 321 .5
oataatdd.d.oo................ 42.2 42.4 42.0 42.4 64.8 44.0 47.3 42.4 64.7 42.0

6l o ................. 3.5 43.7 43.4 42.9 43.4 42.2 42.7 43.4 43.0 42.8
Rt~t~oo~a__~o~tt~pt0 67 ....................... 0.7 40.7 42.0 47.5 40.0 40.2 47.2 4.4 4027 40.8
138unt8000I087., ................................ 37.3 34.5 34.4 37.4 37.0 34.5 34.2 36.5 36.3 36.8

0I.ITI . .................. 0.7 399. 8 39.9 4 .0 (') : () (') (') (9) ( ')

DIHOLESALE AND RETAIL TRADE ... ....... 32.9 32.2 32.0 32.5 32.4 32.8 32.1 32.2 32.3 32.2

lOLESALETRADE ......... ............ 39.7 38.7 38.5 38.9 38.8 38.2 38.5 38.5 38.5 38.7
RETAILTROADE . . . . .......................... 2 I1. 30 30.2 30.2 30.2

REAESUTATE .................... 356.4 36.3 36.3 3.2 () 2( ( )

9ERVICE9 .......... ............. .. 32.8 32. 6 30.8 32.7 32.8 32.6 32.5 32.6 32.7 32.7

* D~u relate to production ooor In minIng ond nmuuaptObcD : t3lo cto wlaru 4eb 8070 n a d ot aa Rdoft _ edluod 0030388830309l ounpofel~t 75 unlls
.04In87930309073:493 oond otnspooey .0312 u30tIIn uD puolt ttID Ue 3300 l 6Ordy edasc Itn~ulso Pogmpononlru 08 4n08447 opnolt Dt
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S6_u 480705 £003037 tor evtooxltott Rogr.RttJor 093 totul onplotnont 130 P.8077317a
pinutu ton..uutlO~utl 8u389ie. c.ono21td.
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Table B.3. Average hourly aed wmkly earn ings Of prod.ction. or...n.upervi-or worker o Ii

nngiuurlpayroll by industry

TOTAL MIV.TE$63 169 $69 $69 1290 1226 9662 1673

nINIrOG 9.73..9..7......9.36.364..3.....60 46..62...9,39

MA.8 CU.. .............................. 6.97 7.69 7.33 7.76 283S.607 699.66 303.6 363.70

ooooc s......................-.... 7.4 9.02 9.13 9.26 309.67 36.2 336. 93 344.64

........... ............... 6.241 6.76 0.36 9 4.7 20 .61 664.99 066.17 668.73

7.6 374 7.93 7.93 29766 69.6 30.6 324~. 93
.~~r.~.~ 9.29.. 12.09 63.30 42.44 379.33 002.9 469.2 .634.3
1-d ~~~~~~~~~~~~7.66 7.68, 2.23 2.9 29.2 362.661 36.691, 326.93

eysy.,..ao0.v.602 2~~~~~~~~~~~~..... .63 9.6 94 .3 339 6.338.37 262.36
04n,0..d.6.ovy~~~~~~~~~~k~~noo...0..... 6.64 2.2 7.79 7.40 27.63 297.29 294.3 306.64
. 9.9...9.77 9.99 60.7 36436 46.3 46.00 440

......... .............-- ... 3.20 3.33 3.60 3. 70 20.40 263.90 269.32 2266.29

ncu .oc.u ................... ... 6.26 4.72 6.73 4.83 249.77 262.73 266.9 273.32

................. .... 6:.33 1 6.93 7.6 7.62 264.62 2 73.92 29.162 2 209.:026

4...... .87 3.24 3.23 53.9 20.66 206 .87 213.29 269.62
2.62y0 O,31.OyO,60 6~~~~~~~~~........ .38 4.73 . .73 4.79 63.6 667.44 694 676.9

p~~~o..yO.8i.2800,84 7.30 8.~~~~~~~~~~~~~~~~~09 8.69 9.26 366.2 30.4 3 49.7 302.96
9Iir~~~~~~r9.~~~~~08~~~O,.40g 7.~~~~~~~~2*0 3.79 7.9 7.87 274.26 6889.36 260.96 360. 63
0I~~~~r,0.4.odOI~~~~~~~~odp.42,n9 2~~~~~~~.96 9.312 8.37 9.06 334.2 332.:7,3 33:9.9 306.34

9r6,4,rs~~~~~~~o~~~n4~~~wn&.,0.6.26 6~~~~~~~~.70 6.910 64.9 63.73 67.4 2795 1,6 .90O 683.32
L~~~.u~~~~d~~~o~~~o~~~v.. .. ...... 6.35l 4.64 .4 4.741 *62.2 64.3 7,69. 99 6241. 741

T.AMlPOTATION024PU04IC62ILITIES ..... ..... g8.. 9 .2 0 9.24 9 .320 346 .62 366.616 369.617 3 72. 06

09OL4ESALEANDRVETAILORADE.3-..... ..... .66 3.59 3.63 3 .6 2 *70.62 2719.44 68666 82.63

RETAIL TOAD6.4.66.4.99.3.02..99.642.96..4990.630.30 632.6

f19NA.CE.6504RA8CE. MDRIEAL0MATE .. 3..... ... .'s 3.96 6.06 6. 02 699.417 264I.: 33 2.9 2*8.92

SEnRVICES.3................... .66 6.80 6.89 6.09 684 .06I 69.0 198 .3 699.44

90.y. . - ~.2. pg~ory
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Table 8-4. Hourly er ing idex for pondrtiun. or.....up-ri-ey workers as private
nongrtotualpayrolls by edustry diision...seasonally adjused

ESTABLISHMENT DATA

TOA RAT OFRM:0 1. 770 00 08.00 O.PNc

s~~~~~~tISO.~~~~~~~~~~~270.0 105.3 000.0 100 21.0 2t8.7 2t9. I. .3

En~sLets~.N0u520. I00.0 20.3 00.520. 200.0 tSO.0 t.0 .
...........05006 . Itu1t trt00 270.0 I 2000 03. 201 3.02 2305 8 2308.0 I S.7 .

5030 Olsris~~s~r87rtuot 20
1
..r .o ~ 00. ye... sto9 s*09 8 tO tsr E.- e9070050.E0.-eT2 -T I..000 .. A"'t. otNloes

Table' B-b. Inda- of aggregate weekly h..rs Of pradautios or-osp-on-or wuroer.us privte
nagriuultural psyrulls. by industry, saolyadjusted

TOTAL MIVATE ........ 120.0 027.0 0. 120. 2.0 0208 010. 022. 001.0 103.0 020.01120.5 705-10.7
GOPOUNG....000.0.170.1 000 .170.0 005.2 702.0 100.0 00. I0.0 000 5102.3 70031106

MNN .... ............... 0002.0 062.0 00.7 702.0 707.7 0063.2 060.0 0507 762.0 0660. 76N.0 771607.0
cOrosSnRlTON -.......... 0002.8 037.7 030.0 000.0 100.7 210.0 707.0 -2.61100.5 700. 1710.5 725.5 720.0

rMAsUFrToINGo...... . 00.......13.5 103.0 102.0 770. 99.8 - 90. 30.0 80.5 00.2 05.2 00.7 97.0 00.7

NAO~.50800.0........ 06.0 7006.0 00..0.0I 10505 107.0 90.0.0 92. 00. 095.5 00.0 00.5 '00.0

0.ssr0u= 0t00. 0. 08.0 0.00. 00. 80.0 07.5 05.0 96.8 7. 90. 00.
. 10. 00.7 10.9 000.0 100. 990.0 00. 91.6 1 000 0.0 0. 9. 0.

9705,O.7...de~~~au~e~tO . 000.0 170.3 070.0 770.0 000.3 00.0 00.7 00.7 90.5 90.0 09.5 707.2I 00..211.
............. 0.0 027.0.0 008.9.9 820 7. 70.0 75.0 O77,7 80.3 00.7 00.
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Tibi. B.G. Inde..s of diffusion Percent of indWtri, In which *mployment
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labla 1. Employment status af the population by sa. and age
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Table 2. Employment settue of the populatIon by rce. seo, and ege
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Table 3. Major unamploymant Indicators
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TAbW 4. Emplo on r.on.g iou33ora pyro
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Table S. Production or nosuprVisory workers' vs private nonegriuulvral payrolls
by indouny divison eNd esr s-apafavtvrisg groep
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ESTABLISHMENT DATA
ANNUAL AVERAGES

ESTABLISHMENT DATA
ANNUAL AVERAGES

Table 6. Gro.n hour- and .-inng. of produetion or nonnup rohory w workers on prints noougricultural PaY-olls

by induntoy divion- *nd nmar 9nanod og group
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AnVanec copies of this release are made available to the press with the explictt
nnneeotaondinv that, prior to 9 n.e. Casters time: (I) i~tre services w ill sot move over

titleh s ir's cnnp bnosed on infnorotion in this release; (2) eleetrosie -cdtn will not feeni
n i.'nfoeointion toneraher otati oss; and (3) represeotatives of news oreanleatloos will not
'i'n socin infoera ntin tn persoos

PRODUCER PRICE INDEXER--DECEIBER 1910

The Pronlcer Priee TRdeo for Finished Gfoods oved op 9.6 percent fray Novesber to ilceo-her -n
sn'n -l ndjosted hasis, tie ] areno of Labor Statisties of the U.S. Depart-ent of Lahor roported

t v. Tine Pecsbee rise was the save as In iovehber asd was slightly snailer thon tine 03.8 percest
inereasc In Octoher. Prics for interoediate goods cilnohed 1.3 pereest, followiog increosco of

Table A. Peecent chinagos Ften precedinv sooth is selectod otage-of-pracvssiog
cricr Isnloexs, seosovally anijossteda

I Fisisehd goodo I lnter-ediate goods I Erode goods I

I I i i I 3 Foods i I 3 Foods tuof f s i I
I I Totail Itoososeri Uthlee 3 Totai 3 anod I Otiner I Totai I and iOther I

I~~~~~~~~~~~~~~f: IfIdIIII I if3 f
I :u t I I fo d I I I Icd l/ I fc s ff Il I

I _ __ I _ I I I _ _ _ I _3
lice. 1979) 3.8 0 ".3 1 1.1 1 1.1 1 ".3 1 1.2 1 1.1 0 33.2 1 2.2 1

Jl.lo.n. I9( 1.b -.91 2.4 2.7 -2.63 3.0n -.7i -2.8 I 3.21
Fe I 1.4 -.4 2.9 2.93 5.6 1 .SI 2.7 1 2.2 3.31

.I ir ...il 1.14 1 I.nI 51 .51 -3.11 .7i -2.11 -2.7 1-1.41
IApr .... I .6 -2.93 1 .61 .11 -2.71 .3 I3.5 -6.1 3 -.5 1
"as . I .3 * 1 . 3 I n I .4i1 .431 6.1 1 .1( 1 .33 2.4 0 3
hon i .... 1 .7 1 .7 1 .7 . I n .8 1 .4 3 1.1 1 .5 I

Ijoly . 3.. 1.71 3.91 1.11 .91 4.21 .71 6.31 9.0 13.31
30'. I 1'.4 1 4.3 1 .5 1 .lrl 9.5rl .7rl 6.1r .9.n 1 2.8rl
SePt ... --. 2 1 -.2 1 -.2rI .2rl .2r1 .Irl .8r1 -.4 I 2.3rl

l;'r.r .3 l.5 93 .89 h.9 .6 1 .5 1 2.51
Nn. .bv .35 .7 1 1.71 *9 1.' 1 .6 31.83

. I) c .b13 .E I -.41 .9I 1.31 -7.5 1.9 -1.3 1 -3.3 (1.333

I _ __ _ __ I _ _ _ _ _3 _ _ _ _ _3 .

II ioteoledla te sate rials foe food :an.ntlactoriog nod feeds.
ont:: for Asgnnst 3900 hose bees revised to reflect the availability of late reports wen

coercetions by r'spondevts. For this reason, sone of the figores shows above and elsewlire
in this release nsy differ frns those previoasly reported.

r reovi rsel.

I
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1.0 and n.9 percent in November and October. Crode material prices fell 1.3 percent, tbe first

declne since la;st April. (Scr table A.)

Among, finisihed p,gods, prices for capital eqaipoent and energy goods advanced so.ewhat sore than

in Nnenber. On the other hand, consumer food prices decreased slightly, the fo-rth cnsuec..tie

snail nnnthly change. Prices for connomer goods other than food and energy noved op n.6 percent

for tLhe second consecotine nonth.

slefore seasonal adjantonot, the Producer Price Index for Finisbed Coods .oned op ().6 percent

to 254.7 (1967=00). P Fros Deceber 1979 to Dcember 1980, price indexes for each of the three

najar stage-of-processing groopings--finisbed. intermediate, and crode gooda--rase at double-digit

rates, althbugh each of these rates can sonewbat slower thai the corresponding 1979h pace. Thc

Finiohed foods Price tndex climbed 11.7 percent in 198n, following a 12.6 percent ad-aoce in 1979.

T.b slowdown Is 1989 was partly d.c to the deceleration in the rate of increase for thr finished

energy o,ods inde, which climbed 27.2 percent after soaring 62.7 percent in 1979. Another sod-

crating inflnence was cnnsumer food prices, which rose 6.5 percent in 1980, following a 7.6 percent

adnance daring the prevican 12 .. nthb. On the other hand, prices for finished goods otber than food

.and e-nergy rose sorc in 198n (1l.n percent) than in 1979 (9.3 percent); on average, prices of thbse

gaads advanced rapidly in early 198n and them noderated as tbe year progressed. At the earlier

stages of yrocessing, the price index for isternediate goods moved op 12.6 percent over the year.,

after icreasing 16.0 percent from Decenber 1978 to DOcember 1979, and crude naterial prices

clitibd 13.3 percent, foilowing a 17.3 percent jump during the 12 monbth ended in Dccember 1979.

Table B. Percent chamnfes in fimisbed goods price imdeoes, selected periodna

- Cbehanges from peeceding month, seasonally sdjusted [Change in I

I I___ ___ ___________________ ___ _________________l finished I

I I I I IPinisbed consumer goods excloding foodsigoedn froo I

I I ICapital IFiminhedj… … … ……,112 months I

I ln-tb IFinishedi equip- Iconsoserh I I I ago I

I goods I .ent I guods I Total I Durables I Nondurables I (unadj.) I

I I I I I I I

i-cc. 9791i 0.8 I 0n.9 I n.9 I 1.2 - 1.2 1 1.2 1 12.6 I

IJan. 19301 1.6 1 1.6 1 1.6 1 2.9 1 3.4 1 2.7 1 13.1 1

IFch ... I 1.4 1 .7 1 1.7 1 2.8 1 2.0 1 3.2 1 13.5 I

IMor ... I 1.4 1 .9 1 1.6 1 1.8 1 -. 8 1 3.3 1 14.1 1

lApr .. 1 .6 1 1.8 9 .11 1.51 .3 1 2.1 1 13.8 1

May .... .3 1 .2 1 .4 1 .5 1 -.1 1 .9 1 13.6 1

IiJn .... 1 .7 1 .7 1 .7 1 .6 1 1.3 1 .3 1 13.7 1

IJuly .. 1 1.7 1 1.S I 1.8c 1 .8 1 1.6 1 .5 I 14.3 1

hIrti ... I 1.4 1 .7r 1 1.6 1 .4 1 .Sr I .3r 1 14.6 1

ISnept .. -. -.1 I -.2 1 -.2r 1 -.Sr I 0 1 12.8 1

lOct ... I .8 1 1.4 1 .6 1 .6 1 1.2 1 .2 1 12.5 1

INo... 1 .6 1 .6 1 .7 1 .7 1 .2 1 1.1 1 11.9 1

IDcc . 1I .6 1 1.1 .5 1 .9 1 .7 1 .9 1 11.7 1

0 DIta for ASgoct 198 hbane been renised to reflect the availability of late reports and

cnrrections by respondents. For this reason, sone of the figures shown above and

elsewhere in this release may differ from these preniossly reported.

r - fci sed.
c corrected.
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Finished -"ods

Fle(shel,( ssner needs. The Producer Price Inden fur finished coessmer goods rose (1.5 perc -(
in leceonher ae a sensonally adjusted hasis, following a 0.7 percent loernane toueoher Pricts for
consener fouds fell n.4 percuot fr. Nobenher to December after risiog (1.5 percent in both No-eoher
aol Iletlaher. Prices turoed dose sharply io Deceocer after Iscreaning isn Noveehr far york, refieed
s-a,, and fresh fruits, and pricei for processed poultry and roasted coffee fell care l I a aeonth
earlier. Beef as-! vtal prices edead d.m-, followi 5?na n-ieh larer decrease in Notcer rices
naIs dcl iced fr fisnh anm Preass. I-owe-er, increases ere registered fnr dairy peuhieto, hakery
ercaic cts, Prunesnemat pies, fresh and drield seetahles, peanut butter, hiack pepper, prce-sc-i fruits
aed or-etahles, andl egs.

Tie nido for finished eecrgv goods ad-a-ced ern than I percent for the secned eosectiec
m otit, followieg several mnths of generalpy dIcc ninig prices. (eating oil prices rose 1.9 percent
espared with a .9 percent rise Is the precious soot?,. gasoline prices increased 1.5 percent
fellowtg n 1 .7 p-rcent adeance a month earlier.

The indes for fieluhed consumer goods other than food and energy increased O.6 percent, the
same as in ?loscecr. The larrFest adnances occurred for appareI, floor co.crings, h -usehold flatwre,
ilner jewelry, nnd sanitary papers and health prodocts. On the other haed, pasneeger car prices

were sirt ally i,.henged after a nedeut rise is Nosebher nd a large increase In Octoher

Cgaital erIirent. The Producer Price Indes for capital equipmeet rus 1.n perceot, norn than
thu n.6 percent rise in Nnveener hut less than the 1.4 percent ad-asce in getober. Prices for
aircraft, agri-ltcral na hinery, chenleal ind-stpy euchinery, pumps and cuopressurs, octal forming
cabine taols, generators and generator sets, and hand touls ruse considerably after little or no
changc in Noesber ns the other hnd, motor trock prices nosed dose slightly foliowing 2 utltbu af
increases.

loternediate materiuls

The Producer Price Inlde fur Intermediate Materials, Sopplies, and Conponents adsaoed 1.3 percent
in Dces-her ona sea scoally adjusted basis, the largest rise since lust Fcbr ary. Nearly half of the
tle increase, beseser, was due tu a 16.8 percent adoance for motor -ehicil parts. Energy price
increases aIso accelerated, ns the oth-er had, prices foe foods and feeds torned dose c.rhkdly,
folluwig seseral osthis of large increases.

Te interoediate cnsrgy inden ruse 3.5 peecest, sure tlan in uny .. nt. since early 19811.
-euldoul fiel prices disbed 14.0 percent, even sore than the 7.9 percent d-atcc Is Nosenber. The

price indexes for electric power, co-oere"al jet feel, and diesel fuel registered large increases
after little or no change is November. Liquefied petroleun gas prices were up s. bstastiaIly for the
secuod unec tion sooth, foilowiog 8 =onthn of relatinely smali changes

The coestructiun soterialo index ad--nced 1.3 percent, slightly sore than in Niuesher. Moot of
the December rise was catned hy increases for bitunin.os pacing -aterials, softwood lueber, nillwuek,
and fahricated structural setal praducts. Plywood prices declined, howee r.

The sundurable eanofactring materials index ruse 1.l percest, almost us mch as in the preeious
month. -igher prices were recorded fur paper, woodpulp, processed yarns, inedihie fats and ols, and
loather Is ontrast, prices turned dose sfter rising in Neoh-er for gray fabrics, plastic resins,
and paperhoard.

The drable sasufacturiog materials category edged up 0.2 perceet, c.s.iderably less tOan in
either uP the 2 precediog sonths. Prices fur copper, geld, sil-er, tin, and lead fell sharply for
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the second consecutive on.th. On the other hand, prices continoed to Icrease btatially for
steel iii prodocts aed zinc.

The intermediate foods and feeds loden fell 7.5 percent, after risisg at a 51.4 per est ao al
rate fros April throogh Nioceher. Most of the revernel renolted free a 23 perct drop in pric
for refined nogar for food canufacturing; in contrast, these prices hod core then doubled doring the
first 11 seethe of 198a. The indexes for feeds and crde -egethble oils also turned dows, while
prices continoed to none op sharply for esimal fate and ois.

Credo materiais

The Producer Price loden for Credo Materials for Further Processing decreased 1.3 peren.t is
Decenber on a neasonally adjosted basis, following a 1.1 percent rise to Nneshbr. Credo foodstuff
prices torced down after 2 months of incrnases. The index for crode materials other than food and

energy was unchanged, following 5 months of steep adoeces. Crude energ price tct d to ris
at about the sane rate as in each of the prenioos 3 nooths.

The index for erode foodstuffs end feedetoffs fell 3.3 percest, following a 0.6 percent rise is
Noonher. Raw case sugar prices dropped 2R.5 percent, following a 28.2 percent jeep in Ooher and
a 4.1 percent decline in Noocher. Led by a sharp decrease is hog prices, the lines och iCde fell
after rising in NovNemhr. 8/heat prices moved down considerably sore than is the prenie sooth.
Soybean prices fell sharply, after clinbingp rapidly since early sonner. Green coffee prices also
declined. On the other hand, poanor prices were sore than three tines higher than their last
reported price in Aigest. Prices for fluid ilk and liie pooltry also rose, and cocoa bes pric
moned op after declining for 9 consecutive aonths.

The ioden for erode nonfood matenials les eoergy was unchanged; from Jose through Noneber,
these prices had clihbed at a seasonally adjo-tod anneal rate of 63.4 percent. Prices for both
nonferrous scrap end natural rubber dropped for the first tine since Jee.. Prices of hides and
shiss fell after rising core thao I( percent in hoth October end Novmbhr., On the other hand, iro
and steel scrap prices rose after felling is the previous oo.th. Raw cotton end leaf tobacco prices
rose shbstantially.

Prices of credo energy eaterials cooed op 1.5 percent, shoot the sane as the 1.6 percent
increase in the previoos sooth. Crade petroleum prices rose sore than in ost re t oths, hil
natural gas prices rose lens than is any of the preceding 3 .onths.

Upcoming R-oisines in Itoge-of-Procossing Indexes

Beginning with Jasoary 1981 data to be released no February 13, Prodocer Price Indexes at all
stages of processing will reflect updated ind-stry input-output relationships and impro.ed classifi-
cation of sone products. The tent and t.ahles I and 2 of this release are hosed on stage-of-processing
dot., developed froe PPI connodity indoene regrooped into earious categorios--crsde, intereediate, or
finished goods--according to the latent anailahle Input-output valoes. (F.r a definition of the
major stage-of-processing categories, see "Brief toplosatios of Producor Price Indexes, on thn nest
too pages of this reneasc.) The one toge-of-prIcesIng relatieonhipo will be bhsed spon 1972 inpot-
ortpyt tables prepared by the Buroau of iconn-ic Analysis, U.S. Dspartment of Concerto. Sinc
Jasoary 1976, stage-of-processing indexes hone been hosed on relatiooships free thn 1967 ip..-octst-t

The nost significant reclassification will he reflected in the finished Goods Price loden and
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in the Cride aterlals i'rice Index as a result of a change in the allocation of the naturl gas
index (ll'l conoodity code 15-3I). Until now, the entire ight of this indexa I teen allocated to

',e sntaae-of-nctececssig inddeo for crude loels. Heginongnl with the snet release. appraninacnly half
the weight of thin. inde will he ailocaced to te siace-of-pracrssinc inden for conuner nondorable
-oat

t
s eweiltoing floods, since toaseIloids purchase natoral gas in an essentially unprocessed fore.

In addition, tlte Finished Coods Price Index will no longer incorporate weights reflecticg the nalue
of shipments purchased by the government or eoported, since these categories do not fit the existing
comtonents of the Finished floods inde--finished consu..er goods ond capital equipoent. New input-aittit cahien are sufficiently detailed for the first tine to permit the separation of weights for

eoveronent parchases and exporct, for which prices are not collected.

feelned historical stage-of-pro-essing indenes fron Janoary 1976 through Decetber 190 willalso he released February 13 to reflect the updated stace-of-procensing relationships and
recIasnificatinns, as well an the separation of the weights for goverrnent purchases and enports
fIron the Finished Goods Price Iden. Preniously reported indenes fer indinidual connodities and
con.ndity groupings will not be affected by these re-isions.
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received in primary markets of the United States
by producers of commodities in all iiagesof processing.
These data were previously presented as the Wholesale
Price Index. The name 'Producer Price Indexes" is
now being used to reflect more accurately the coverage
of the data. The sample used for calculating these in-
dexes continuen so contain nearly 2.800 commodities
and about 10.000 quotations selected to represent the
movement of prices of all commodities produced in the
manufacturing, agriculture, forestry, fishing, mining.
gas and electricity, and public utilities sectors. The
universe includes all commodities produced or im-
ported for sale in commercial transactions in primary
markets in the United States.

Producer Price Indexes can be organized by stage of
processing or by commodity. The stage of processing
structure organizes products by degree of fabrication
i.e.. finished goods. intermediate or semifinished

goods. and crude materials). The commodity structure
organizes products by similarity of end-use or material
composition.

Finshed goods are commodities that will not under-.
go further processing and are ready for sale to the ulti-
mate user. either an individual consumer or a business
firm. Capital equipment (formerly called producer

finished goods) includes commodities such as motor
trucks, farm equipment, and machine tools. Finished
consumer goods include foods and other types of goods
eventually purchased by retailers and used by con-
sumers. Consumer foods include unprocessed foods
such as eggs and fresh vegetables, as well as processed
foods such as bakery products and meats. Other
finished consumer goods include durables such as
automobiles, household furniture, and jewelry, and
nondurables such as apparel and gasoline.

lniermediate materials. supplies. 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.

Crude materials toe farther proressing include prod-
ucts entering the market for the first time which have
not been manufactured or fabricated but will be proc.
essed before becoming finished goods. Scrap materials
are also included. Crude foodstuffs and feedstuffs in-
clude 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.
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For analysis of general price trer-it, stage ot processrsg
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 thrcugh various
stages of proc ssing. For example, suppose that . price
rise for steel scrap results in an increase in the price
of steel sheet and then an advance in prices of automo-
bnes produced from that steel. The All Commodities
Price Index and the Industrial Commodities Pnce 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 toital shipment values for alt comm.nodities at all stages
of processing. On the other hand. the Ficished Goods
Price Index would reflect the change in automobile prices.
the Intermediate Materials Price Index would reflect the
steel sheet price change, and the Crude Materials frice
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 the first sigrnficant com-
mercial transaction in the United States, from the produc.
non or central marketing point. Pesce data are generally
collected monthly, primarily by mad questionnaire. Re-

spondents are asked to provide net prices or to provide
all applicable discounts. BLS attempts to base Producer
Pr ce Indexes on actual transaction prices however, list
or hcnk pnces art used if transaction prices are not
avyiible. Moss prices are obtained directly from pro-
docing companies on a voluntary and confidential basis.
but sorne prices are aken from trade publications or
from other Government agencies. Prices generally are
reported for the Tuesdav 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 197P. The detailed data are
aggregated so obtain indexes for stage of processing
groupings. commodity groupings. durability of product
groupings, and a number of special composite groupings.
Each index measures price changes from a reference
period which equals 100.0 (usually 1967. as designated by
the Office of Management and Budget). An increase of 85
percent from the reference period in the Finished Goods
Price Index, for example. is shown as 185.0. This change
can also be expressed 'ii dollars. as follows: The price
of a representative sample of finished goods sold in
prsnary markets in the United States hasensen from 1100
in 1967 to S18S."

A Note about Calculating
Index Changes

Movements of price indexes from one month lo another
are usually expressed as percent changes rather than changes
in index points because index point changes are affected
by the level of she 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 so
the standard formula for compound growth rates. These
data indicate what the percent change norid be if the
current rate were maintained for a 12-month period.

A Note on Seasonally
Adjusted Data

Because price data ire used for different purposes by
different groups, the Bureau of Labor Statistics publishes
seasonally adjusted as well as unadjusted changes each
ivonth.

For analyzing general price trends in the economy,
seasorially adjusted data usually are preferred because
they eliminate the effect of changes that normally occur
at about the same time and in about the same magnitude
every year-such as price movements resulting from
normal weather paterns, regular production and marketing
cycles. model changeovers, seasonal discounts, and holidays.
For this reason, seasonally adjusted data more clearly reveal
the underlying zyclical trends. Seasonally adjusted data are
subject to revision when seasonal factors are revised each
year.

The unadjusted data are of primary interest so users
who need information which can be related to the actual
io1cr values of transactions. Individuals requiring this
information include marketing specialists, purchasing agents,
budget and cost analysts. contract specialists, and com-
modity traders. Unaejusted data generally, are used in
escalating contracts svch as purchase agreements or real
estate leases.

Inden POaWr Cherre

Finished G dsPria iendd 15.5
tesa psersus ind.x 184.5
equals index peit chance I'

Ie.de. P-eerr C-arge
loden peint chi.ne. 0

divided by ihe prenioux Index 14.5
equals 0.005
re-ut ertriplicd by 100 0.005 x t00
quas enden perrentcnge 0.5
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Table 1. Producer price indexes and percent changes by stage of processing
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Table 2. Producer price indexes and percent changes for selected commodity groupings
by stage of processing

330.32137 i o
2

313,
3

si.1 2.3.i '- '9305,ii o c...'nq .0

~~~~~~~~~2o~~~~~~~~~~~~~~~ 3,311 15 ij i2' 330 7 93 2w1s7 90 5~tt ~ @Nf t

_~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

Eg ....... . . . .. . . ..

F,3oo r 3. h 1r33it.0^35

*rvFE~dU .............................................. . ..... Z .1.-

... ... ... ... ... ... ...:.. .. . .. ,

1 .... 45d l 3 ... .o........ ..... . i
Iis. 111 0 .I

ID1so 131.30 133000 133 V. . 2. 321

314343313 403.1.303 V..........
.............03.1..33 .... . 3.350

113 -300c41d 1113...........
... ........s peisd I.-d I.............

F111i011102 11134143- . . .V.30.
I1gg21034o1111s33 , ....................... .olS 303

...... .... 34 '1 °j 2.....=4. 2...

111003112..130..

5114.d

121133 191331001 3.7. ....... 0

531113213 250810 3112 r041 5,324330al = . 3022

1433, 4330111133. ...........

43................0..5 1 .. .... 30.3 ...... ... . 53.24040 ..... . ..
5330. 33d 3151114 4.. --. . | "'... . ...... 5

334344351=.1. .............................. I .. 3

113411o 530.. 3.4....923....

.Slos Ed.111 -53 ....3.....321130.913.3031........

3304. 3933=303 37..I 01

5311233330........I ...... 0.

-doue Mnd o -c V latc otl
Iass-|e (Jue 178=1O tl 36

F3 0 hi1 0 ........ ..10....

h11=0513 51 3 1d 1 12 011 330113 .. ..........

Nol.I 5.soisg 024413i n 4 3 . -. i.

1=330430501330.2 ....... 05...........No .. 1d 0 1 |..1.001...... 33

1,250134001 311 530 -131. 1 3 533
313101 03411115312331 V..ar rsQe 5
7111134111 311 03111430113 . . . 334 i
3351ron 50 arn 3112 313,0 0334113 3112 0 U1401 2-(3

443123 00531143 430 11 211 0330 2 322

N'i~ i ii59 1

2 MA ' :Z2
P- 7A 1i

MA, N : X6 1

Pi iN i i

I5 MN 'iii C

o 5 @ sj

5

ic:i 8 i
2 s _ t

7 i -t

' ' 5 7

| ' i i ' i
| 2 � | |

-* 7 t 8
1 7; .o

7i i ;
s .

7
i 2 i

.5 -.a

2 s *

- 7i l:i
_, 5 .

.s .1

s 1 2

2 s 2 i

- 2 2

P 7 �;

o -1 .s

7 D

i 5
- 7; 2 i

2 t
5 2 o

- 5

.s s.s

.% 8

.* .9

1.4 .s

.s .3

7 3
1. I .*

| 2 9

1 s -i
I 2 8
O .3

2 2

.§ I .1

.5 .;

1 .s .z

P 5 - i
s .o .o

o .3

-s {etnte -t nd --t~

0



43

Table 2. Continued-Producer price indexes and percent changes for selected
commodity groupings by stage of processing
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Table 2. Continued -Producer price indexes and percent changes for selected
commodity groupings by stage of processing
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Table 3. Producer price indexes for selected commodity groupings'
( 1967=' 00)

i Unadjusted index I

Grouping IAug.198 
1

2 D.
80

,I I7 I -w 9- 7,
All Commodities.s 4lS 2'c3.8S.)
All Commodities ( .957-59I.............I 297

MAJOR COMMODITY GROUPS

Farm products and processed foods and feeds..1 256 .5
Farm products 263.8 26553
Processed foods and249.4 250.8

Industrial commoditi e.278.2 216:;'!
Teutile products anedapparel.85.6 190a2

Tides, shins, batter, and related produ2s25656
Fuels and related prdus and power 290.6 661.7

Chemicals and allied products 2'.264.4 2 9

Rer and plastic products .............. .5 223.5

Lumber and wood productss 21 299.4
Pulp. Paper. and allied products ... 2952.4 257.4

Metals and metal prodct.25.c20.
Manhicery and equipmen t......... 2 9.
Furniture and tousehold durable................. 9.Transportaio equipment ..........96..00208.8 2249.5

Nonmetallic mineral products.286.1 290.7
Trnportation equip-et (Dee................. 9i8=I00) ............. 2...... 224.4

Misellaneous produts................................ 260.1 265.4

Industrial commodities less fuels cod related
products and powr..245.6 252.2

OTHER COMMODITY GROUPINGS

01-9 Other farm products..282.7 296.0

2-I Cereal and baery products ......... ............ 25. 248...

02-2 Meats potry and f ish ......... . ..... 3 47 804 6
02-S Sugar and confectionery .. 34.2. ........................ 33.6

02-6 Benerages and beverage naterials . ........ 237. 1 238.1
02-63 Packaged beneraged materials...3562 325.7

02-7 Fats and ils... 24 .2 234 3

04-4 Otter leather aod related products. .228.7 223.5
05-3 Gas fuels ............. ............... . 7726 841.8
05-7 Refined petroleum products .. .697.6 76.3
06-3 Drugs and pharmaceuticals. . 17.1 181.8
06-5 Agricultural chemicals cod products. .2 6.0 262.8

06-7 Other chemicals and allied products . . 229.8 234.2

07-l Rubber and rubber products . .240.2 245.9
07I1 Crude rubber .. 2643 267.5 r
07-13 Miscellaneous rubber products. 232.0 . 237.1
09-I Pulp, paper. and products ecluding building I

papur and board........ ....... 253.8 258.6
09-5 Conerted paper and paperboard produts3.. 242.3 245.42
¶0-I Iron and steel ....... . . ...... 302.6 316.
lU-Il Steel mill products..301.0 313.4

10-2 Nonferu mtl ............u. .t.1............... . . . . . 9... 2943 Z4
10-4 Hardare .......... ............ 243. 249.6

1a-3 Mhetaluerhking machinery and equipment. ..... 278.8 2856.
1-4 General purpose machinery and equipment. 267.0 22875.2

11-7 Glentrical machinery and equipment. ...... I 2025.0 2089
II_9 Pii .. 1 ... u. mahiney and equipmn ... t............ 2...........2..........
13-2 Concrete ingredients ... 278.6 7 8.7
14-I Motor nehicles and eq u .uip212.7 2207.0
15-4 Photographic equipeet and supplies . . 00.9 371.5
15-9 Uth.r miscellaneous products . . 364.6 .5

1/ Indexes for these nommodity groupings are not included
in Table 2 because their components are dinided among diff rent
stages of processing.

2/ DIta for Aug. 1980 hane been revised to reflect the
anailability of late reports and corrections by
respondents. 8ll dat aare subject to renisiom 4
months after original publication.

2' Prices of some itens in this grouping are lagged I month.



46

Cnart 1
Finished Goods Price Index and Its components

1970 - 80
3-month annual rates of change

(Seasona 11 y adjusted)
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Chart 2
Intermediate M~aterials Price Index and its components

1970 - 80
3-month annual rates of change

"Seasonally adjusted)
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Chart 3
Crude Materials Price Index and its components

1970 - 80
3-month annual rates of change

(Seasonally adjusted)
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Representative REuSs. Thank you very much, Commissioner Nor-
wood.

I want to first welcome our colleague, and new and very valued
member of the Joint Economic Committee, Senator Mattingly. Do you
have any comments at this time?

Senator MAYrINGLY. Thank you very much.
I'm happy to be here today. I have just a few questions. One, the

labor force increased more in 1980 than it has in the past, and where
I live and across the country it seems as if the fact and reality is that
there are fewer jobs. In reality people are still becoming more and
more unemployed and there's still inflation in the economy.

In your opinion, what needs to be done to solve these problems?
Ms. NORWOOD. Well, as you know, Senator, my role is to try to ex-

plain to you what has happened and I do think that the labor force
changes are significant. That's one of the reasons that I emphasized
them in my statement. I think it's a little too soon for us to know
whether there is going to be a long-term shift.

As you're aware, we had a rather dramatic shift in the labor force,
particularly in the role of wornen in the labor force, during the whole
decade of the 1970's. I think it is questionable whether that kind of
rapid increase of women coming into the labor force can continue, at
least at the same rates.

We now have a very large proportion of families, more than half
of the families in this country with husbands and wives, that pres-
ently have at least two earners. Obviously, this is affected both by
social conditions and by business cycle conditions and I think it's
going to take a little while to see where we're headed.

Senator MATINGLY. In my opinion, as in Georgia and I'm sure
a lot of other places, especially in urban areas, the programs that we
have had in the past have failed and we have structurally unem-
ployed people, especially minorities, and I guess what I'm driving
at is that there needs to be a change in policy, and I was wondering
about such things as the proposals that have been made in the House
and in the Senate, what your opinion is, insofar as where this might
have some impact on programs.

Ms. NORWOOD. I think you're quite right to say that there are, in
addition to the cyclical factors, particular structural problems. We
have been reporting for some time, for example, an unemployment
rate for blacks that is somewhere near twice the rate for whites. The
unemployment situation for Hispanics appears generally to be some-
where in between those two groups and any policy developments that
the Congress and the new administration decide to undertake would
certainly have to take into account those issues, as well as the cyclical
development, I would think.

Senator MAMNGLY. And what do you refer to as cyclical?
Ms. NORWOOD. We have, since January, been in what the National

Bureau of Economic Research has designated as a recession. If you
look at the committee chart you can see that the economy certainly
deteriorated in the second quarter of the year, and the unemnploy-
ment rate has fluctuated within a very narrow range since that time.

Obviously, other data such as the gross national product and in-
dustrial production and other things, in addition, are important, but
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I think they are consistent with that picture. We still have serious
problems.

Senator MATIINGLY. Right. I guess what I'm trying to get at is
the cyclical thing and the charts don't put anybody to work and the
figures indicate it may be better to change policies, and like my col-
league was talking about the supply side, it may be time to change
directions and shift gears, and maybe the participation of yourself
in that viewpoint of encouraging going to this type of legislation
of shifting gears in our country-where it's really going to help
people, because the charts don't put food on the table.

Ms. NORWOOD. I think I have only a few comments to offer. First,
you're quite right that we need to recognize that the data we produce
represent problems and successes that people have and we've got to
look behind the data always at what is happening to the people that
the data represent.

Beyond that, I would just like to say that my view of my role as
Commissioner of Labor Statistics is to be an objective reporter for the
country, the press, and the Congress, to try to explain as well as I and
my staff can what is happening. We try our best not to take a posi-
tion on policy issues because we believe that that's the best way to re-
tain our credibility and our objectivity.

Senator MArNGLY. Thank you.
Representative REUSS. Thank you.
Commissioner Norwood, on the expectations for inflation in 1981,

you mentioned in your statement that the 11.7-percent, year-to-year
increase reported last month in the producer prices, horrible though
it is, was somewhat less horrible because energy prices and food prices
happily saw their price increase decelerated. It wasn't as bad in 1980 as
it had been the year before. That's an accurate replay of your
statement?

Ms. NORWOOD. Yes, I think so, Mr. Reuss. Energy prices, however, as
I indicated, are beginning now to accelerate again.

Representative REUSS. Well, that's my point. Is it not a fact that the
future for energy and food prices in 1981 is cloudy indeed? On energy
prices you have the Iraq-Iran war, you've got more mutterings by
OPEC as to things it's going to do, you've got not just mutterings but
a firm program to decontrol domestic oil and other energy prices. On
food you have some talk of getting rid of the grain embargo and letting
the Soviet Union bid up the price of domestic soybeans and small
grains as they did in 1971, I believe it was.

There are many who usually know what they're talking about who
are saying that the price performance for energy and for food is not
going to be good in 1981.

Given that fact, and given the fact that a relatively better perform-
ance for energy and food was one of the saving graces which kept our
1980 producer price inflation down-I smile when I say down to
11.7-isn't the prospect for 1981 pretty scary ?

Ms. NORWOOD. You're quite right about the cloudy nature of the
food and the energy expectations. The Department of Agriculture has
been forecasting rising food prices and there's been a lot in the piess,
as you have said, about shortages that may develop.
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Our index for finished goods, excluding food and energy, doesn't
look very good. It shows that in the recent period-that is, in 1980-
it was somewhat higher than it had been in 1979 and before. So that
prices, looking at the prices that we have now without looking ahead,
the prices of finished producer goods, excluding food and energy,
have risen.

Representative REUss. So in general, though i'm sure you take no
joy in it, you would agree with my unhappy appreciation that maybe
things will not get better in inflation this year and indeed could be
at least as bad or worse?

Ms. NORWOOD. I think it's quite important to watch in particular
what happens to energy prices because it's not just the immediate
effect of the energy commodity but rather the indirect effect of the
use of energy throughout our economy, particularly in the manufac-
turing process, which can have a very much more important effect
than just the direct effect of energy price increases.

Representative REtJSS. Thank you. Turning to another facet of
your testimony, unemployment, and particularly minority unemploy-
ment, can you give us a comparison between the 1980 figures for
minority unemployment, including minority youth unemployment,
and that obtained in the last 2 or 3 years? Did the gap between whites
and minorities get better, worse, stay the same? What happened?

Ms. NORWOOi). I think that the gap has changed little in recent years.
It varies slightly, but basically blacks have about double the unem-
ployment rates for whites. In 1980, during the largest part of the
downturn of the recent recession, we did have a concentration of em-
ployment declines in the construction industry and durable goods
maufacturing and particularly automobiles. Tile labor force of those
industries, which tends to be more male and perhaps somewhat more
white, was more seriously affected. But you're quite right that there
has been not much difference.

Representative REUss. In your statement you referred to a decline
in the proportion of the teenage population in the labor force. I'm not
talking about minorities but about teenagers generally.

Wasn't that decline very largely due to the uncertain and deteriorat-
ing economic situation? Wasn't there a growth, in short, in the number

'of the so-called discouraged workers, people who had been looking
around and found no possibility of a job and just stopped looking? Can
you give us a yearend comparison of that with respect to either dis-
couraged workers generally or teenagers, perhaps both?

Ms. NORWOOD. Over the year, discouraged workers are up about
300,000.

Representative REUSS. Generally?
Ms. NORWOOD. Generally, yes.
Representative REUSS. All discouraged workers?
Ms. NORWOOD. All discouraged workers, but we do know-300,000-

but we do know that a large proportion of discouraged workers are
women and teenagers.

Representative REUSS. That is very alarming because that 300,000
jump in discouraged workers, whoever they are-head of household,
teenager, male or female-is an increase by more than 25 percent
in one year. Is that not so?
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Mr. BREGGER. Yes, sir. That's about right. Of course, these people
are not counted among the unemployed, so if you were to combine
that with the increase in unemployment you would get a bigger
indication of the effects of the recession.

Representative REUSS. Well, to most people a discouraged worker
is not a statistic we like to see very much. It would indicate somebody
who, in good faith and with real zeal and energy, pounds the pave-
ments but can't find a job. The mere fact that they take themselves out
of the labor market in hopelessness doesn't, socially speaking, differ
much from someone who still desperately stays on, even though he
feels there's no hope. Again, things are a little worse than they seem;
are they not?

Ms. NORWOOD. But I think that one has to look at the social impli-
cations, as you're doing, of some of the data. There are certainly
groups of the population which are more severely affected than others.
The discouraged worker category, as you are aware, is quite con-
troversial because it appears to be a state of mind in part and it's
very hard, of course, to measure in an objective manner a state of
mind.

We are now doing some testing of different definitions of discour-
aged workers as a result of the recommendations of the National
Commission on Employment and Unemployment Statistics, and we
may perhaps have some better measures in the future as a result of
that.

Representative REUSS. Senator Mattingly.
Senator MATTINGLY. First, I assume you agree the figures are still

bad; right?
Ms. NorWooD. I'd like to see tliem better.
Senator MATTINGLY. And second, we need to have growth in the

economy; right?
Ms. NORWOOD. Yes.
Senator MATTINGLY. And third, the recommendations that have

come from the Joint Economic Committee in the last year are prob-
ably ideas that should be included in the legislation?

Ms. Nonwooi>. I have enormous respect for the work of the Joint
Economic Committee. It's a very capable committee.

Senator MATArrINGLY. Wlhat advice, then, would you give a new
incoming administration ?

Ms. NORWOOD. That's a rather tall order.
Senator MATTINGLY. As far as creation of jobs?
Ms. NORWOOD. My advice would be to pay careful attention to the

data and have all the facts in dleveloping policy, and I'm sure thatis
what the new administration wvill do.

Senator MATTINGLY. Taking the facts that you have and take the
advice especially of the Joint Economic Committee and try to institute
that?

Ms. NORWOOD. I'm sure that the new President will want to consult
with a very large group of people to determine what the best thing
to do for the economy is, and I'm sure also that people who would be
advising him would pay careful attention not only to our data but
the data from other agencies that report on what is happening to
the economv show.
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Senator MIAT1INGLY. Specifically those that try to encourage growth
in the private sector?.

Ms. NORWOOD. Well, I would assume that they would look at that
as well as other things; yes, certainly.

Senator MATTINGLY. Thank you.
Representative REuss. Congressman Rousselot.
Representative ROUSSELOT. Thank you, Mr. Chairman.
Let me hark back on a continual subject that I have always been

interested in. Is there any consideration being given to including
military personnel in the employment figures?

Ms. NORWOOD. Yes, sir, there is.
Representative ROUSSELOT. When are we going to do that?
Ms. NORWOOD. The current unemployment rate, as you have indi-

cated, is based upon the proportion of unemployment to the civilian
labor force. The National Commission on Employment and Unemploy-
ment Statistics, which was set up by the President on the basis of
the legislation passed by the Congress, recommended that we use
the total labor force as most other countries do; that is, include the
military.

Secretary Marshall in his report to the Congress on his views on
the Levitan report said that he generally favored that and that we
were looking at ways to do it. We want to do it without increasing
the survey burden any more then it now is, and I think we can do that.

Representative ROUSSELOT. I don't understand. Why would includ-
ing military personnel increase substantially the survey burden? And
I assume the military knows each month what they have. We've got
to believe that; right?

Ms. NORWOOD. Yes. We are working out arrangements to get the
kind of information that we need. The Defense Department does not
have current data in as much detail as we would like to have, for
example, but I think those provisions can be worked out.

The law requires that the Secretary of Labor provide a final report
to the Congress on what the administration plans to do on all of the
recommendations and the new Secretary will be reviewing all of these
recommendations and will be reporting to the Congress in the fall.

Representative ROUSSELOT. Well, what you're saying to use is that
this has been under consideration for a long time. How long do you
think it might take us just to get them included?

Ms. NORWOOD. Once a decision is made and final
Representative RoUssELoT. Who has to sign off on it to make it

happen?
Ms. NORWOOn. As I said, the law provides that the Secretary of Labor

is to get the views of the other agencies of the Government, and to
provide a report to the Congress. That final report is to be sent to the
Congress in the fall.

If the decision is to go forward with including the military, we
could do that in January of next year and we would expect to do that.

Representative ROUSSELOT. I realize this hasn't been exactly a hasty
decision and nobody could accuse anybody of moving too fast. I think,
Mr. Chairman, its been under discussion for about 4 years, hasn't it-
even longer than that? Well, then, there is a real possibility that they
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will be, assuming the Secretary of Labor and the President have to
make a decision also or what?

Ms. NORWOOD. Yes; I think this is a policy question. We provide
data. We are a service agency and I think the question of the definition
of unemployment is quite properly a policy question. We provide a lot
of different kinds of measures and we could easily provide a measure
of the unemployment rate based upon the total labor force rather than
the civilian labor force. That has not been a problem for us, Congress-
man Rousselot.

The question has been what the country decides it wishes the basic
unemployment rate to be.

Representative RoussEwOT. Well, I don't think the country considers
the people in the military unemployed. Certainly, they're not non-
people. So how long will it take us to get to the final decision? Your
statement indicates to me that if the Secretary of Labor and the Presi-
dent say the military should be included, military personnel will be
included in the employment figure. Is that true?

Ms. NORWOOD. Yes, sir.
Representative ROuSSELOT. Is that all that's required?
Ms. NORWOOD. Absolutely.
Representative ROUSSELOT. Well, if we can get the President to make

a decision, we certainly know our new Secretary of Labor will.
Ms. NORWOOD. I will certainly discuss this as soon as possible with

the new Secretary of Labor.
Representative ROUSSELOT. Well, thank you.
You probably discussed this in your statement today and I haven't

had a chance to look at that carefully yet. Maybe you don't want to get
into this. On the basis of the current unemployment burden and as-
suming t~hat it lasts at a fairly consistent level for the next 3 months,
what is the cost to the Federal Government of maintaining that bur-
den of unemployment? Do you know?

Ms. NORWOOD. I don't know.
Representative ROUSSELOT. Do you look at that or do they come to

you for your figures?
Ms. NORWOOD. No, sir.
Representative ROUSSELOT. Is that all done in the Labor Depart-

ment?
Ms. NORWOOD. Well, I think that that it's not just the Labor Depart-

ment. It may involve the Department of Health and Human Services.
There are other parts of the Government, and OMB, generally, coordi-
nates much of that.

Representative ROUSSELOT. Well, I had a conversation with Mr.
Stockman on this subject because we are all looking at the costs of
unemployment. Are you involved in the analysis of what happens in
that area, the cost to the Federal Government of unemployment?

Ms. NORWOOD. Generally, no.
Representative ROuSSELOT. Generally?
Ms. NORWOOD. NO; we don't.
Representative ROUSSELOT. OK, thank you.
Representative REUss. Thank you.
According to classical economics, when times are not so good, sellers

lower their prices so as to sell more goods. I notice that the two major
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automobile companies, General Motors and Ford, recently announced
price increases for 1981 on some of their models that haven't been
selling very well.

What do your overall producer price figures tell you about the gen-
eral practice of cutting prices to meet slack in demand? I hope there's
some evidence of that, although the automobile picture looks just to
the contrary.

Ms. NORWOOD. The prices of automobiles as measured in the producer
price index rose somewhere around 9 percent last year, which is less
than the rates of the finished goods components itself. I think that one
would expect prices to be affected by demand, but one also has to expect
prices to be affected by costs and there are cost of materials which are
going up.

One of the things I indicated I was concerned about is the price rises
for some of the metals, steel mill products for example. The automobile
companies have changed their pricing system considerably over the
last couple of years. They used to make price increases at the time of
the introduction of a new model.- They now spread those price increases
over the year. But that is a question that very little is known about.

Representative REUSS. Turning to another subject, currently and
particularly last month, we have seen another bout of tremendously
high interest rates, mostly of the short term, -though they tend to reflect
themselves in higher interest rates in long term, too. Have we seen the
full impact of this new bout of high interest rates on housing and con-
struction, or is this another indignity which we are going to have to
envisage down the line?

Ms. NORWOOD. Many people thought that there would have been
more of an effect of high interest rates on the economy than has existed.
We have, for example, an increase in employment in construction. I
think the data on private housing construction has shown that there is
an effect there. The producer price index that we released today shows
an increase in the prices of lumber and other building materials which
could also affect housing and construction in general.

The interest rate issue is one which probably needs to be looked at in
real terms-in terms of inflationary expectations-and so far the effect
has not been what at least some forecasters had anticipated.

Representative REUSS. You say the interest rate is one issue to be
looked at in terms of inflationary expectations. Would you spell out
that thought a little?

Ms. NORWOOD. I think that many people look at their economic deci-
sions in terms of the cost to them. If they anticipate that prices are
going to go up or that inflation will be higher, a producer may decide
to buy equipment now rather than delay it; a consumer may decide to
buy furniture now rather than delay it, depending on what is happen-
ing to rates of inflation now and what they anticipate.

Home purchase, I would say, would be affected by the long-term ex-
pectation of what is going to happen to prices.

Representative REuss. Well, would you expect December 1980's
very high prime rate-21.5 percent at its peak I believe-to be trans-
lated into some increase in the long-term mortgage rates?

Ms. NORWOOD. Certainly.
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Representative REUSS. And how much of a lag, based on past experl-
ence, does there tend to be, if any? Maybe there isn't any lag.

Ms. NORWOOD. The only thing I have learned about interest rates is
that they are very difficult to forecast and I'm not an expert in that
field. Certainly, interest rates have gone up. Mortgage interest rates
have gone up. That is an important inflationary development and de-
pending upon what happens to the prime rate and to mortgage interest
rates as a residual, there will be an important effect in the future as
well.

I don't know what is going to happen to interest rates. I wish I did.
I think that would be a great kind of skill to have.

Representative REUSs. But insofar as based on your experience,
you would say the harder the money managers engage in their battle
against inflation by tightening money and raising interest rates, the
more inflation we will have because those higher interest rates will
shortly be transmitted to the mortgage market and thus affect
housing?

Ms. NORWOOD. If mortgage interest rates go up, the cost of buying
a house will go up and that can be inflationary. On the other hand,
it can have a downward effect on the price of the houses, depending
upon what happens to building costs. It's rather difficult to say that
there is a single effect. One has to look at the whole situation.

Representative REuss. Senator Mattingly.
Senator MATrINGLY. That almost seemed to be a policy statement.

The high interest rates, which I think we all know has destroyed the
housing industry, and the middle-income people in this country don't
like not being able to buy a home-I can't buy a home whether I'm
in the middle-income level or not. So what you're saying about in-
flationary expectations may sound good, but high interest rates, which
you're talking about which-I'm not sure whether you're supposed
to be making policy statements or not-I think you're trying to avoid
it-but yes, it does affect, as you have said, the price of not only a
home or somebody's expectation to buy a home, but what is done to
this country.

Ms. NORWOOD. Certainly, that's not a policy question. That's a ques-
tion of what has actually happened. Interest rates have gone up.
Mortgage interest rates have gone up. The cost of buying a house, if
you finance it with a mortgage as most people do, is certainly higher.

Now as I indicated, it's possible sometimes that that could have
a depressing effect on the price of the house itself. On the other hand.
we do have some evidence at least in recent months, that the prices
of some of the building materials have gone up which is also an up-
ward pressure.

Senator MAMrINGLY. It has had a depressing effect?
Ms. NORwOOD. Sure, I don't deny that at all.
Senator MArNGLY. Which gets back to the point, then, obviously,

would you say that the high interest rates have not been good for
the country?

MS. NORWOOD. I don't think that I'm qualified to get into the question
of what should be done with interest rates.

Senator MAYTMNGLY. With the unemployment rate where it is and
the inflation rate where it is and the interest rate where it is, if you try
to buy a home-
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Ms. NORWOOD. It's difficult.
Senator MATHINGLY. Isn't that a problem?
Ms. NORWOOD. It's very difficult.
Senator MATTINGLY. it would not be good policy; would you agree?Ms. NORWOOD. I leave that judgment to you, sir.
Senator MAIMNGLY. Thank you.
Representative REUSS. Congressman Rousselot.
Representative RoUssELOT. What are we doing with the misery in-dex? I realize it's a combination of two factors. We don't talk muchabout that any more.
Ms. NORWOOD. That's not in the Bureau of Labor Statistics.
Representative ROUSSELOT. Doesn't the index use BLS figures?
Ms. NORWOOD. We provide data to people and they can do anything

they like with it.
Representative RousSELOT. That's a good answer. I've forgottenwhat it was the month before. Doesn't the misery index roughly addup to about 20 percent?
Ms. NORWOOD. I'm not sure what it is, but I guess it's the combina-tion of unemployment and consumer prices.
Representative ROUSSELOT. Right, that's the way the current Presi-

dent defined it. Is it around 20 percent?
Ms. NORWOOD. It's about that.
Representative RoussELOT. So was that higher or lower than lastmonth's?
Ms. NORWOOD. Mr. Layng is commenting that we're not quite surehow that was put together. whether they take the annuaal rate or theyear over year change or the monthly change, but it's high if you addthose two together. If you take them separately they're high. The un-employment rate at 7.4 percent is certainly higher than we would likeit to be and the over the year CPI rate of close to 12 percent is cer-tainly higher than we would like it to be.
Representative ROUSSELOT. Would that make a total misery rate, asdefined by the President, of 20 percent?
Ms. NORWOOD. Somewhere in that neighborhood.
Representative ROUSSELOT. What was it the previous month?
Ms. NORWOOD. I don't have those figure here.
Representative ROUSSELOT. I thought everybody kept track of them.I note that the prices turned down quite sharply for foodstuffs and fornonferrous scrap and for hides and skins and rubber, but that energyprices have accelerated sharply in recent months after a period of rela-tive price stability.
Do you have any facts or information that would tell us whetherthese sharply increasing energy prices are going to persist and will theyhave an increasingly adverse effect on the producer price index?
Ms. NORWOOD. Since energy prices are increasing at the crude level,we would expect that that would go through at least the other stages ofprocessing.
Representative ROUSSELOT. Be passed on to the consumer ultimately?
Ms. NORWOOD. Well, eventually, yes, and they could also have anindirect effect on the manufacturing process, as I indicated earlier.

We're not sure, of course, what will happen since there is decontrolgoing on which will contribute to that.
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Representative Rousspmor. So what do you think we can expect?
How much of an impact does energy overall have on the CPI?

Mr. LAYNG. In terms of 1981?
Representative ROuSSELOT. Yes.
Mr. LAYNG. In terms of known announced price increases to this

date, they are not as large as they were last year.
Representative RouSSELOT. They're not as large as last year?
Mr. LAYNG. But you know, there's a great deal of uncertainty with

respect to what future increases may be put into effect and it's more
serious now because we're tied to the world market in terms of the de-
control of oil. But it's a guessing game with respect to how far any
increases might go. As the Commissioner said, the magnitude and
duration of oil prices this year will be an important factor. But in
terms of the impact on the index of a given price change, we know
what that is. A 10 cent increase in gasoline prices or heating oil prices
has a certain impact on the Consumer Price Index in terms of its direct
impact.

Representative ROUSSELor. I know you have told us before, but what
percentage of the Consumer Price Index does that affect?

Mr. LAYNG. It's substantially greater now than it was several years
ago because the relative price of gasoline and heating oil have gone up.
It must be in the neighborhood of 17 percent now. In terms of current
price levels, for example, a 10 cent a gallon increase in heating oil and
gasoline would increase the CPI six-tenths of 1 percent.

Representative ROUSSELOT. Six-tenths of 1 percent?
Mr. LAYNG. Yes. And you read the media and you hear people talk-

ing about $1.25 to $1.50 a gallon for gasoline and potentially increases
of 15 cents to 20 cents a gallon for heating oil and we can calculate
what the direct impact of that would be on the index and we do that
each month in terms of updating it to current price levels. It's clear
that it has played a major role in 1979 and 1980 and potentially could
in 1981.

Representative RoUssEELor. So we can expect, if those prices are
passed on to the consumer and go through the manufacturing processes
as you say, an impact upon the CPI?

Mr. LAYNO. I think you have seen most of the impact. The trans-
mission effects are fairly quick from our crude stage to intermediate
to finished. It doesn't take very long for those crude oil price increases
to show up in the retail market or in the heating oil market or com-
mercial jet fuel or diesel fuel. It's pretty fast.

I think the uncertainty is, how much more lies out there this year.
Ms. NORWOOD. Yes.
Representative RoussELoT. Thank you, Mr. Chairman.
Representative REuss. Thank you, Congressman Rousselot.
And thank you particularly, Commissioner Norwood, and your as-

sociates, for your straightforward answers, as is your habit. You have
added to our education. We thank you for it.

We now stand adjourned.
[Whereupon, at 11 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 2128, Ray-

burn House Office Building, Hon. Henry S. Reuss (chairman of the
committee) presiding.

Present: Representative Reuss.
Also present: James K. Galbraith, executive director; and David W.

Allen, Mary E. Eccles, and Mark R. Policinski, professional staff
members.

OPENING STATEMENT OF REPRESENTATIVE REuSs, CHAIRMAN

Representative REuss. Good morning. The Joint Economic Com-
mittee will be in session for its inquiry into the unemployment figures.

We welcome you, Commissioner Norwood. You have brought us
today a report for the January unemployment rate which shows that
at 7.4 percent, it's been unchanged since December, the month before,
and has remained on the same high plateau since last May.

In some sectors, employment was growing, though job gains in
most manufacturing industries were small. Unemployment among
minority workers, though still very high, did decline somewhat in
January, but an abrupt increase in the size of the labor force in the
month has kept overall joblessness high.

Last night in his address, the President embraced the full 3 years
and the full 10 percent annually of the Kemp-Roth tax cut as well as
substantial additional tax reductions for business. I agree withthe
President that our current course is leading us nowhere, that indeed
a different one has got to be charted. But as Federal Reserve Chair-
man Volcker warned this committee yesterday, such a tax package
raises the threat of even larger deficits and even higher interest rates
with potential catastrophe for housing, small business, autos, farm-
ers, productive capital investment, and the inflationary spiral itself.

While the new administration has not formally announced budget
proposals, the morning's newspapers indicate the transfer program
for the poor, the unemployed, the elderly, and the disabled are prime
candidates for drastic cuts. So far, the rumored targets include food
stamps, school lunches, public service jobs, unempT'oyment benefits,
trade adjustment assistance, medicaid, and several aspects of social
security, including disability insurance.

These are deep and painful cuts and the question is, will the ad-
ministration take the same tough approach to other areas of the
budget?

(59)
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Commissioner Norwood, we are eager to hear your explanation of
the unemployment situation in January. Would you proceed to
enlighten us'!

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND JOHN E. BREGGER, CHIEF,
DIVISION OF CURRENT EMPLOYMENT AND UNEMPLOYMENT
ANALYSIS

Ms. NORWOOD. Thank you very much, Mr. Chairman.
I'm pleased to be here to provide you with a few brief comments

to supplement the employment situation press release issued this
morning by the Bureau of Labor Statistics at 9 am.

The January labor market indicators provide mixed signals on
the economy. When adjusted for seasonal movements, both the pay-
roll and the household surveys showed some evidence of strength.
Employment increased and the factory workweek continued to rise.

The Nation's unemployment rate was 7.4 percent, the same as in
December. Since last May, the jobless rate has remained in the nar-
row range of 7.6-7.4 percent. The overall stability in January did
mask some offsetting over-the-month movements, however. Thus,
there was a decline in joblessness among black workers, whose rate
dropped to 12.9 percent in January, after hovering around 14 percent
in the J uly-December period. The rate for white workers rose slightly
to 6.7 percent, but has been little changed since July, while the rate
for Hispanics edged up to 11.1 percent in January. There was also
an increase in teenage unemployment. Between July and January
joblessness among adult men declined from( 6.6 to 6.0 percent, while
the rate among adult women fluctuated around 6.7 percent.

After several months of sluggish growth, the labor force increased
by almost 500,000 in January. Nearlv 400,000 women entered the
labor force, and their participation rate reached a record 51.8 percent.

Industry employment rose by nearly 4(00,000 in January. Over the
last 3 months, employment growth has averaged about 250,000 per
month. Between December and January, large employment reduc-
tions usually occur. Wh7lien employers reduce their work forces less
than usual in this period, seasonally adjusted data show increases.
These seasonally adjusted increases in construction and in retail trade
establishments were especially large, accounting for more than half
of the total payroll employment change in January. Manufacturing
employment continued the growth of the last .5 months, but the
January increase was extremely small.

Average weekly hours in imanufacturing rose sharply to 40.4 hours,
the highest level since early 1979. This measure has been rising steadily
since last summer. In the last 6 months, the comprehensive index of
aggregate weekly houirs of workers on nonagricultur-al payrolls, which
reflects changes in both employment and houirs, rose almost 4 percent.

In summary, in January, after seasonal adjustment, the labor force
and employment rose and the utneniploynment rate remained at the
December level.
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We would be ver-y happy now to try to answer any questions You
tany have.

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11
X-11 ARIMA method method

Unad- - (former Range
jested Coo- official (cols.

Month and year rate Official current Stable Total Residual method) 2-7)

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

1980:
January -6.8 6.2 6.2 6.2 6.3 6. 2 6. 2 0.1
February -6. 8 6. 2 6. 2 6.1 6.2 6. 2 6.1 .1
March -6.6 6.3 6.3 6.2 6.3 6.5 6.2 .3
April --6.6 6.9 6.9 6.9 6.9 6.9 6.9
May -7.0 7.6 7.6 7.7 7.7 7.3 7.6 .4
June- -7.8 7.5 7.5 7.4 7.4 7.3 7.6 .3
July -7.9 7.6 7.6 7.8 7.6 7.5 7.8 .3
AugusL- _ 7.5 7.6 7.6 7.7 7.5 7.5 7.7 .2
Sentember -7.1 7.4 7.4 7.4 7.3 7.3 7.5 .2
October-. 7. 1 7. 6 7. 6 7.6 7.5 7. 5 7. 6 .1
November- 7.1 7. 5 7. 5 7.5 7. 5 7. 5 7.5 ---------
December -6.9 7.4 7.4 7.4 7.4 7.4 7.3 .1

1981: January -8.2 7.4 7.5 7.4 7.5 7.6 7.4 .2

Explanation of Column Heads

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

force components-agricultural employment, nonagricultural employment aod unemployment-for 4 age-sex g prous-
males and females, ages 16 to 19usnd 20 pms and over-are seasonally adjusted independeotly using data from January 1967
forward. The data series for each of these 12 components are extended by a year at each end of the original series usisng
ARIMA (autoregressive, integrated, moving average) models chosen specifically fur each series. Each extended series is
then seasonally adjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and nonagri-
cultural employment components are adjusted with the additive adjustment model, while the other components are
adjusted with the multplicative model. A pror adjustment for tresd is applied to the extended series for adult male unem-
ployment before seasonal adjustment. The unemployment rate is computed by summing the 4 seasonally adjusted unem-
ployment components and calculating that total as a percent of the civilian labor force total derived by summing all 12
seasonally adjusted components. All the seasonally adjusted series are revised at the end of each year. Extrapolated
factors for January-June are computed at the beginning of each year; extrapolated factors for July-December are computed
in the middle of the year after the June data become available. Each set of 6-mo factors are published in advance, in the
January and July issues, respectively, of Employment and Earnings.

(3) Concurrent (X-11 ARIMA method).-The procedure for computation of the official rate using the 12 components is
followed except that extrapolated factors are not used at all. Each component is seasonally adjusted with the X-11 ARIMA
program each month as the most recent data become available Rates for each month of the current year are shown as
first computed; they are revised only once each year, at the end of the year when data for the full year become available.For example, the rate for January 1980 would be based, during 1980, on the adjustment of data from the period January
1967 through January 1980. Since the revision pattern and procedure for computation of the rate are identical to the
official procedure, the results of this method will be identical to the official rate at the end of each year when the most
recent observation is December.

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

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

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

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

Methods of adjustment.-The X-11 ARIMA method was developed at Statistics Canada by the seasonal adjustment
and imes series staff under the direction of Estela Bee Daqum. The method is described in the "X-11 ARIMA Ssasonal
Adjustment Method," by Estela Bee Dagum. Statistics Canada Catalog No. 12-564E, February 1930.

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

Source: U.S. Department of Labor, Bureau of Labor Statistics, February 1981.
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THE EMPLOYMENT SITUATION: JANUARY 1981

Employment rose in January and unemployment was unchanged, after seasonal adjustment, the

Bureau of Labor Statistics of the U.S. Department of Labor reported today. The overall

unemployment rate was 7.4 percent, the sane as in December and little different from the rates

which have prevailed since May of last year.

Total employment--as measured by the monthly survey of households--rose 410,000 over the

month to 97.7 million. Nonfarm payroll employment--as measured by the monthly survey of

establishments--advanced by 375,000 in January to 91.5 million. In addition, the factory

workweek was up 0.3 hour over the month. Both the employment and hours measures have risen

steadily since last July.

Unemployment

The number of unemployed workers in January, 7.8 million, and the overall unemployment rate,

7.4 percent, were unchanged from their December levels and have shown little movement since last

May. Unemployment rates for adult men (6.0 percent) and adult women (6.7 percent) were also

about unchanged over the month. There were, however, contrasting movements among some of the

other major worker groups. Jobless rates for teenagers (19.0 percent), Hispanics (11.1

percent), and whites (6.7 percent) increased, while the rate for black and other workers (12.9

percent) declined. The rates for most major worker groups remained substantially higher than

their year-ago levels. (See tables A-1, A-2, and A-9.)

The number of unemployed persons on layoff or permanently separated from their jobs (job

losers) was down slmost'
4
00,000 over the month to 3.8 million, the lowest level since April but
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still well above year-ago levels. In contrast, there were increases in the number of unemployed

who had voluntarily left their last jobs and those who were newly entering or returning to the

labor force. (See table A-7.)

The average (mean) duration of unemployment increased nearly I week to 14.4 weeks, the

highest level in 3-1/2 years; this reflected a substantial rise in the number of persons

unemployed for 6 months or longer. In contrast, the median duration of unemployment, which is

little affected by movements in very long-term joblessness, was about unchanged over the month

at 7.4 weeks. (See table A-6.)

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

I Quarterly averages I Monthly data

I II

Category I I I I I Dec.-
1 1979 1 1980 1 1980 i 1981 1 Jan.
I I I I I I I change
I IV 1 III 1 IV I Nov. I Dec. I Jan. I

HOUSEHOLD DATA
Thousands of persons

Civilian labor force .......... . l'03,7411104,9821105,1731105,2851105,0671105,5431 476
Total employment ......... 1 97.5721 97,0611 97,2761 97,3391 97,2821 97.6961 414
Unemployment . 6,1691 7.9211 7,8971 7,9461 7.7851 7,8471 62

Not is labor force. 1 58,8501 59,4931 59,9061 59,7971 60,2051 59,9171 -288
Discouraged workers . 1 7661 9611 1,0551 N.A.1 N.A.1 N.A.1 N.A.

I I I I I I I

1 Percent of labor force
Unemployment rates: 1I I I I

All workers ......... 1 5.91 7.51 7.51 7.51 7.
4

1 7.41 0
Adult men........................... 4.

4
1 6.61 6.31 6.41 6.21 6.01 -0.2

Adult women ......... I 5.
7

1 6.41 6.71 6.71 6.81 6.71 -0.1
Teenagers ....... I ' 16.21 18.41 18.31 18.61 17.81 19.01 1.2
White ....... 1 5.21 6.71 6.61 6.61 6.51 6.71 0.2
Black and other ................ 1 11.31 13.91 14.11 14.01 14.01 12.91 -1.1
Hispanic origin ................. 1.- 9.01 10.81 10.21 10.21 9.81 11.11 1.3
Full-time workers ................ 1 5.51 7.31 7.31 7.41 7.31 7.11 -0.2

l l I . l ~ 1, I
ESTABLISHMENT DATA '

I Thousands of jobs
Nonfarn payroll employment ............. 1 90,5571 90,131190,929pI 90,961191,116pl91.

4
90pI 374p

Goods-producing industries .......... 1 26,5491 25,317125,784pI 25,811'125,90
4
p126,051pI 147p

Service-producing industries........1 64,0081 6
4

,81
4
165,145pI 65,150165,212p165,439pI 227p

I. 1 1I I l l

1 Hours of work
Average weekly hours: I I I I I I I

Total private nonfarm ............... 1 35.61 35.11 35.4pl 35.41 35.4pI 35.5pI O.lp
Manufacturing..................... 1 40.11 39.31 39.9p1 39.91 4O.1p1 40.4pI 0.3p
Manufacturing overtime .............. 1 3.21 2.61 2.9p1 2.91 3.1pl 3.lpI Op

I II I I I I
p-preliminary. N.A.-not available.
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Total Employment and the Labor Force

Total employment increased by 410,000 in January, when adjusted for aseonal variation, and,

at 97.7 million, was about equal to the year-ago level. Adult women accounted for virtually all

of the gain, and their January employment total was 630,000 above last January's level. In

contrast, employment of adult men and teenagers, unchanged in January, was still 150,000 and

500,000, respectively, below a year ago. (See table A-i.)

The civilian labor force advanced by 475,000 in January to 105.5 million, the first sizeable

increase since July. Most of the over-the-month gain occurred among adult women, whose labor

force participation rate was at an all-time high of 51.8 percent. Over the year, the labor

force advanced by 1.5 million, a slower pace than in recent years.

Industry Payroll Fmployment

The number of employees on nonagricultural payrolls rose by 375,000 to 91.5 million in

January. The number of payroll jobs was up 460,000 from a year earlier and 1.6 million from

July. January gains occurred in both goods-producing and service-producing industries. (See

table B-1.)

Construction employment rose by 105,000, the sharpest increase in recent months, but, at 4.6

million, was still more than 100,000 short of the January 1980 high. Mining jobs increased both

over the month and the year.

Manufacturing employment edged up slightly in January, with job gains essentially limited to

the durable goods industries, particularly electric and electronic equipment and machinery.

Employment growth continued in the service-producing sector with a gain of 225,000 in

January. The increases were concentrated in retail trade, services, and finance, insurance, and

real estate. Since January a year ago, jobs in the service-producing sector were up by 1.1

million, while goods-producing jobs were down by more than 600,000.

Hours of Work

The average workweek for production or nonsupervisory workers on private nonfarm payrolls

rose 0.1 hour to 35.5 hours in January. The manufacturing workwek jumped 0.3 hour over the

month to 40.4; this was- the siath consecutive monthly advance, bringing factory hours 1.4 hours

above the July low. Factory overtime remained at the December level of 3.1 hours. (See table

B-2.)
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The index of aggregate weekly hours of production or nonaupervisory workers on private

nonfaro payrolls, rose 0.9 percent in January to 126.6 (1967-100). The index increased by 3.9

percent since July but was still 0.4 percent below the year-ago peak. (See table B-5.)

Hourly and Weekly Earnings

Average hourly earnings of production or nonsupervisory workers on private nonfarm payrolls

rose 1.2 percent from December to January, and average weekly earnings rose 1.4 percent

(seasonally adjusted). The increase in hourly earnings was higher than usual, reflecting, in

part, the change in the minimura wage from $3.10 to $3.35. Before adjustment for seasonality,

average hourly earnings rose 10 cents over the month and 61 cents over the year. Average weekly

earnings were $246.05, down 66 cents over the month but up $20.71 from a year earlier. (See

table B-3.)

The Hourly Earnings Index

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

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

264.3 (1967-100) in January, 1.0 percent higher than in December. The Index was 10.0 percent

above January a year ago. In dollara of constant purchasing power, the Index decreased 2.8

percent during the 12-month period ended in December. (See table B-4.)



66

Chart 1. Civilian labor force and employment
(Seasonally adjusted)
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and total employment-population ratio
(Seasonally ad j us ted)
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Explanatory Note

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

The establishment survey provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
166,000 establishments:employing about 35 million
people. -

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These-adjustments make nonseasonal
developments, such as declines in economic activity or
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scrcase, l, the patticipation of aometi it. c la0. o
force, easier to spot. To return to the school',-out ex-

ample, the large number of people entering the labor
force each June is likely to obscure any other changes
that have taken place since May. making it difficult to

determine if the level of economic activity has risen or

declined. However, because the effect of students
finishing school in previous years is known, the statistics
for the current year can be adjusted to allow for a com-
parable change. Insofar as the seasonal adjustment is
made correctly, the adjusted figure provides a more
useful tool with which to analyze changes in economic
activity.

Measures of civilian labor force, employment, and

unemployment contain components such as age and sex.

Statistics for all employees, production workers.
average weekly hours, and average hourly earnings in-
clude components based on the employer's industry. All
these statistics can be seasonally adjusted either by ad-.
justing the total or by adjusting each of the components
and combining them. The second procedure usually
yields more accurate information and is therefore
followed by BLS. For example, the seasonally adjusted
figure for the civilian labor force is the sum of eight

seasonally adjusted employment components and four
seasonally adjusted unemployment components; the
total for unemployment is the sum of the four
unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of
total unemployment by the estimate of the civilian labor
tcrce.

The numerical factors used to make the seasonal ad-

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

Sampling variability
Statistics based on the household and establishment

surveys are subject to sampling error, that is, the
estimate of the number of people employed and the
other estimates drawn from these surveys probably dif-
fer from the figures that would be obtained from a com-
plete census, even if the same questionnaires and pro-
cedures were used. In the household survey, the amount

of the differences can be expressed in terms of standard
errors. The numerical value of a standard error depends
upon the size of the sample, the results of the survey,
and other factors. However, the numerical value is

always such that the chances are 68 out of 100 that an
estimate based on the sample will differ by no more than
the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on
the sample will differ by no more than 1.6 times the

standard error from, the results of a complete census. At

the 90-percent level of confidence--the confidence limits
used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or
minus 279,000; for total unemployment it is 194,000:
and, for the overall unemployment rate, it is 0.19

percentage point. These figures do not mean that the

sample results are off by these magnitudes but, rather,
that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ from the
estimates by more than these amounts.

Sampling errors for monthly surveys are reduced
when the data are cumulated for several months, such

as quarterly or annually. Also, as a general rule,
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller
than is the error for the jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .24 percentage point; for teenagers, it is

1.06 percentage points.
In the establishment survey, estimates for the 2 most

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

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

employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings.
published each month by'BLS. It is available for S2.75

per issue or $22.00 per year from the U.S. Government
Printing Office, Washington, D;C. 20204. A bheck or
money order made out to the Superintendent of

Documents must accompany all orders.
Employment and Earnings also provides approxima-

tions of the standard errors for the household survey
data published in this release. For unemploymfst and

other labor force categories, the standard errors appear
in tables A through I of its "Explanatory Notes."
Measures of the reliability of the data drawn from the
establishment survey and the actual amounts of revision
due to benchmark adjustments are provided in tables L

through Q of that publication.
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Table A-2. EZ ploym2en0t status of the population by race, sax, end age
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Table A-3. Selected employment Indicators
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Table A.S. Major unemployment Indicators, seasonally adjusted
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Table A7. Reason tor unemployment
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Tabl A-9. npblo.Mt Mt.7 V th3 bik o Hicp.* Mn ploo..n
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TRWIR a-1. Employe.- -.... gkosoa payoiis by industry
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Representative REISS. Thank you, Commissioner Norwood.
The good news, 1 gather, is that jobs in industry rose by almost

400,000, which is much more than the growth in jobs over the last 3
months. This is particularly gratifying because normally, as between
December and January, there isn't growth but rather decline.

And a second favorable factor-and I want your comments on this
if we're reading something into them that shouldn't be read-the sec-
ond favorable factor is average weekly hours of manufacturing rose
quite sharply to 40.4 hours a week.

Both those signs taken by themselves are good, are they not? They
indicate, while the unemployment rate remains the same, that the
economy is holding its own.

MS. NORWOOD. Yes, sir, I think that they do show that. I would point
out that we have had between December and January much less reduc-
tion in employment than we would have expected normally-that is,
less than the normal seasonal movement.

Representative REUSS. Let's focus in on both of these things. First
of all, the increase in hours worked per week. What does that tell us
about capital investment? I take it it tells us that employers would
sooner hire an additional worker or give more hours a week to an
existing worker than buy a new piece of machinery. That's what hap-
pened in January, is it not I

Ms. NORWOOD. XVell, it certainly tells us that employers are using the
work force that they have somewhat longer per day or per week than
they had before. I think that these data are consistent with the data
that have been released on industrial production, for example, and on
factory orders, which show that there is perhaps slightly more activity
than had been expected.

Representative REUSS. Now another good sign was the increase in
construction employment. What was the amount of that increase?

Ms. NORWOOD. Construction employment on a seasonally adjusted
basis increased a little over 100,000 this month.

Representative REUSS. And what are the base figures on which the
100,000 was added? How many are in construction jobs?

Ms. NORWOOD. There are about 4.6 million construction workers, sea-
sonally adjusted again.

Representative REUSS. Do you have a breakdown of the workers in
housing and in commercial construction? They are both construction.

Ms. NORWOOD. No, sir, we do not.
Representative REUSS. You don't know how that is divided?
Ms. NORWOOD. No.
Representative REUSS. How do you rationalize this good news; that

is, some improvement in the construction industry, with the continued
high interest rates?

Ms. NORWOOD. The data on building permits and on construction
seem to suggest that production declines are taking place in single
family housing but that commercial structures and multifamily struc-
tures and other kinds of construction are still going at, at least, their
past rate, perhaps slightly more. In addition, unreasonably mild and
dry weather contributed to a smaller than normal, not seasonally ad-
justed, decline in construction employment. These employment data,
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in other words, are consistent with the changes in office building con-
struction and multifamily structures construction.

Representative REuss. Another phenomenon is that the number of
women entering the labor force in January, almost 400,000, was very
high. To what do you attribute that?

MS. NORWOOD. I really am not sure. There are several ways of looking
at it. One is that we have had extremely sluggish labor force growth in
the last several months which we would expect in a period of recession.
I think it's too soon to know whether this large increase this month
will be continued or whether it is a kind of catching up.

Representative REuSs. At this stage of the cycle, why are women
entering the labor force at a faster rate than has been the case in
prior months?

Ms. NORWOOD. Over a long period of time-that is, many years-
of course, women have been entering the labor force at very fast rates
and what had been happening this year was a slowdown in that in-
crease for women. We don't really know-in fact, I think it's one of
the most difficult things to determine-how much more that very large,
almost revolutionary social change of women entering the labor force
will continue.

The labor force participation rate of women this month was 51.8
percent, which is quite high, and 1 just don't know what the future
will hold.

Representative REUSS. The January data indicate a sharp increase
in the average length of unemployment and a similar sharp increase
in the number who are unemployed after 6 months. This comes at a
time when, in the majority of States, the 13-week extended benefits
portion of the unemployment insurance program-that which gave
the unemployed worker an additional 13 weeks of benefits-was ended
due to a drop in the national insured employment rate.

Don't these two factors indicate considerable hardship ahead?
Here you've got the number of long-term unemployed increasing and
the attitude and ability of the States to continue unemployment com-
pensation after 6 months decreasing. Doesn't that spell unhappiness
for a great many Americans?

Ms. NORWOOD. Mr. Reuss, I think that any unemployment spells
unhappiness for those Americans who are unemployed, as I'm sure
you would agree. I think that the reason for the shift here is that
we have had a change-rather an important change this month-in
the makeup of the unemployed, in terms of whether they had lost
their last jobs, left their last jobs, or had entered or reentered the
labor force. For several months now the proportion of unemployed
people who have lost their last jobs, either because they have been
laid off temporarily or because they have been fired, has been quite
high. There was quite a drop this month in that group and an increase
in the other groups; that is, people who left their last jobs and people
wo have entered or reentered the labor force.

Representative REUSS. My point was that if we had as a nation tocut down drastically on the amount of unemployment compensation
due to people who have been out of work for 6 months or longer and
that moment was now, it's an unfortunate time to do it if at that very
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same time the number of people who have been out of work for
6 months is increasing.

MS. NORWOOD. WVeil, the data show that there were approximately
1.3 million in January who were unemployed 27 weeks or more, and
that compares with less than 1.2 million in the previous month. Thus,
there was more than a 100,000 increase in January.

Representative REUSS. Well, all I'm saying is that it may be-I
don't make any judgment now-my point is that a very poor time
to put that new order of things into effect is when the number of
people unemployed for more than 6 months is going up. It's much
easier if you do it when it's coming down, then the number of people
who are hurt by it is less and there's a general feeling that this taking
away of benefits will not be all that bad because down the line is a
job. But if you've got more and more people that have been out of
work longer and longer and you start taking away their benefits,
that is socially and politically not very good timing. Is that not so?

Ms. NORWOOD. I think that as the unemployment rate has remained
so stable, it is not untypical for the size of this group to be rising.
As the unemployment rate stabilizes and hopefully at some point goes
down, we may not see a decline in the size of this group for a while
because movements among those unemployed at least 27 weeks tend
to lag behind the changes in the rate of joblessness.

Representative REUSS. Turning to another subject, in the 1950's,
the unemployment rates for young people were approximately the
same whether they were white, black, or Latin. Increasingly, since
then, there's been a great gap and the unemployment rates for mi-
norities have been much, much higher than for white youths.

What is the reason or what are some of the reasons for this diver-
gence?

Ms. NORWOOD. It's quite clear that some of the minority youth in
particular have much greater difficulty in the labor force. Part of
this is because of the lack of training. Part of it is because of the
large increase in those groups, and I think there are a number of other
social reasons for that.:

We would be glad to submit a paragraph for the record if you
would like.

Representative REUSS. That would be most helpful and, without
objection, if you will send that up we would like to put it in the
record.

[The information referred to follows:]
Since the 1950's, unemployment rates for white and black and other minority

teenagers have risen. For example, the rate for white teenagers was 10.4 per-
cent in 1955, compared with 13.9 percent in 1979 and 15.5 percent in 1980; the
rates for black and other teenagers were 15.6, 33.5, and 35.8 percent, respectively.
As these data indicate, the gap between these groups has grown over time, as
the ratio of black to white teenage jobless rates has increased from 1.5-to-1
to 2.3-to-1.

Several possible explanations for this widening gap have been advanced by
labor market researchers but there is no clear or full explanation. Probably
the most frequent argument Is that the post-World War II baby boom resulted
in a surge in the teenage population in the 1960's and 1970's with more rapid
growth among black teenagers since the mid-1960's. This increase in the relative
supply of black youth created overcrowding in the youth labor market and
resulted in increased unemployment.
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There are, in addition, many other theories that have been advanced, such
as the suburbanization of jobs, the overrepresentation of blacks in central
cities, and rising family income levels. However, it is not possible to quantify
these factors, and I cannot therefore provide you with a satisfactory explana-
tion for the widening gap.

Representative REtTss. Earlier I asked you about the growing num-
bers of minority youth who have dropped out of the labor force, the
so-called discouraged workers. Do you have any current figures on
that?

Ms. NORWOOD. Not this month, Mr. Bregger informs me.
Representative REUSS. How often do you take a look at that cate-

gory?
Ms. NORWOOD. Each quarter-we develop those data on a quarterly

basis.
Representative REFSS. And do you have it for the last quarter of

1980 ?
Mr. BREGGER. There are 1.1 million what we call discouraged

workers.
Ms. NORWOOD. In total.
Mr. BREGGER. In total, yes.
Representative REUSS. Say that again.
Mr. BREGGER. There is a total of 1.1 million discouraged workers.
Representative REUSS. Of discouraged workers, white and minority?
Mr. BREGGER. Yes.
Ms. NORWOOD. Adult and youth.
Mr. BREGGER. I don't have the figures for the fourth quarter with me,

although we can provide them for the record, but typically, blacks ac-
count for about a fourth to a third of that total.

Ms. NORWOOD. And women usually account for a large proportion
of discouraged workers.

Representative REUSS. I'm not getting you. Would you talk into the
mike?

Ms. NORWOOD. In addition to blacks accounting for a large propor-
tion, women also tend to be a large proportion of the discouraged
workers.

Representative RETSS. All right. If you would file that additional
material, we would be most grateful as we always are for the help you
and your associates give us, Commissioner Norwood, and we will now,
with thanks to you, stand adjourned.

Ms. NORWOOD. Thank you very much.
[Whereupon, at 10:22 a.m., the committee adjourned, subject to the

call of the Chair.]
[The following information was subsequently supplied for the

record:]
Discouraged workers, seasonallp adjusted

Fourth quarter, 1980: Thousand8
Total --------------------------------------------------------- 1,055

Men ----------------------------- 370
Women --------------------------------------------------------- 685
White----------------------------------------------------------- 686
Black and other- -354
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CONGRESS OF THE IUNITED STATES,
JOINT ECONOMIC COMMITrEE,

Washington, D.O.
The committee met, pursuant to notice, at 10 a.m., in room 2128,

Rayburn House Office Building, Hon. Henry S. Reuss (chairman of
the committee) presiding.

Present: Representatives Reuss, Mitchell, and Rousselot.
Also present: Louis C. Krauthoff II, assistant director; and Mary

E. Eccles and AMark R. Policinski, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REUSS. Good morning. The Joint Economic Com-
mittee will be in session for its monthly hearing on the employment
situation.

I am pleased, as always, to have Ms. Janet Norwood, Commissioner
of the BLS, appear before us.

Commissioner Norwood, would you tell us the news, and your ex-
tremely helpful explanations thereof ?

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND DEBORAH KLEIN, SENIOR
ECONOMIST

Ms. NORWOOD. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, I am pleased to have

this opportunity to provide the Joint Economic Committee with a few
brief comments to supplement the Employment Situation and Pro-
ducer Price Indexes press releases, issued by the Bureau of Labor
Statistics this morning at 9 a.m.

There was little change in the overall employment situation in Feb-
ruary. The Nation's unemployment rate, at 7.3 percent, remained near
the December and January level. Total employment edged up slightly,
while nonfarm payroll employment was unchanged.

During the first 2 months of this year, however, employment was
500,000 above the fourth quarter of 1980. After. rising continuously
since last slminer, the factory workweek dropped sixth-tenths of a
hour in February.

(85)
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It is difficult to evaluate the importance of this decline, since the
data were affected by the extremely bad weather conditions during
the survey reference week, in the heavy manufacturing areas of the
Midwest and central United States.

The February rise in total employment was concentrated among
adult women. As I reported to you in January, adult women who are
employed in large numbers in the service sector were the only major
demographic group to have shown employment gains during the
recession. Their employment level has risen by 835,000 over the past
year.

In contrast, employment among adult men, which had picked up
since the low reached last summer, was still about 270,000 below last
year's level. Since February 1980, the employment-population ratio,
up slightly for adult women, declined nearly two full percentage
points for adult men.

Nonfarm payroll employment, as measured by the business survey,
was unchanged in February, as a seasonally adjusted job gain in
retail trade was offset by a decline in construction employment. The
seasonally adjusted employment increase of mone than 85,000 in retail
trade resulted from 'a smaller than usual January to February em-
ployment decline in the industry. When employers reduce their work
forces less than usual, seasonally adjusted data show increases. Con-
struction employment declined over the month, following several
months of job increases.

The factory workweek, after rising steadily since last summer, de-
clined from 40.4 to 39.8 hours in February. Near-blizzard conditions
prevailed during the survey reference week, fron northern Missouri
through Iowa, southern Wisconsin, northern Illinois, Indiana, and
lower Michigan, while heavy rains fell in the Southeastern States.
The bad weather probably was responsible for a sharp over-the-month
curtailment in the construction work hours.

As I reported to you last month, the overall jobless rate has re-
mained relatively stable in recent months, after rising sharply in the
second quarter of 1980. While the incidence of unemployment has
been little changed, measures of average duration-the average length
of time a worker has been unemployec-rose during the 1980 recession
period. Movemients in the average duration figtures are really some-
what hard to interpret.

During periods of cyclical downturn, newly laid off workers, who
have only recently begun to experience unemployment, are added to
the jobless category, thus bringing down the average number of weeks
of unemployment for the total group. When these people remnain un-
employed, and job cutbacks are curtailed, the average. duration tends
to rise. Then, when the economy has been improving, the number of
workers with long spells of unemplployment tends to decline.
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In February, the number of persons unemployed 15 weeks or longer
dropped by more than 100,000. This suggests that the steady rise in
average duration. which began early last year, may be leveling off.

PRODUCER PRICES

The Producer Price Indexes for finished goods, also released this
morning, increased 0.8 percent on a seasonally adjusted basis. The in-
crease for February was about the same as in January.. Finished en-
ergy goods prices rose sharply for the fourth consecutive month, but
consumer food prices at the producer level declined 0.6 percent. Over
the year, prices of finished goods other than food and energy were up
9.0 percent, somewhat less than the previous 12-month high of 12.2
percent reached in August 1980.

Consumer durable goods prices advanced 0.5 percent in February.
Although higher than in January, the trend in this series has clearly
moderated in recent months. Price changes at the producer level for
consumer nondurable goods other than food and energy slowed in
February, but the trend, compared with a year ago, has moderated
only slightly. Capital equipment prices, reflecting continuation of
large increases that began early last year, continued to advance in
February.

Prices decelerated sharply in February at the intermediate or semi-
finished stage of processing. In fact, the increase of 0.4 percent was
the smallest in almost a year. Prices moderated for a wide variety of
industrial materials, including ferrous and nonferrous metals, and
some construction materials. Prices of energy items used in the pro-
duction of goods and services, however, continued to register large
advances.

Crude materials prices jumped sharply in February because of the
very large price increases registered for domestic crude petroleum.
Prices of crude materials other than energy declined.

In summary, employment and unemployment changed very little
in February. Hours of work in manufacturing dropped sharply, but
at least some of the weakening in this important leading indicator
may reflect the especially bad weather coiditions during the survey
reference week in many parts of the country.

Finished producer prices rose at about the same rate in February as
in January, but the over-the-year change in this, index slowed to 10.4
percent. In February, prices of consumer food products dropped at
the producer level. However, prices of capital equipment rose and
sharp increases occurred in the prices of all the energy products priced
for the index.

We would be very happy to try to answer any of your questions.
rThe table attached to Ms. Norwood's statement, together with the

press release referred to, follows:]
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UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11
X-11 ARIMA method method

Unad- - (former Range
justed Con- official (cols.

Month and year rate Official current Stable Total Residual method) 2-7)

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

1980:
February---------- 6. 8 6. 2 6. 2 6.1 6. 2 6.2 6.1 0.1
March-- 6.6 6. 3 6. 3 6.2 6. 3 6. 2 6.2 .3
April ----------- 6.6 6. 9 6. 9 6.9 8.9 6. 9 6.9 -----
May-- - 7. 0 7.6 7. 6 7.7 7.7 7.3 7. 6 .4
June ----------- 7. 8 7.5 7. 5 7.4 7. 4 7. 3 7.6 .3
July- 7.9 7.6 7.6 7. 8 7. 6 7.5 7.8 .3
August - - 7. 5 7.6 7.6 7.7 7.5 7.5 7.7 .2
September- - 7.1 7.4 7.4 7.4 7.3 7.3 7.5 .2
October - -- 7.1 7.6 7.6 7.6 7.5 7.5 7.6 .1
November - - 7. 1 7.5 7.5 7.5 7. 5 7. 5 7. 5
December - - 6.9 7.4 7.4 7.4 7.4 7.4 7.3 .1

1981:
January --------- - 8.2 7.4 7. 5 7. 4 7. 5 7.6 7. 4 .2
February - - - 8. 0 7. 3 7.4 7. 2 7. 4 7. 6 7.2 .4

Explanation of Column Heads

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

components-agricultural employment, nonagricultural employment and unemployment-for 4 age-sex groups-males
and females, ages 16 to 19 and 20 yrs and over-are seasonally adjusted independently using data from January 1967
forward. The data series for each of these 12 components are extended by a year at each end of the original series using
ARIMA (autoregressive, integrated, moving average) models chosen specifically for each series. Each extended series

is then seasonally adjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and non-
agricultural employment components are adjusted with the additive adjustment model, while the other components are
adjusted with the multiplicative model. A prior adjustment for trend is applied to the extended series for adult male

unemployment before seasonal adjustment. The unemployment rate is computed by summing the 4 seasonally adjusted
unemployment components and calculating that total as a percent of the civilian labor force total derived by summing
all 12 seasonally adjusted components. All the seasonally adiusted series are revised at the end of each year. Extrapolates
factors for January-June are computed at the beginning of each year; extrapolated factors for July-December are computec
in the middle of the year after the June data become available. Each set of 6-mo factors are published in advance, in thi
January and July issues, respectively, of 'Employment and Earnings."

(3) Concurrent (X-11 ARIMA method).-The procedure for computation of the official rate using the 12 components i
followed except that extrapolated factors are not used at all. Each component is seasonally adjusted with the X-11 ARIMI
program each month as the most recent data become available. Rates for each month of the current year are shown a
first computed: they are revised only once each year at the end of the year when data for the full year become available
For example, the rate for January 1980 would be based, during 1980 on the adjustment of data from the period Januar
1967 through January 1980. Since the revision pattern and procedure for computation of the rate are identical to the officis
procedure, the results of this method will be identical to the official rate at the end of each year when the most recer
obiservation is December.

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

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

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

(7) X-11 method (farmer official method).-The procedure for computation of the official rate is used except that t
series are not extended with ARIMA models and the factors are projected in 12-mo intervals. The standard X-11 progre

Methods or adjustment.-The X-11 ARIMA method was developed at Statistics Canada by the seasonal adjustm

and times series staff under the direction of Estela Bee Dagum. The method is described in the 'X-11 ARIMA Seaso
Adjustment Method," by Estela Bee Dagum. Statistics Canada Catalog No. 12-564E, February 1980.

The standard X-1 method is described in "X-11 Variant of the Census Method 11 Seasonal Adjustment Progran
by Julius Shishin, Alan Young, and John Mangrave (Technical Paper No. 15, Bureau of the Census, 1967).

Source: U.S. Department of Labor, Bureau of Labor Statistics, March 1981.
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THE EMtPLOYMENT SITUATION: FEBRUARY 1981

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

Labor Statistics of the U. S. Department of Labor reported today. The Nation's unemployment

rate was 7.3 percent in February; it had been 7.4 percent in the prior 2 months.

Total employment--as measured by the monthly survey of households--edged up in February to

97.9 million.

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

unchanged in February at 91.5 million.

Unemployment

The Nation's unemployment rate was 7.3 percent in February, and the number of unemployed

workers was 7.8 million; both measures were about unchanged over the month. Likewise,

unemployment rates for most major worker groups in February were about the same as in January:

Adult men (6.0 percent), adult women (6.5 percent), teenagers (19.3 percent), whites (6.6

percent), Hispanics (12.0 percent), and black and other workers (13.1 percent). Jobless rates

for all of these worker groups were substantially above their year-earlier levels. (See tables

A-1, A-2, and A-9.)

The number of persons who had been unemployed for 15 weeks or more dropped in February and

the median duration of unemployment declined from 7.4 to 6.9 weeks, still well above the level

of a year ago. (See table A-6.)

The number of unemployed persons on layoff or permanently separated from their jobs (job

losers), which had been declining between June and January, was unchanged in February at 3.9
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million. The other unemployment categories--job leavers and labor force entrants--have shown no

consistent trend since June. (See table A-7.)

Total EBployment and the Labor Force

Total employment rose by 230,000 over the month and, at 97.9 million, exceeded the 1980 peak

which occurred in this series last February. Adult women accounted for virtually all of the

over-the-month increase, and their February employment total was 835,000 above last February's

level. In contrast, employment of adult men and teenagers was below the year-earlier level, by

270,000 and 450,000, respectively. (See table A-i.)

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

I Quarterly averages I Monthly data 1

Category 1 1 1 1 1 Jan. -
1 1979 1 1980 1 1980 1 1981 1 Feb.
I I I I I I change

I IV I III I IV I Dec.1 Jan. I Feb.I
HOUSEHOLD DATA -

Thousands of persons
Civilian labor force ......... 103,7411104,982I105,1731105,0671105,5431105,6811 138

Total employment ........ 1 97,5721 97,0611 97,2761 97,2821 97,6961 97,9271 231

Unemployment. 1 6,1691 7,9211 7,8971 7,7851 7,8471 7,7541 -93

Not in labor force. 1 58,8501 59,4931 59,9061 60,2051 59.9171 59,9461 29
Discouraged workers. 1 7661 9611 1,0551 N.A.1 N.A.[ N.A.1 N.A.

I Fercent of labor force
Unemployment rates: 1I I I1

All workers. 1 5.91 7.51 7.51 7.41 7.41 7.31 -0.1

Adult men. 1 
4
.
4

1 6.61 6.31 6.21 6.01 6.01 0
Adult women .I 5.71 6.41 6.71 6.81 6.71 6.51 -0.2
Teenagers. 1 16.21 18.41 18.31 17.81 19.01 19.31 0.3

White ................ - - .- 1 5.21 6.71 6.61 6.51 6.71 6.61 -0.1
Black and other. 1 11.31 13.91 14.11 14.01 12.91 13.11 0.2

Hispanic origin. 1 9.01 10.81 10.21 9.81 11.11 12.01 0.9
Full-time workers. 1 5.51 7.31 7.31 7.31 7.11 7.11 0

ESTABLISHMENT DATA I
Thousands of job

Nonfarm payroll employment . 90,55
7

1 90,1311 90,9321 91,125191,499pI91,550pI 51P
Goods-producing industries . 1 26,5491 25,3171 25,

7
801 25,892126,0

4
2pl

2
5,

9 6
0pI -8

2
p

Service-producing industries. 1 64,0081 64,8141 65,1521 65,233165,
4
57pl65,590pI l33p

I I I I I

Hours of work
Average weekly hours: 1I I 1

Total private nonfarm ............... 1 35.61 35.11 35.41 35.41 35.5PI 35.2pl -0.
3
p

Manufacturing .................... 1 40.11 39.31 39.91 40.11 40.
4
pl 39.8p1 -0.6p

llanufacturing nvertime .............. 1 3.21 2.61 2.91 3.11. 3.lpl 2.9pl -0.2p

p-preliminary. N.A.-not available.
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The civilian labor force was little changed over the month at 105.7 million. Over the past

year, the labor force has grown by 1.6 million, a slower pace than in recent years. Most of the

over-the-year increase occurred among adult women, whose labor force participation rate reached

an all-time high of 51.9 percent in February. The labor force increase for adult men was

smaller than their population growth over the past 12 months; their participation rate continued

its long-term decline and was 78.7 percent in February.

Industry Payroll Employment

Nonfarm payroll employment was unchanged in February, at 91.5 million, following 6

consecutive monthly advances. An employment gain in wholesale and retail trade was offset by a

decrease in the number of construction jobs. The number of payroll jobs was 365,000 above the

February 1980 employment peak. (See table B-I.)

Construction employment dropped by 110,000 over the month. This decline followed several

months of job gains. At 4.5 million, construction jobs were still 140,000 short of last

February's level.

Manufacturing employment remained unchanged at 20.4 million in February. The number of

factory jobs was still well below pre-recession levels.

Employment rose by 110,000 in wholesale and retail trade. Elsewhere in the

service-producing sector, there was a small job increase in finance, insurance, and real estate,

while Federal Government employment declined over the month.

Hours of Work

The average workweek for production or nonsupervisory workers on private nonfarm payrolls

fell 0.3 hour in February to 35.2 hours. Adverse weather conditions in the Midwest and the

Southeast were apparently a major factor in this decline. The manufacturing workweek decreased

0.6 hour during February to 39.8 hours, offsetting gains of the past two months. Factory

overtime declined by 0.2 hour to 2.9 hours in February. (See table B-2.)

The sharp reduction in the workweek coupled with the stable employment level led to a

decline in the index of aggregate weekly hours of production or nonsopervisory workers on

private confarm payrolls. The index decreased 0.7 percent in February to 125.7 (1967-100)

following steady increases since July. (See table B-5.)

83-655 0 - 81 - 7
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Hourly and Weekly Earnings

Average hourly earnings of production or noosupervisory workers on private nonfara payrolls

rose 0.1 percent in February (seasonally adjusted). Average weekly earnings fell 0.7 percent as

a result of the decrease in hours. Before adjustment for seasonality, average hourly earnings

rose by one cent over the month and 58 cents over the year. Average weekly earnings were

$245.70, down 35 cents in February, but up $18.95 from a year earlier. (See table B-3.)

The Hourly Earnings Index

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

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

265.6 (1967-100) in February, 0.5 percent higher than in January. The Index was 9.5 percent

above February a year ago. In dollars of constant purchasing power, the Index decreased 1.7

percent during the 12-month period ended in January. (See table B-4.)
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Chart 1. Civilian labor force and employment
(Seasonatly adjusted)
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Explanatory Note

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

The establishment survey provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information-
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
166,000 establishments I employing about 35 million
people.

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

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

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

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

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

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

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

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

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

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

leave among the employed; the establishment survey
does not;

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

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

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

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

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

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

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

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

Sampling variablity
Statistics based on the household and establishment

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

standard error from the results of a complete census. At
the 90-percent level of confidence-the confidence limits
used by BLS in its analyses-the error for the monthly
change in total employment is on the order of plus or
minus 279,000; for total unemployment it is 194,000;
and, for the overall unemployment rate, it is 0.19
percentage point. These figures do not mean that the
sample results are off by these magnitudes but, rather,
that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ from the
estimates by more than these amounts.

Sampling errors for monthly surveys are reduced
when the data are cumulated for several months, such
as quarterly or annually. Also, as a general rue,-
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller
than is the error for the jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .24 percentage point; for teenagers, it is
1.06 percentage points.

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

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

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

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

Table A-1. Employment status of the population by sox and age

url _In 1 _ -S __

_ 6 .286. "o 7 S. 1. o. M8 0 c . 1 926.r7b. -Lr .Jr .. 698 j 6960I I I 69669 66

............... 165,29 I67.56 667.767 665.298 167.005 967. 2661 16.,396 667. 585 667.7.7
...... 8 6 7 .15 2.2 2.6 2.2 2.1 2.2 7.5 2.2

0262 6~~~~M' . 663.266 665.......60 965.67 6 63.269 166S. 886 66. 26 66.27 65.66 165.2
0-~~~~~~~~~~~~~~ 6~~~~~03. 2537 166.676 606, .006 62.27 66 5.16 7 605. 285 665.667 I605.6 S. 615.661

63 63.3 63.3 63.9 63.8 67-6 63.6 63.6 63.8
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Table A-2. Employment status of the population by race. sex, and age
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Table A.3. Selected employment Indicatorm
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Table A,&. Major unerhploymnant IndIcaotora. saaaorwalIy adjusted
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Table A.T. R"son for unemployment
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T.bl. B-1. Enploy- on non*grle..hu8r1 p6y,6l9 by ind..I8y
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Tabl. 8-2. Av.rag. we-kly hourA of produ.tion or non.u..r.i.ory worker, on Orivat,
nonagricultural payroll, by industry
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Ta:ble 6-3. Average houly end weekly earnings of production. or.n...up-isor.y workers enPrIoN e
nngiutrlpayrolls by industry
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Tablo 6.4. Hour ly.-earnin d.. for product.--.iono -unayloor wr....on priVa.,
ooorio.oa.pyolsby industry dwioisio .... s [IoVl adjusted

ESTABLISHMENT DATA
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Table B-t. Iodes.. of diffusion Poscent of ind-etrios in which enploeymeo' iscr..sed
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Advance copies of this release are made available to the press with the explicit
ondorstanding that, prior to 9 ..n. Eastern tiEe: (1) Wire services will not move over
their wires copy baoed on informatLio in this release; (2) alfctronic media will not feed
sueb information to neuber stations; and (3) representatives of news ordanl.ations will not
R ice such informatio. to persons outside those organi-ations.

PRODUCER PRICE INDEXES---FEBRUARY 1981

The Producer Price Index for Finished Coods moved op 0.8 percent after seasonal
adjostoent fron January to February, the Bureau of Labor Statistics of the U.S. Department
of Labor reported today. The February rise followed a 0.9 percent advance in January and
a 0.5 percent increase in DOceaber. Prices for intermediate -aterinla rose 0.4 percent,

Table A. Percent chanles from preceding month in selected atage-of-processinr
price indeoes, seasonally adjusted

5

I I Finished goods . Internedite Roods I Crude goods

I I I I I 1 Foodo I 1 I Foodstuffal 1
i I Total IConoumerl Other I Total I and j Other I Total I mod f Other I
I tooth I I foods | I feedsj I | iedatuffal I

|Feb. 19801 1.3 1 -0.6 1 1.9 1 1.8 1 4.4 ] 1.6 1 2.2 1 1.8 1 2.7 1
Imar .. :I 1.11 1.01 11.2 .1 -2.1 .91 -2.31 -3.0 1-1.31
Apr . .8 1 -1.3 1.5 3 -1.81 .41 -1.8 1 3.5 | .4
'a' I..I .5 1 .41 .51 .61 4.81 .41 1.1 1 1.8 1 0
June .. 1 .8 I .6 I .9 i .7 1 .5 I .8 1 1.7 | -.4 I
July .... 1 1.71 3.7 1.11 .91 4.11 .71 5.3 1 7.5 1 2.4~uI, .... 1.21 2.71 .71 1.0 1 6.01 .61 4.6 1 6.1 1 2.41
lsepyt... . .31 .51 .21 .51 .71 .51 1.4 1 .7 1 2.31
Oct. .9rl .7r1 1.lrr .8rl 5.2rl .5rl 1.7rl 1.5 1 1.9r

iNov . .5rl .Irl .5r1 .8r1 .9r1 .8r1 .6r1 .2 1 S.3r1
Dec. I .51 .11 .61 1.21 -5.61 1.7 -1.21| -2.6 I .8II I I I I~~~~~~~~~~~1 I 6 I. 2 I6

IJn..19811 .91 0 I 1.11 1.21 .1 1.31 -1.0 1 -1.1 I -.81
Feb. | .8 1 -.61 1.31 .4 -3.0 1 .1' 2.91 -3.3 111.51

1 I_ I I 1_~ 1___ 1., I _ I

1/ lnter-ediate materials for food manufactaring and feeds.
Data for October 1980 have been revised to reflect the availability of late reports
and correctios. by respondents. For this reason, nsoe of the figures shown above and
elsewhere in this release may differ from these previous1y reported.

r- r±vised.
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far less than in either of the 2 preceding months. Crude material prices climbed 2.9 per-
cent, after dropping in both December and Janoary. (See table A.)

Aonl, finished goods, prices for finished energy goods advanced 3.6 percent, the
fourth consecutive large monthly increase. The consumer foods index declined 0.6 percent,
after showing no change in January and email increases in the last 2 months of 1980. The
indexes for capital equipment and for consumer good. other than foods and energy both rose
about as ouch as in January.

&efore seasonal adjosteent, the Producer Price Index for Finished Goods ooved op
1.0 percent to 262.4 (1967-100). Over the year, the Finished Goods Price Inden rose
10.4 perceet. Consu-er food prices were op 8.1 percent from February 1980 to February 1981,
the finished Onerfy Goods index climbed 22.3 percent, prices for finished csnsuuer goods
other thus food sod energy increased 7.9 percent, and capital equipment prices advanced
11.2 percent. The Prudecer Price Inden for intermediate Lgoods rose 9.5 percent over the
year, and cr-de atertal prices .uoved op 12.4 percent.

FInished nods

Finished consoner g.ods. The Producer Price lnden for finished consomer goods rose
0.8 percent in February on a seasonally adjusted basis, the same as in January. Declines
cfor foods were uors than offset by large advances for energy and other items.

Table i. Percent changles in finished moods price inde.es, selected periods*

Changes fro. preceding month, seasonally adjusted JChange in I
I I I finished
i I I I Finished consumer goods encluding foods |goods fra I

. I 1Capital IFinishedl __ 12 months I
I Month lFinished! equip- Icoonsserl I a&o I
I I goods .oent I goods I Total I Durables I Sondurables I (onadj.) I
I I I I I I I I I

Feb. 19801 1.53 0.8 I 1.5 1 2.5 1- 1 .7 j 2.9 1 13.6 1
I lur .... I 1.1 I .91 1.2 1 1.3 1 -.7 1 2.5 1 13.9
|Apr ..... I .8 1 1.6 1 .5 1 1.4 1 .3 1 2.0 1 13.7 |
19ay .... 1 .5 1 .31 .5 1 .5 1 .1 1 .7 j 13.5 I

Jone .... | .8 1 .71 .9 1 1.0 1 1.5 i .7 | 13.8 1
IJuly .... 1 1.7 1 1.2 1 1.9 1 1.01 1.5 I .8 1 14.6 I
IAug .... I 1.2 I 1.0 1 1.2 I .6 1 .8 1 .5 I 14.8 I
5lePt ..... I .3 1 .1 .3 1 .2 1 -.1 1 .4 i 13.1 1
oct .... I .9r I 1.7r i .8r I .r I l.8r I .4r I 13.1r I

Iov . I .Sr I .Ir I .5r I .7r I .Ir I 1.lr 1 12.1 1
lice c . I.. l .5 1 .91 .4 1 .5 1 0 I .8 I 11.7 I

Jan. 19811 .9 I 1.0 1 .8 1 1.2 1 0 1 1.7 1 10.8 I
IFeb . I .8 1 1.1 1 .8 1.3 1 .5 I 1.8 1 10.4
I I I I I I , I I

Data for October 1980 hane 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.
-revised.
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Finished energy prices were up 3.6 percent, the largest monthly advance since March
1980. Gasoline prices moved up 4.7 percent, following a 2.5 percent rise in January, and
home heating oil prices rose 6.5 percent, after an increase of 5.7 percent a sonth
earlier. However, the index for natural gas was unchanged, following 10 consecutive
sonths of large increases.

The index for finished consu.er goods other than foods and energy rose 0.7 percent
in February, after an advance of 0.8 percent in the previous month. Increases occurred
for a broad range of items, especially newspaper publishing, alcoholic beverages.,
cosoetics, drugs, tires and tubes, and sanitary papers and health products. Jewelry
prices declined for the second consecutive month.

The indem for consumer finished foods declined 0.6 percent, after showing no change
in January. Prices for beef and veal, pork, and processed poultry all continued to fall.
Fresh fruit prices averaged lower despite a sharp rise for Florida oranges. Prices were
also lower for refined solar. On the other hand, prices rose for fresh and dried
vegetablhs and whole black pepper, after declining a month earlier. Prices for frozen
orange concentrate, fresh oranie juice, and canned orange juice all rose sharply over the
nooth. Prices for peanut bhtter rose 6.6 percent, the fourth consecutive sharp .onthly
increase.

Capital equipoest. The Producer Price Index for capital equipment rose 1.1 percent
in February, about the same as in January. Heavy motor truck prices climbed 1.4 percent,
about as much as in the preceding sooth, but light motor truck prices were unchanged,
following a substantial January advance. Increases were also registered for construction
machinery, coo-ercial furniture, railroad equipment, agricultural machinery, photokraphic
eqaijxent, plastic and rubber industry machinery, food products machinery, and puops and
coupressors.

Intermediate materials

The Producer Price Index for Intermediate Materials, Supplies, and Cooponents moved
up 0.4 percent in February on a seasonally adjusted basis, following 2 months of increases
of 1.2 percent. Price moderation was evident in a wide variety of industrial goods, and
foods and feeds prices decreased. However, prices for most energy items continued to
register large advances.

The index for interuediate materials other than foods and energy edged up 0.2 percent,
the smallest rise since last April. The durable manufacturing materials category
declined 1.4 percent, led by sharply lower prices for gold, silver, jeweler' materials,
lead, and tin. Copper and hardwood lumber registered small price decreases. The finished
steel mill products index was virtually -ochanged, following 4 consecutive months of
substantial increases.

The nondurable manufacturing materials index increased 0.7 percent, considerably
less than the 2.0 percent advance in January. Prices for leather and -inedible fats and
oils fell sore than in January, and the rate of increase slowed substantially for
paperboard, finished fabrics, synthetic fibers, and synthetic rubber. Large advances
occurred, however, for industrial chemicals, gray fabrics, paper, paint materials,
phosphates, and nitrogenates.

The construction materials index declined 0.3 percent. Prices continued to sove
dusn for softwood luober, sillurk, plycod, and copper wire and cable. Decreases were
also recorded for asphalt roofing and environsental controls. In contrast, prices rose
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for wiring devices, switchgear and switchboards, insulation materials, refractories, and
building paper and board.

In the manufacturing conponents category, prices for motor vehicle parts, screws,
hardware, bearings, and electric motors rose sharply. Anong other goods, substantial
increases were recorded for paper bags and boxes, alenisse zippers, sixed fertilizers, and
pesticides. On the other hand, prices for wood pallets declined.

The intermediate foods and feeds index fell 3.0 percent. Lower prices were
registered for prepared animal feeds, refined sugar used in food senefactoring, crude and
refined vegetable oils, and floer.

The intermediate energy index advanced 2.8 percent, the third consecutive jump of
about that nagnitede. Larger price increases for diesel fuel and cocenrcial jet fuel were
soderated by smaller increases for electric power and liquefied petroleum gas. Residual
fuel and kerosene prices continued to move up at about the sane rate as in the previous

onthb.

Crude materials

The Producer Price Index for Crude Materials for Further Processing rose 2.9 percent
in February on a seasonally adjusted basis, follouing decreases in December and January of
1.2 and 1.0 percent, respectively. The crude energy materials index soared, but prices
for cost other crude materials continued to move down.

The index for crude energy materials rose 20.0 percent. Virtually all of this surge
was duo to a 37.0 percent jump in the crude petroleum index, reflecting the cumulative -im-
pact of deregulation nove0 over the past several months.

The index for crude foodstuffs amd feodstuffs declined 3.3 percent, somewhat nore
than in either Deceober or January. Cattle prices foll for the sixth consecutive nonth;
hbg and live poultry prices also soved down but much less than in January. Prices for
grains, soybeans, and green coffee fell after climbing sharply in the previous month. Raw
ease sugar prices decreased 12.2 percent, following a 3.7 percent rise. in January. On the
other land, fluid milk prices rose considerably nore than in the previous month; prices
for cocoa beans moved up sharply for the second- consecutive month after falling for
10 months.

The index for crude nonfood materials other than energy dropped 3.4 percent,
following a 5.8 percent decline in January. Both ferrous and nonferrous scrap prices
moved down about 8 percent for the second consecutive month. Rae cotton and crude rubber
prices declined esre sharply than in January; prices of hides and seins also continued to
decrease but not as much as in January. Wastepaper and potash prices fell after rising in
the preceding month. On the other hand, iron ore prices rose sharply, and sand and gravel
prices advanced more than in the previous -onth.

Producer Price Indents Will Shift to New dane Nest Year

BeLginning with the release of January 1982 data in February 1982, mest Producer
Price Indexes will shift to a new base year. All iadenes currently empressed en a base of
1967-100, or any ether blse throuth Deeceber 1976, will be reba.ed to 1977-100. Only
indents with a base later than D-ceober 1976 will keep their current base. Rfbasing of
PPI data is part of a c-eprehensine rebasieg; of indexes poblished by the Federal



112

Coverm.ent. (See Technical Note, "Federal a.encies updating base year of indexes to
1977," in the February 1981 issue of !lonthly Labor Revlew.) The last previous rebasing of
PPI data occurred in January 1971, when the corrent 1967 base was substituted for the
forser 1957-59 base.

Historical data for each PPI series on the new base will be available from BLS on
request.

To convert any continuous index series on the 1967 base to a new continuous series
on the 1977 base, divide each index value on the former base by the index value for the
new base period and multiply by 100. For exaxple, the August 1980 index for steel sill
products was 301.0 (1967-100). To convert that index to a base of 1977-100, divide 301.0
by the 1977 annual average for steel sill products on a 1967-100 base, which was 229.9.
The August 1980 index for steel sill products on a base of 1977-100 thus becoons:

(301.0/229.9) x 100 - 130.9

Rebasing an index does not affect the calculation of percent changes over time,
except for possible rounding differences, so long as all calculations are performed with
indexes expressed on the sase base. Ltng-tero business contracts with escalation clauses
which sake changes in selling or buying prices dependent on percent changes in specified
PPI series should, therefore, not be substantively affected by the rebasing next year.
However, contracts with escalation clauses which oake price changes dependent on changes
in index points say be greatly affected by rebasing. (See 'Escalation and Producer Price
Indexes: A Guide for Contracting Parties," BLS Report 570, available on request.)
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes.measure average changes in
prices received in primary markets of the United States
by producers ofcommodities in all stagesofprocessing.
These data were previously presented as the Wholesale
Price Index. The name "Producer Price Indexes" is
now being used to reflect more accurately the coverage
ot the data. The sample used for calculating these in-
dexes continues so contain nearly 2.800 commodities
and about 10.000 quotations selected to represent the
movement of prices of all commodities produced in the
manufacturing, agriculture, forestry, fishing, mining.
gas and electricity, and public utilities sectors. The
universe includes all commodities produced or im-
ported for sale in commercial transactions in primary
markets in the United States.

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

Finished goods are commodities that will not under-
go further processing and are ready for sale to the ulti-
mate user. either an individual consumer or a business
firm. Capital equipment (formerly called producer

finished goods) includes commodities such as motor
trucks, farm equipment, and machine tools. Finished
consumer goods include foods and other types of goods
eventually purchased by retailers and used by con-
sumers. Consumer foods include unprocessed foods
such as eggs and fresh vegetables, as well as processed
foods such as bakery products and, meats. Other
finished consumer goods include durables such as
automobiles, household furniture. and jewelry, and
nondurables such as apparel and gasoline.

Intermediate matuerials, supplies. 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.

Crude ma-er-ials for further proc-soing include prod-
ucts entering the market for the first time which have
not been manufactured or fabricated but will be proc-
essed before becoming finished goods. Scrap materials
are also included. Crude foodstuffs and feedstuffs in-
clude 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.
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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 then 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. Tlis multiple counting occurs because
the weighting structure for the Ad Commodities Index uses
the trital shipment values for all commodities at all stages
of processing. On the other hand, the Finished Goods
Price Index would reflect the change in automobile, prices.
the Intermediate Materials Price Index would reflect the
steel sheet price change, and the Crude Materials Price
Index would reflect the rise in the price of steel scrap.
(See illustration.)

To the extent possible, prices used in calculating
Producer Price Indexes apply to the fust significant com-
mercial transaction in the United States, from the produc-
non or central marketing point. Price data are generally
collected monthly, primarily by mail questionnaire. Re

spondents are asked to provide net prices or to provide
all applicable discounts. BLS attempts to bane Producer
Price Indexes on actual transaction price; however, list
or bcok prices are used if transaction prices are not
available. Most prices are obtained direcdly from pro-
ducing companies on a voluntary and confidential basis,
but home prices are taken from trade publications or
from other Government agencies. Prices generally are
reported for the Tuesday of the week containing the 13th
day of the month.

In calculating Producer Price Indexes, price changes for
the various commodities are averaged together with weights
representing their importance in the total net selling value
of all commodities as of 1972. The detailed data are
aggregated to obtain indexes for stage of processing
groupings, commodity groupings. durability of product
groupings, and a number of special composite groupings.
Each index measures price changes' from a reference
period which equals 100.0 (usually 1967, as designated by
the Office of Management and Budget). An increase of 85
percent from the reference period in the Finished Goods
Price Index, for example. is shown as 185.0. Thin change
can also be expressed irs dollars, as follows: 'The price
of a representative sample of finished goods sold in
primary markets in the United States h asrisen from S100
in 1967 to S185."

A Note about Calculating
Index Changes

Movements of price indexes from one month to another

are usually expressed as percent changes rather than changes
in index points because index point changes are affected
bv 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-moonth and 6.month periods are
expressed as annual rates that are computed according to
the standard formula for compound growth rates. These
data indicate whet the percent change would be if the
current rate were maintained for a I 2-month period.

| lnden Pabst Chinre

Rnised Goods Prit ndex 1855 -
less prensh inde 184.5
equals indextrein clacee .0

Indea P-1cenr ChaVi|

lndex poins chane -L0
divided by the previous indev 184.5
equal 0.005

-essit uiltiplied by 100 0.005 loo
equals index perrent change o0s

A Note on Seasonally
Adjusted Data

Because price data are used for differept purposes b
different groups, the Bureau of Labor Statistics publishes
seasonally adjusted as well as usadjusted changes each
month. -

For analyzing general price trends in the economy.
seasonally adjusted data usually are preferred because
they eliminate the effect of changes that normally occur
at about the same time and in about the same magnitude
every year-such as price movements resulting from
normal weather patterns. regular production and marketing
cycles, model 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 revned 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
estate leases.
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Table 1. Producer price Indexes and percent changes by stage of processing
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Table 2. Producer price indexes and percent changes for selected commodity groupings
by stage of processing
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Table 2. Continued-Producer price indexes and percent changes for selected
commodity groupings by stage of processing
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Table 3. Producer price indexes for selected commodity groupings'
1967= 100)

Unadjusted index -j
Grouping jOct. 1980 Zo1 Feb. 1981 Z/

--.-- , - I
All CO..odit.eS.........I I '00.7
All Conmodities (1957-59=10) . . ....... 294.7 504.4

MAJOR COMMODITY GROUPS I
Farm products and processed foods and feeds ............. 259.4 24.9

Farm products ... 26.6 262.3
Processed foods and feeds, .. 9 250. I 250.0

Industrial commodities ................................ ; 282.0 294.8
Teotile products and apparel.1 0.1 193.1
Hides, skins, leather, and related products........... 253.2 257.4
FPols and related products acd power .......... 9.9 663.0
Chemicals and allied products A'.264.0 277.2
Robber and plastic product ... 222. 226 5
Lonber and wood products ............................ 0. 294.5
Plp. paper, and allied products .............. 254.3 266 2
Metals aod metal products..........2919 293.7
Machinery and equipment ............ ......... 246.8 254.8
Furniture an d household durables.. .............909 6
NonmetalliH cmineraI products ..... 288 97.7
Transportation equipeent (DLec .. 96

1 0 0
)297.4 28. 5

Miscellaneous products ................. 2.............. 266.0 263.2

Industrial commodities less fuels and related
products and power ..................................... 249.6 056.6

OTHER COMMODITY GROUPINGS

01-2 G 0in6s0.COMMODI 269.2 1 267.5
09-I L2instech .263.0 244.6
09-3 Plant and animal fibers .278.5 268.4
01-8 Hay, hayseeds. and milseeds.. 284.4 295.0
09-9 Other farm prdt...c 285.8 295.1
02-1 Cereal and bakery produtss 249 2531 7
02-2 Meats, poultry, and fish..... 206.0 243.9
02-5 Sugar aod confectionery404.7 324.7
02-6 Beverages and beverage maeala . .. . 219.5 242.2
02-65 Packaged beneraged atea tls.. 337.1 314.4
02-7 Fats and oils ................ 228
04-4 Other leather and related products. 229.08 1 235.8
03-3 Gas fuels 2...2 0a50.
05-7 Refined petroleum products A . . 690.4 767.0
06-3 Drugs and pharmautical .. .9 178.4 107.4
06-5 Agricultural chemicals and proddcts. 260.6 271.3
06-7 Other chemicals aod allied products .230.9 246.7
07-1 Rubber and rubber products .244.6 249.2
07-99 Crude robber . 27.7 200.8
07-13 Miscellaneous rubber prodctts 232.0 243.0
00-9 Lumbr .. 320.6 327.8
09-9 Fulp. paper, and products, eocloding building

paper and board . . 255.6 264.6
09-15 Conoerted paper and paperboard paproducts. ..i. 243.7 252.0
10-1 Iron and steel 310.5 323.0
10-93 Steel mill products. . .307.5 322.9
10-2 Nonferrous metals . ................... 3 309 4 286.2
19-3 Metaluorting machinery and equpment2 5 291.2

11-4 Geceral purpose machinery and eguipipet 272.5 279.9
11-7 Electrical machinery and equppmtn.. 227.0 213.6
999 1Miscm11aneous machinery and equippet.. 236. 241.7
13-2 Concrete ingredients..279.0 289.6
14-1 Motor nehicles and eguipment 218.2 230.2

Motor truc .. 249.3 259.4
15-4 Fhotographic equipment and supplies. . 20.0 209.6
15-9 Other miscellaneous produts. .538.4 133.2

j, Indexes for these commodity groupings are not included
in Table 2 because their components are divided among different
stages of processing.

V: Data for Oct. 19900 have kneen revised to reflect the
anai lability of late reports and corrections by
respondents. All data are subject to renision 4
months after original publication.

1 Prices of some items in this grouping ar- lagged I month.
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Chart 1
Finished Goods Price Index and 4ts components

1971 - 81
3-month annual rates of change

(Seasonafly adjusted)
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Chart 2
Intermediate Materials Price Index and Its components

1971 - 81
3-month annual rates of change

(Seasonafly adjusted)
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Chart 3
Crude Materials Price Index and Its components

1971 - 81
3-month annual rates of change

(Seasonally adjusted)
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Representative REUSS. Thank you, Commissioner.
In reading the price response to the continuation of "stagflation"-

the combination of stagnation and inflation-the inflation rate which
you've reported today for February, as an annual rate of 10 percent, is
still double-digit; and the employment rate shows that 1 million more
men and women are unemployed today than were unemployed a year
ago.

Is that not so?
Ms. NORWOOD. Yes. I think there is really very little change.
Of course, in the price area, Mr. Chairman, there are differences

within the groupings.
Representative REUSS. Food, for instance, was down. But energy, due

to the decontrol of crude, was up.
Ms. NORWOOD. Due, primarily, to crude petroleum, of course, the

effect of full decontrol. But the other stages of processing are still not
reflecting the full decontrol, because of the timing of the price increase.

Representative REUss. So, we're going to get worse in energy before
we get better?

Ms. NORWOOD. We probably will.
Representative REUSS. You point out, there was a very sharp drop in

February in manufacturing; namely, 0.6 percent in the number of
hours worked. Part of that, as you say, was due to the fact that, on the
days on which you took your survey, there was snow, heavy snow, in a
number of cities; and many workers may not have been able to make it
to work.

But that doesn't account for the whole drop-off in hours spent in
manufacuring, does it?

Ms. NORWOOD. I am not sure.
Nevertheless, this is the first month since July that we have had a.

crrop in hours. The drop in hours appears to be concentrated in the
durable manufacturing industries; and I think it bears watching. But
I do think we should be extremely careful about drawing any conclu-
sions, because of the weather.

Representative REuss. Because it involved durable manufacturing,
is there any regional significance to this? Would the midwest, for
example, take a worse beating than other areas?

Ms. NORWOOD. The drop in hours is. in industries which are located
there. That's where the blizzards occurred, too.

By the way, there was unusually mild weather ini January, in con-
trast to the unusually heavy weather in February. There also was a
drop both in employment and in hours in construction, which is cer-
tainly very much affected by the weather.

Representative REUSS. Congressman Mitchell.
Representative MITCHELL. It's good to see you again, Commissioner.
I have this persisting interest in black unemployment. It is ravag-

ing our communities and is certainly contributing to the rate of
crime.

I reviewed the unemployment statistics for last year and January
of this year. Looking at last January you find that white males over
20 at 4.7 percent and in December of 1980 6.2 percent. In January of
this year the rate had dropped to 5.5 percent.

83-655 0 - 81 - 9
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Insofar as males 20 and over are concerned, we started with a 4.7
percent rate in January of 1980, and it has increased to 5.5 percent.
That is less than a 1-percent increase.

If you review the, nonwhite males 20 and over, in January of 1980
the unemployment rate was 9.6 percent, almost double that of their
white counterparts. It rose to 12 percent in December. However, in
January of this year, it has now increased to slightly more than 12
percent, that reflects almost a 3-percent increase in unemployment
for black males 20 and over, as contrasted with less than a 1-percent
increase for white males 20 and over.

How would you explain this difference?
Ms. NORWOOD. Congressman, you're quite right about the general

magnitudes. There are a few little differences in the seasonal adjust-
ment of the data, but you're certainly quite right about the magnitudes.

And, as you well know, our minority population has a harder time
in the labor force. We have discussed this many times, and it is a
very serious problem.

Representative MITCHELL. My point is that more than a year ago
black males over 20 had an unemployment rate almost twice as highl
as their white counterparts. Now, in January 1981, while white males'
rate has decreased to nearly 5.5 percent, blacks 20 and over have
experienced an almost 3-percent increase.

You responded by saying that minorities have always had a harder
time finding emploVment. I wonder because of the tight employment
situation whether or not we're beginning to see racism begin to be
reflected in the hiring of blacks over 20?

Ms. NORWOOD. Mr. Mitchell, the seasonally adjusted data show that
there is'a large gap between the blacks and the whites, but that that
gap has not widened over the last year.

The February 1980 figures were 4.1 compared to 9.5 percent; and
the February 1981 figures, 5.4 compared to 10.8 percent.

We at BLS do not have any kind of data which could prove or
disprove discriiaination ; we really just don't know.

Representative MITCHELL. It is interesting that Mr. Reagan is pro-
posing to put at least 600,000 people cut of work temporarily. I shall
be quite interested in following whetlher there is a high incidence of
nonwhite unemployment in that pattern. If the Reagan proposals
are enacted it should begin to show very quickly.

You cited weather factors. Our chairman also touched on this area.
Does not the drop in construction employment indicate, not neces-
sarily weather factors, but structural weaknesses in the housing in-
dustry ?

Are the high interest rates, that the Federal Reserve has fostered,
are they not now beginning to show their predictable effects?

Ms. NORWOOD. We have seen somne drop in construction emplov-
ment, as the result of conditions in housing. About 37 percent of the
decline in employment in construction was due to work on highways
and roads. And I think those people imust have been affected by the
bad weather. Some of the housing data that are released by other
agencies seem to mie to be stronger than one would have expected.

Still, there has been some dleterioration. particularly in private,
single-family housing; but some of the larger structures are still being
built.
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Representative MITCHELL. Are you in a position to forecast whether
or not the deterioration in private, single-family constrnction will con-
tinute for some time?

Ms. NORWOOD. Mr. MNitchell, I ama very glad we (1o not engage in
short-term forecasting: it's a very difficult business..

Representative MITCHIELL. Then, you are very wise not to respond to
my question.

I was thinking of your response in the evolution of "Reaganomics."
With the reduction of section 8 housing and the elimination of the 312
housing rehabilitation program. I was wondering whether or not the
actions of this administration, coupled with the impact of the prime
rate on the housing industry, might not make for a very disastrous
housing situation for all of us.

I have one more question, Ms. Norwood. Chrysler, Ford, and Gen-
eral Motors are all doing well with rebate programs. My Granada
is now 6 years old. If they keep the rebates going, I might turn it in
and get another one.

My question is, Is the employment rate in the auto and other
related industries reasonably stable now?

Ms. NORWUOD. There's been very little change in employment in the
automobile industry, in the last month, or so. But, as we all know,
unemployment in the automobile industry is still extremely high.

Representative MITCHELL. We are in a situation in which a bad
situation has remained stable; right?

In evaluating the rebate programs, are the automobile manufac-
turers primarily aiming to reduce inventories, rather than stepping
up production?

Ms. NORWOOD. The rebates so far have probably been reducing in-
ventories. If those sales continue, we should see increased production,
as the inventories are worked off.

Representative MITCHELL. I have no further questions at this time.
I might want to come back to you.

Representative REUss. On the question just raised by Congressman
Mfitchell on automobiles, let's look at the price side. Mr. Mitchell was
looking at the employment side. Let's take the biggest automaker:
General Motors has been increasing the price of its products steadily.
And, while a discount program has had an effect in recent weeks, I
understand that that is going to be removed in a few days, unless
the price goes up once again.

Meanwhile, over in the Federal Republic of Germany, General
Motors, it turns out, has a subsidiary named Opel. Recently Count
von Lamsdorf, the Minister of Economics, announced with pride that
Opel, General Motors subsidiary over in Germany, working mostly
with the Government, has not only improved its products and pro-
duced a better car. but is selling it for less. This raises great joy in
the German consumer and indeed of Opel which is making and
deserves to make a good profit out of it.

Contrasting the situation in the two countries, one notes that Ger-
many has an incomes policy and that this country recently has totally
expunged and stamped out its incomes policy.

Would it be a good idea if we had an incomes policy?
Ms. NORWOOD. Mr. Chairman, I am not sure that one can draw direct

relationships between any policy, macropolicy and the specific changes
in the automobile industry.
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We do know that there have been price increases in automobiles in
the United States but our indexes for passenger cars have not risen
as much over the past year as the indexes for many other commodities.

Representative REuss. Of course, they don't rise as much as the
commodity which they contain; namely, gasoline. But oughtn't we
look at prices across the board, because unless we get lower plices in
some things you are going to be absolutely murdered by the higher
prices that you are sure to get in other things, particularly the higher
price that may be under the control of OPEC. It should at least arouse
the concern of policymakers, shouldn't it, that in Germany, with Gov-
ernment help and surveillance, a General Motors subsidiary with very
high cost labor was able to reduce the price of its automobiles and
give a better quality automobile as opposed to here where the price,
while it has not shown the percentage increase of some commodities,
has nevertheless continually gone up.

Ms. NORWOOD. As you know, Mr. Chairman, we have a much greater
inflation problem in this country than they have in Germany at the
moment. So there are a lot of factors involved.

Representative REUss. Germany imports all of its oil. We import
only about half our oil. It is we, not the unfortunate Germans, who are
raising interest rates, which are a cost added to inflation in Germany.
So I am not at all sure that the problems are all that different. But I
did want to make the point that what is good for General Motors in
Germany might also be good for General Motors in the United States.
Let's see what they do.

Congressman Mitchell.
Representative MITCHELL. Mr. Chairman, thank you.
I have one last series of questions. I am in a nice pleasant mood this

morning. I have mentioned my little Ford Granada. I filled it up to
three-quarters the other day and it cost me $17. Someone, some persons
acting with sagacity and wisdom, elected to decontrol many areas of
energy. We have had an increase in the CPI of eight-tenths of 1 per-
cent. If you annualize that out for a year, that is about a 10-percent
increase.

How much of this total wholesale price increase do you think is at-
tributable to energy prices? You might say energy prices as a result
of decontrol.

Ms. NORWOOD. We can try to provide something on that, Mr.
Mitchell. Mr. Layng will have the figure in a few moments. But first
let me make clear that a good part of the information on energy prod-
ucts in the Producer Price Indexes that are released today is the result
of the decontrol that was phased in during the Carter administration.

Mr. Reagan removed controls at the end of Tanuary. The crude
petroleum index at the crude stage of processing shows a large increase
which took place after the Reagan decontrol. The 2.7-percent increase
in refined gasoline and the increases in kerosene, diesel fuel, jet fuel-
those are still the results of the decontrol before Mr. Reagan came
into office.

Representative MITCHELL. In other words, we might get hit in the
wallet around the end of next month or the following month because
of the Reagan decontrol. Is there a 60-day lag, maybe?

Ms. NORWOOD. I think that all economists expect that there will be
an increase in energy products as decontrol occurs before there will be
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declines. I think they are anticipating declines, but first the increase.
Mr. Layng informs me that about three-tenths in the eight-tenths

change in the Producer Price Indexes is energy.
Representative MITCHELL. Three-tenths.
Well, no more questions. It is always so nice to see you, but I always

feel so depressed. We have a situation where unemployment is re-
maining high, particularly for blacks. We have a situation where we
don't have inflation under control, and certain moves taken by the past
administration and this administration suggest that we are going to
pay more before there is any leveling off. I am trying to figure out,
in my own mind, how you drain some more blood out of those people
that we have kept permanently unemployed.

You're nice, but what you present to me is just depressing.
Thank you.
Ms. NORWOOD. I hope to have better news in the future.
Representative MITCHELL. That's what you told me last year.
Representative REUSS. Thank you. In this committee, Commissioner,

we do not blame the messenger for the message. The message is dismal,
the messenger brilliant and charming. We will see you again next
month.

Ms. NoRwoon. Thank you.
Representative REUSS. Now the committee will recess until 10:30

when we will hear from Secretary Donovan.
[A short recess was taken.]
Representative REuss. The committee will be in order.
Secretary Donovan, we are honored and delighted to have you with

us this morning. You, I believe, have a prepared statement, which I am
sure will be received in full into the record.

Will you now proceed in whatever way is congenial to you to present
it, and Congressman Mitchell and I and some of the rest of us will
have some questions.

STATEMENT OF HON. RAYMOND J. DONOVAN, SECRETARY OF
LABOR, ACCOMPANIED BY LARRY WEATHERFORD, DEPUTY AS-
SISTANT SECRETARY FOR EMPLOYMENT AND TRAINING

Secretary DONOVAN. Thank you, Mr. Chairman. I am delighted to be
here this morning.

I am especially pleased to have the opportunity to appear before you
today to discuss President Reagan's program of revitalizing the
economy and the importance of this program for the American work-
ing man and woman.

It is an understatement that the decade of the 1970's was an ex-
tremely difficult period for the average American worker. These 10
years were plagued by repeated economic recessions and slow growth
resulting ill high levels of unemployment. These high levels were ac-
companied by an acceleration in inflation and high taxes which steadily
eroded the purchasing power of the workers' wages, their savings, and
their retirement :incomes.

Further, many workers found their jobs increasingly threatened by
the inability of American industries to meet foreign competition.

The country was gripped by a sense of frustration and fearful of
our inability to cope with the enormous problems besetting the Nation.
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It is with this backdrop that President Reagan developed his pro-
gram for revitalizing the national economy. This revitalization pro-
gram is the cornerstone of the administration's domestic economic
policy. I cannot stress enough the importance of this program for the
American worker. Without such a revitalization, we are locked into
the bleak world of continued high unemployment and inflation which
has had a devastating impact on the American worker.

As you know, the President's program calls for four key elements.
Specifically, it calls for: Significant reduction in the roof of Federal
expenditures; a 3-year tax reduction of 30 percent in individual in-
come tax rates, accompanied by modifications in depreciation sched-
ules that will provide incentives for revitalizing plant and equipment;
an extensive program of regulatory reform aimed at reducing the un-
necessary regulatory burden; and finally, a stable monetary policy.

These four elements must be viewed as an integrated whole. The
four elements comprise a complementary and integrated program for
national economic recovery. We recognize that the program is dramatic
and will influence the lives of many individuals.

The scope of the program, however, is tailored to the need for dra-
matic action that is required to place the economy back on a sound eco-
nomic path of strong noninflationary growth.

First and foremost, the program is designed to break the inflationary
psychology that pervades the economy. The key factor underlying this
inflationary psychology is the rapid increase in the growth of Federal
expenditures. These must be brought under control since failure here
will doom the entire program.

Second, the program is designed to revitalize the industrial base of
the economy and thereby stimulate growth. It is this growth that will
lead to the jobs and real wage gains for which the American worker
has hungered.

Revitalization itself will be achieved primarily through new invest-
ment in capital goods, which American workers must have in order to
work efficiently and to meet the challenge of foreign competition. To
achieve this needed investment, the President's tax policy complements
the budget reform proposals by encouraging individuals and com-
panies to increase savings and investment.

These tax policies are further reinforced by the program of regula-
tory reform aimed at reducing or eliminating unnecessary regulations,
which only add to the costs of production, thereby constraining the
economy's ability to grow.

The stakes in achieving the President's program are high. Failure
to achieve a revitalized economy points to a bleak outlook for the
American worker. It is for this reason that the Department of Labor
can and will make every effort to insure the success of the President's
program.

EXPENI)ITURE REDUCTIONS

In fiscal year 1981 the Department of Labor is reducing expenditures
by $2 billion, followed by $7.8 billion in 1982. I am not unaware, sir,
that these actions will require dislocation and hardships for some in-
dividuals. We can only assure the committee that in achieving the
expenditure reductions the greatest care was taken to insure that the
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truly needy would not be hurt. To the extent possible the Depart-
ment's programs have been redirected to enforce the revitalization
effort.

In the trade adjustment assistance program, as an example, we are
shifting the emphasis of the program back to its original purpose,
that of assisting workers displaced by foreign competition to find
new jobs through training and relocation assistance.

As I have indicated, I firmly believe that workers who are unem-
ployed through no fault of their own are entitled to temporary help
while they seek other jobs. The recent explosion of TAA costs, how-
ever, simply cannot be justified in the light of either the program's
intended purpose or our national priorities. As of last November it was
estimated that these costs would reach $2.7 billion for fiscal year 1981.

The present program provides benefits which are far out of propor-
tion to those received by workers who are unemployed for nontrade
related reasons. These payments are made to workers regardless of
their intents to find new careers in healthy industries. In the case of
industries which pay private supplemental unemployment benefits, the
effect of the program has been to shift the benefit costs from industry
financed funds to the Federal taxpayer.

Under the administration's proposal workers would be required to
exhaust their unemployment compensation benefits before receiving
adjustment assistance. Under current law they can receive both benefits
simultaneously. Benefits will be the same as the worker's weekly benefit
amount under the State UT law. The maximum duration of both UI
and TAA benefits combined would be 52 weeks. All workers certified
for TAA would continue to be eligible for training, special TAA job
search and relocation allowances.

The effect of these changes will be to shift the emphasis of this pro-
gram back to its original purposes, the readjustment of the workers.
These changes are expected to result in a fiscal year 1982 savings of
$1.1 billion.

Similarly, the black lung disability trust fund, because of liberal
eligibility requirements and inadequate financing, has resulted in sky-
rocketing deficits. By eliminating unjustified claims and assuring ade-
quate financing we can place this fund on a self-supporting basis.

The present coal production tax of 50 cents a ton of underground
coal and 25 cents a ton for surface mined coal is clearly inadequate to
finance this program, and massive deficits are being financed by loans
from the United States Treasury. At the end of fiscal year 1980 the
fund owed the Treasury $956 million. It is expected that this debt will
reach $1.5 billion by the end of this fiscal year and that there will be
further massive increases in the year to come.

We must restore financial soundness to this fund. We need to tighten
up the program's eligibility requirements. And let me emphasize that
we do not want to deny benefits to those truly disabled by black lung.
Our purpose is to eliminate unjustified claims. By eliminating these
claims and imposing a reasonable coal tax increase, we can place this
fund on a self-supporting basis. The administration is developing a
specific proposal to attain these objectives.

In our comprehensive employment and training programs, the elimi-
nation of public service employment will return CETA to its original
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purpose of improving the employability of low-income, structurally
unemployed persons by providing skills that are marketable in the pri-
vate sector.

We propose phasing out by the end of fiscal year 1981, the two CETA
programs which provide funds for subsidized pub]ic-sector employ-
ment in State and local government.

The work experience the participants in public service employ-
ment programs receive has not helped many of them in finding private
sector employment. A substantial number of PSE participants do not
find employment when they leave their subsidized jobs. This may be
due in part because the types of jobs they get in the public sector
sometimes do not have private sector counterparts.

Elimination of public service employment programs will save $0.5
billion this year. Expenditures on these programs would have risen
to over $5 billion in 1986.

Finally, we will be proposing important changes in the present
Federal employee workers' compensation program. The purpose of
these changes is to remove incentives for the filing of questionable
claims, to eliminate disincentives for insured workers to return to
work, when they are medically able to do so and to eliminate inequities
in compensation rates which now permit higher paid workers to
receive more in take-home pay than when they are working.

In the coming weeks, we will be examining the laws under which
we operate to determine whether there are other proposals which are
necessary and useful.

REGULATORY IMPROVEMrENT

Regulatory reform is an integral component of the President's
program. Inappropriate Government regulation has often needlessly
increased the costs of producing in America, and much of the eco-
nomic burden of such regulation falls on the American worker. Waste-
ful regulation fuels inflation and makes comlpetition in the world
economy more difficult. It can stifle economic initiative, damage pro-
ductivity, and discourage job creation. Regulations are often especially
costly for small businesses, where half of the new jobs in our economy
originate.

The Department is presently undergoing a careful review of recent
regulations to assure that such regulations are needed and are the
most cost effective. In the future we will be carefully reviewing the
Department's regulatory program to assure that all of the Depart-
ment's regulations reflect the principle that such regulations are neces-
sary and are the least costly alternative.

It is my firm intention to achieve real results in the regulatory re-
form area. All too often in the past, Government regulators have taken
actions without adequately understanding their impacts. I believe
that close consultation with labor and management will improve the
regulatory process. I believe that the adversarial approach should be
avoided as much as possible. With respect to occupational safety and
health, for example, our ultimate goal will not be regulation, but
rather finding the best way to achieve protection of the worker's safety
and his health.



131

As I indicated earlier, the American worker's stakes in achieving
the President's program are high. Failure to achieve the goals of the
program condemn the economy to continued high unemployment and
inflation-the stagflation of the 1970's. As I have indicated, the ad-
justments needed to achieve the President's program will require sac-
rifice from many sections and segments of the American society.

My fear is that as a nation we will focus on the short-term impacts
and fail to look beyond to the revitalization of the economy with its
promise of real jobs and real wage gains. Thus, while we face great
challenges in the years ahead, the President's program is one of hope,
not despair. This country is blessed with an abundance of resources,
both human and material- which we have yet to tap. It is, indeed, the
American worker who stands ultimately to gain most from this revi-
talization and reindustrialization of America.

It is for this reason that I so strongly support the President's revi-
talization program. It reflects in a most fundamental way the mission
of the Labor Department to protect and to promote the interests of
the American workers. If we do not assure a healthy economy with
reduced inflation, we will have failed our mandate, despite the Depart-
ment's programs. A healthy economy, generating private job oppor-
tunities, along with reduced inflation, represents the cornerstone of the
Department's mandate.

I urge all to vigorously support the administration's program, rec-
ognizing its fundamental importance to the American worker. Thank
you, Mr. Chairman.

Representative REUSs. Thank you very much, Secretary Donovan.
This week, the administration started phasing out its public service

employment program. That's the program under which State govern-
ments are assisted to employ men and women, quite frequently young
people, blacks, Hispanics, handicapped, and poor people. They are
hired for a variety of jobs, such as safe street security guards, as people
who keep the parks and museums clean. This program is being phased
out, which means that about 500,000 people who would have gotten
jobs under that program between now and next September, when the
window will be closed, won't get them.

The President has said, and I'm quoting from his February 18 state
of the economy address, "We believe we can do better, just by the ex-
pansion of the economy and the job creation which will come from our
economic program."

'W7e'd appreciate it if you would explain to us just how that can come
about. How in the next 6 months, between now and September, is pri-
vate industry going to take over the task of providing jobs for these
500,000 people who won't get the public service jobs, when they cease
to exist? I applaud the goal. I wish you'd tell me how it's supposed to
work.

Secretary DONOVAN. Mr. Chairman, I think the economic package
will have a long-term effect. I am not here to say anything other than
there is pain and sacrifice. I don't believe that in the short 6-month
term, the private sector can make an important dent in reemploying
the majority of those people who will be displaced as a 'result of the
phaseont of this program.
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The only consolation that I can offer at this time is that in the pro-
gram we have allowed for unemployment insurance for these people.
It's a Band-Aid, sir. But I stress to you that in my oath of office, the
first word in my oath as it affects the interest of the wage earner is to
protect his rights. Unless this economic package, both the tax cuts,
the budget cuts, the monetary controls, and the regulatory reform are
acted upon, I will be back before this committee, I am certain, with
worse news, as it affects the working men and women in America.

Representative REUSS. I had a little difficulty following that. It now
turns out that the administration does not expect this 500,000 Ameri-
cans who are going to be fired to be hired. They're going to be cast out
into unemployment for some interim time. When do you think they
will get a job again?

Secretary DONOVAN. I would hope that this program is acted upon
quickly. I'm speaking for the American worker and particularly for
the unfortunate people who are going to be displaced under this phase-
out-the quicker this program is enacted, the quicker we will see them
get into private sector jobs. I would hope that within a year we'll be
seeing some real effect. I'm not an economist. All I know is that we
have to look at the CETA program not in the short term, but in the
long-term focus. It's major purpose, as it was indicated in the law, as I
understand it, was the training of the structurally hard-core unem-
ployed, particularly, our minorities.

The PSE program was not a training program. Unless we can get
them trained, there is an additional difficulty in getting them into the
private sector, even if the economic program is adopted. So we intend
to stress the training portion of the CETA program at the sacrifice of
the public service.

Representative REUSS. Wouldn't you agree that nothing is more
tragically destructive of human hopes than to undergo training, public
or private, waiting for the pot of gold at the end of the rainbow, the
job, but then find there isn't any job? You've now testified that con-
trary to what a lot of us had thought, that new jobs, even if Congress
acts remorselessly, aren't going to be ready for these half million peo-
ple. Therefore, we can look forward to an increase in unemployment
for, you said, a year to come.

Secretary DONOVAN. The statistics indicate that the unemployment
rate will be 7.8 percent during the period that you refer to. So it's a far
broader problem, I'm sad to say.

Representative REUSS. The unemployment rate is now 7.3 percent,
so a 7.8 percent rate means half a percentage point increase. That's
about 500,000 human beings. That's about the number that's going to
be denied a job by the phasing out of public service jobs. Is that how
the administration got its 7.8 figure? It would seem to add up.

Secretary DONOVAN. No, that's certainly a fact in hand. But in your
earlier questioning, which is on point, isn't it awfully frustrating for
people to be trained and not have meaningful jobs available to them?
I couldn't agree with you more, particularly, our teenage unemploy-
ment with the minorities. I question, in my short term at the Labor
Department, the statistics that I see. Even with the billions of dollars
that have been spent in the training programs, we have hardly made
a dent in the unemployment rates of our black and minority youth.
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Representative REUSS. You're going to make a negative dent in it.
You're going to increase the unemployment levels by 500,000 people
by September.

Secretary DONOVAN. I cannot deny that. But when I plead the case
of the economic package, cuts have to be made, and we have attempted
to make them in some areas and reconcentrate our assets in the areas
where there is more permanent hope for private sector jobs. We had to
cut somewhere, sir. I think you will agree that the budget cuts had to
come. None of these cuts, you could particularly call humane.
I'm not here to say they are. It's saddening, but the cut has been in the
programs that have been least productive in the meaningful training
of our people to get them on the first rung of the private sector jobs.

Representative REUSS. When the White House team was debating
this particular budget change, that is, the phaseout of half a million
jobs between now and September, was there any voice raised in those
councils which said:

Look, this is crazy. Our projections, according to Secretary Donovan, are that
jobs in the private sector will be available for these 500,000 people in a year or
so, therefore, why don't we consider the public service jobs until that happens,
so we don't have to add to the unemployment rolls?

That, I think, would have been a reasonable proposition to have
advanced. Did anybody advance it?

Secretary DONOVAN. Surely, that was discussed, but this is making
the presumption that there would be meaningful budget cuts. I would
have absolutely gone down with the ship on the subject of cutting PSE
out, if there wasn't a meaningful economic package that I believed in,
that would have long-term meaning to the unemployed and particu-
larly the tragic situation that the black and other minority youth face.
It's upward of 45 percent unemployment. If we wanted to go business
as usual, this was as good a way as any. If it's being interpreted that
we are insensitive to the poor, I am here to tell you, sir, that I was poor
most of my life, and I am not insensitive to it, but I don't want to
leave this city without being honest. As my job here is fulfilled, hope-
fully 8 years from now, I don't want it to be said that I wasn't direct
and honest and I believe that I will leave the city feeling that we made
a permanent and meaningful dent.

The statistics I have seen so far in the CETA PSE area are not
impressive, sir.

Representative REUSs. I in no way question your sincerity. I'm con-
vinced of it. But what I do question is the judgment that somehow,
given the social structure in this country, it's a good idea to throw half
a million people, largely young and minority, and largely in areas of
social tension, out of jobs. This will leave them unemployed for a year,
when your projections indicate-and I won't quarrel with those now-
that private industry will come to the rescue, emboldened by the
Reagan program, and provide jobs.

I think that while you're most sincere, you're dead wrong.
Secretary DONOVAN. Well, Air. Chairman, the Labor Department,

like every other department in Government, in my view, has been
mandated bv the American people to start to control the hemorrhage
in our budget. I don't think anybody would deny that. I don't know
where we could be more humane, or where we could be more effective
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in our budget cuts and have it hurt less, than in the public service em-
ployment area.

Representative REUSS. I'll be delighted if you would accept that. I
think, for example, intead of doing what you've done here, you could
have cut the subsidies to recreational aviation and the pleasure jets
that fly around our airports; they get subsidized.

Secretary DoNOVAN. I'm talking about the Labor Department, sir.
Representative REUSS. That's right. But I thought the Government

was a seamless web in which all worked together tor a common good,
instead of tiny, little compartments. I guess that's asking too much.
But anyway, you could have done that. You could have cut out the sub-
sidies to very wealthy families for their second and third and fourth
vacation homes.

Secretary DONOVAN. That is under study. There is another tax pro-
gram, as you're well aware.

Representative REUSS. That's fine. I can show you where you can
cut so you wouldn't have to throw half a million people out of work.

Secretary DONOVAN. Mr. Chairman, when you put it that way, throw-
ing them out of work, by implication it says that we are insensitive to
their needs. I am addressing myself to an emerging situation in the
budget, and on a positive point addressing myself to a long-term cure.
Unless it is done, sir, I would be frank to tell you I don't know how we
in the Labor Department can make a meaningful change in the unem-
ployment rates and in the training of minority youth of this Nation.

Representative REUSS. Congressman Mitchell.
Representative MITCHELL. h'lhank you, Mr. Chairman.
Mr. Chairman, you and I are generally in total agreement, but I am

going to have the temerity to disagree with you just a little bit this
morning.

Representative REUSS. The gentleman's time has expired.
[Laughter.]

Representative MITCHELL. No; it is not.
You indicated some 300,000 jobs and some 500,000 people. It is much

more than that. We are talking a minimum of 600,000 people in just
these areas. In the CETA public service jobs, if you analyze the em-
ployment in construction projects, highways, mass transportation,
aviation, water projects, stretching those out just in this segment alone
you are going to make 600,000 more people unemployed. Add that
300,000 to the CETA.

Mr. Secretary, has your department gone through the hit list of
programs to find out if indeed all of these recommendations are
enacted how many people would be put out of work? Is it a million?
11/2 million?

Secretary DONOVAN. It is under study. I cannot pin a figure down,
Mr. Mitchell.

Representative MITCHELL. How in the world could any adminis-
tration proceed to implement a program like this? How could you
suggest that it be implemented without knowing what the total
impact on unemployment would be? No one knew that?

Secretary DONOVAN. Let me say that budget cuts have to come,
control of Government spending which fuels inflation-I know you
have heard it from other people testifying-but it is an indisputable
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fact that unless we get growth in the economy unemployment won't
be an additional million or whatever figure.

Representative MITCHELL. Mr. Secretary, I am not arguing that.
I am not arguing the matter of trying to spur the private sector
to employ people. I am talking about a simple administrative proce-
dure that I think anyone would do in any kind of business at any
level of Government. We propose a program and then we look at the
total impact of that program on various facets of the American
economy. It is rudimentary, it seems to me, to evaluate if indeed
these proposals are enacted we are going to put 11/ million people out
of work, or 1 million or 800,000. Then we can plan options and/or
alternatives for them. That is all that I am talking about. I am not
talking about your long-range intent. I am talking about the absolute
lack of good administrative planning. Your administration produced
a policy document without looking at the impact of it.

Secretary DONOVAN. I understand.
Representative MITCHELL. OK.
Secretary DONOVAN. But the point I wanted to make is that 2 mil-

lion people a year enter this work force. We have to absorb 200,000
roughly, a month. If we don't have growth it won't take us long,
not 6 months, to arrive at that same number. And it will go up in
geometrical proportion, Mr. Mitchell.

Representative MITCHELL. I. insist on my point. It is ignoring basic
planning to suggest this program without looking at.least at the
short-term impact on the total number of people affected.

You and the proponents of this economic recovery have come up
with another buzz phrase, "the truly needy." You have a "safety
net to catch the truly needy." If I am correct in my assumption that
in one area alone, CETA-coupled with the stretchout of construc-
tion programs-we are going to force at least 600,000 people out of
work. At the time that they are out of work are they the truly needy?
How do you define truly needy?

Secretary DONOVAN. It is very difficult.
Representative MITCHELL. In this one particular case, with 600,-

000 people out of work because of your economic policy, would they
be considered truly needy? They must buy food., They have got to
feed their children. They are forced to pay rent. They have got to
make mortgage payments.

Secretary DONOVAN. It is an inadequate use of our language. I
don't know. how better they could say it.

Representative MITCHELL. But you have got the safety net. I guess
you are assuming that the 600,000 people who will be put out of
work, a minimum of 600,000 who will be put out of work by this
policy would draw unemployment compensation benefits; is that
correct?

Secretary DONOVAN. Yes.
Representative MITCHELL. What would be the total cost of the un-

employment compensation benefits for the 600,000?
Secretary DONOVAN. I wanted to make a point that under the PSE

and CETA these jobs are temporary jobs. You recognize that. They
can't have employment beyond 18 months. I don't know the number.
I realize what you are trying to say.
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Representative MITCHELL. You know exactly where I am going.
If you are going to put 600,000 people out of work you cannot tell
them, those unemployed people, that this policy is humane. It is not
to them. They are going to be suffering and hurting. But if you put
them out of work and you pay them unemployment compensation
you are going to be paying out a substantial portion of Government
funds for people that you put out of work. That is ludicrous.

Let me make one other point on this. By putting them out of work,
making the Government pay for unemployment compensation, we
also deal with an intangible. In my opinion it is better for people
to be working. At least you preserve the ethic of work rather than
put them out of work where the ethic of work will be eroded. And
what that erosion will cost us over the long haul I do not know.

I have a couple more questions.
Secretary DONOVAN. Sir, on the ethic of work, that is one of the

areas that disturbs me on the public sector employment. From the
professionals I have talked to in this field, the people on public serv-
ice employment seldom have pride in what they are doing. They
aren't getting proper training. To me this is destructive.

Representative MITCHELL. I do not want to belabor that point or
tautologize the discussion, but obviously we are not talking just about
CETA. We are talking about the people who will be out of work be-
cause of the stretchout on the construction projects, highway. mass
transportation, and so forth; we are not just talking CETA.

You state in your prepared statement:
Second, the program is designed to revitalize the industrial base of the economy

and thereby stimulate growth. It is this growth that will lead to jobs and real
wage gains for which the American worker has hungered.

In response to the chairman's questioning in this area, you said it
might take about 1 year before the private sector could possibly begin
to absorb some people. Other economists who have testified before this
committee have indicated it might take 2 years. And I am inclined to
agree that it might take 2 years.

If this is such an excellent working solution, then how in the name
of God in this hit list to me do you have projections of unemployment
stretching out from 1981 to 1986, where in 1986 you are still going to
have 5.6 percent out of work? That is almost 71/4 million people, 5.6
percent. If this approach is so efficacious, how do you justify these
projected unemployment figures?

Secretary DONOVAN. It is not only efficacious, in my view, it is an
absolute must. Is there any other program that you can suggest that
will get this economy going again?

Representative MITCHELL. Yes.
Secretary DONOVAN. I suggest we will feel some of the impact within

I year. I hope I am right. But I preface it by saying I am not an
economist.

Representative MITCHELL. I think you are wrong. It is going to be
a minimum of 2 years.

Secretary DONOVAN. I hope it is shorter than that. But at least it is
a beginning and a meaningful new direction.

Representative MITCHELL. But, Mr. Donovan, don't you understand
that even if I agree with you in total, even if I wanted to support all
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the tax incentives for the private sector totally-I agree that we need
to revitalize and spur the economy. But you are dealing with human
beings in the interim.

Secretary DONOVAN. I agree.
Representative MITCIrELL. My figure is 2 years. You say sacrifice

and hurt. Yours would say 1 year; my estimate is 2 years. That is 2
years of hurt. I am sorry. I am getting excited. I was going to say that
is despicable. That is a harsh word to use. But it is foolhardy.

Do I have time for one more question, Mr. Chairman?
The President wants to lower the minimum wage. If a differential

of 80 percent of the current minimum wage were established the sub-
sidy of a 4-year basis would be less than half the current subsidy pro-
vided for the targeted jobs tax credit approach. But hasn't it been
used? It has been in effect 1 year. And even with the targeted tax credit
the private sector has not employed minority youth. Wlhat in the world
makes you think that by lowering the minimum wage you will get a
change of heart and a change of mind on the part of the private sector?

Secretary DONOVAN. That is correct, that the tax incentive has not
been effective.

Representative MITCHELL. It has been a dismal failure.
Secretary DONOVAN. I am told by my career people in the Labor

Department that it, first, has not been advertised well enough. There is
an attitude on the part of the private sector that the redtape involved
in it is not worth the effort.

It is being studied now. And I think in concept it is an excellent idea.
I agree with you; it has not been effective.

On the subminimum wage, I am not convinced one way or the other
that it will make a meaningful dent in what I consider to be a national
tragedy with the unemployment among our minority youth in the high
40's. But what will, Mr. Mitchell? I understand the argument that it
will displace heads of households, our older citizens. I do not know
whether that is the case. But I suggest we cannot sit by and do nothing.
A decision has not been firmly made, by I am persuaded that something
like a subminimum wage for our youth may be worth trying. I have no
fixed ideas.

Representative MITCHELL. You don't know whether this will work or
not. So we are tinkering. Let's agree to that.

Secretary DONOVAN. No; we are not tinkering. I am suggesting a
subminimum youth wage may very well begin to make a dent in a great
American tragedy. I don't consider that tinkering.

Representative MITCHELL. I consider it tinkering.
Let me conclude by echoing what the chairman said. You are setting

forth a program, a radical, brandnew, dramatic departure. You really
don't know that it will work. I hope that it will. You hope that it will.
But we don't know. So it would make eminent good sense, it seems to
me, to establish a system of accountability for this program. And I
would say the best way to do that is to leave most of your employment
programs in place and at the end of the year if this produces 5,000 jobs,
then reduce the public sector jobs by 5,000. If at the end of 2 years it
produces another 10,000 jobs, then reduce the public sector. But to sim-
ply throw these people out of work on a system that has not been tested,
it seems to me, is atrocious.
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Secretary DONOVAN. I suggest that the program of the President has
been tested. People keep referring to the Kennedy years. But I go back.
to something more basic. I don't need economists to tell me, Mr. Chair-
man and Mr. Mitchell, what made me work hard and what made me
come from a shoeshine boy on the streets of Bayonne to relative success
in America. It wvas because there were incentives.

The time for dramatic action on the inflationary side and on the
incentive and deregulation side is now. This is the most meaningful
and historic program that has been brought before the Congress. I am
proud to be part of it. I believe it will work.

If there are any other alternatives that will create this incentive-as
I like to say, if we could look at a crystal ball, as Shakespeare said, and
tell each other which seed will grow, then let's speak. But I am con-
vinced that it is basically economically sound.

Representative MITCHELL. Thank you. My time is up. All I can say
is it is dramatic to me to put a million out of work. That is damn
dramatic.

Secretary DONOVAN. It is, and into the labor market 2 million peo-
ple enter a year-those are the projections-with no jobs. That is more
than dramatic, Mr. Mitchell. And we have got to have growth to
absorb it.

Representative REflSS. You were the chief executive of one of the
largest construction companies in New Jersey.

Secretary DONOVAN. I was the executive vice president.
Representative REUSS. Did you work hard at that job?
Secretary DONOVAN. I sure did.
Representative REUSS. That, I might add, is the story I get from

everywhere. You are a hard worker. It sounds to me as if the exist-
ing incentive is pretty good. A motivation not to be a goldbrick.

Secretary DONOVAN. I missed your premise. I'm sorry.
Representative REUSS. My point is you seem to have responded to

incentives in the present system. America wasn't really breaking down.
It got you to work most energetically.

Secretary DONOVAN. You are making the very point, Mr. Chair-
man, that I am trying to make here. When we began our business 25
years ago the incentives were far greater and the restrictions far less.
In small businesses, and 50 percent of our labor force is absorbed by
small business, when they put a pro forma together to see what it
takes to start a small business it is pretty apparent that they make
the accountaats and lawyers very wealthy. And it gets very discour-
aging. And the capital formation is being eaten up for the small
businessman worse than the General Motors of this world. They are
the unsung heroes. They are the patriots.

Yes; the incentives were far greater when I started my business
than if I had to start one today. That is why I am here, because I love
this country and I want to make a substantial change. so that my chil-
dren and their children will have the same opportunity I did.

The Government has taxed us and regulated us into a position where
it stultifies growth. When growth is stultified we have these tragedies
that Mr. Mitchell and I were just discussing.

Representative RErss. On this very question of incentive, I agree
very heartily with one sentence in the President's February 18 eco-
nomio recovery program:
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The motivation and incentive of our people to supply new goods and services
and earn additional income for their families are the most precious resources
of our Nation's economy.

I think that is a very good statement. If that is so, if one wants
to increase incentives for people to get out there and work, why does
the administration's program include changes in the food stamp pro-
gram and aid for dependent children and medicaid, which can only
discourage people from working.

For example, under the proposed change, a worker making $11,000
a year in a tannery or a motel or other similar job might under the
existing arrangements like to get a better job or work more hours, at
any rate make more income. But under the President's proposal he
would be discouraged from doing that because if he does that his
food stamps go down. So he will end up as bad off or worse off than
he was before, he got full of incentive. Aren't those changes counter-
productive? Don't they go against the grain of what the President
was saying, in a sense?

Secretary DONOVAN. I have much more faith in the American work-
er, whom I consider to be the most dedicated and talented in the world.
In my experience, if people had the opportunity to raise their income
versus taking food stamps, there is little question, in my mind, that
they would be looking to raise their income.

Representative REuss. That is interesting.
Of course, it's an observation, different, made by many of your col-

leagues, who consistently make the point that these welfare programs
act as a disincentive to people, but that doesn't answer my question.

Are you ready?
Representative RoussxELoT. Am I ready?
Representative REUSS. Congressman Rousselot to the rescue.
Representative RouSSELOT. Parren, I've got to have a talk with you.

We've got to know where you got those million figures for unem-
ployment.

Representative MITCHELL. Just look at your sheet there.
Representative ROUSSELOT. I'm looking at every sheet we've got

here. Where did you get the million? That occurred under Carter.
Representative MITCHELL. I'm talking about the stretchouts on con-

struction and all that other good stuff that's being proposed.
Representative ROUSSELOT. You're always running off, just when

we get to the good part. I was hoping you could have the benefit of
some of this discussion.

Representative MrTCHELL. Sorry.
Representative RouSSELOT. Mr. Secretary, we're delighted to have

you here. I want you to know that there's a lot of us who have watched
the CETA program with great interest and found that it has not
done all the things it was originally intended to do. that is, retrain
people to go to permanent jobs, which it was supposed to do. And we
admire and are grateful for what this administration is trying to do
to change its direction and actually have CETA returned to training
people to go to permanent jobs.

I don't know where my colleague got the 500,000 or million people
he's talking about that are going to be thrown out of work. I just don't
believe that's true. I think the program has to be tightened up. It's too
expensive. It's not doing any of the things it was supposed to do.
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And by the way, I've had a lot of local government officials thathave told me how the nrogram has, in fact. been misused-to transferpeople who are in public service jobs. By putting them in CETA. localgovernments don't have to use local tax money to pay for them. CETAis not helping the needv or the poor to be retrained for permanent jobs.CETA does need to be tightened up. It's badly out of whack; it'stoo expensive. We are glad somebody is finally looking at the programto see if it's doing the things it's supposed to do.
So I don't want you to be misled into believing that the only voicesyou've heard so far attack, attack, attack. I don't think that's the case.Some of us have read some of the General Accounting Office reportsand have looked at CETA job training and are aware of the fact thatin some cases as high as 60 percent of the people that have beeninvolved in these programs have, in fact, not been retrained to go toan improved job status or to find a better job.
So that the program for-what it is now, $8.861 billion-reallyhasn't achieved those goals. That's why we commend your effort andthe President's effort to reduce that unwarranted expenditure.Now, how much are you recommending that we cut out or reducethe expenditure for CETA? Ts it $1 billion?
Secretary DONOvAN. The fiscal year-I'll give you the exact figurein a moment. But as I look, I should comment on what you said. I hadthe opportunity to meet with 40 State CETA directors in the pastfew weeks.
Representative ROUSSELOT. Oh. you did. What did they say?Secretary DONOVAN. The general attitude was-
Representative ROUSSELOT. You ought to hear this, Mr. Chairman.Secretary DoNOvAN. I met with 40 State CETA directors, Mr.Chairman, about 2 weeks ago for about an hour. And the general atti-tude was not dissimilar; you know, they're American citizens, likeanyone else. But budget cuts are necessary. And in their view, thepublic service employment area was the place to cut.They confirmed to me in several ways. Mr. Rousselot. what you havebeen told by the bankers. I've been getting it directly from them.Representative ROUSSELOT. Some of my schoolboys told me that theCETA funds had been misused. Why did they say that? What weresome of their examples?
Secretary DONOVAN. The general reaction they had was that theywere dead end jobs. And the major attitude was they have no moretalent or marketable skills to offer to the private sector when theyleave.
Representative RoussELO'r. You mean the money spent to retrainthem really hasn't given CETA employees that much?
Secretary DONOvAN. It really wasn't a retraining program, Mr.Rousselot.
Representative ROpSSrLOT. That's what we thought we were doingwhen we passed it in Congrress.
Secretary DONOVAN. Not in title VI, in the public service employ-ment area.
Their general attitude was that these are jobs that can be legislatedout of existence. Our professional goal is to give these people, as bestwe can, marketable skills for the private sector. They were not gettingthem in the public sector.
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These savings, for fiscal 1981, $635 million-
Representative RousSELOT. $635 million?
Secretary DONOVAN. In fiscal 1982. $3.5 billion.
Representative ROuSSELOT. $3.5 billion in 1982?
Secretary DONOVAN. Yes.
Representative ROUSSELOT. So you're not really gutting the program,

you're just reducing it.
How inuch of an increase did President. Cartur recommend?
Secretary D)ONOVAN. He was, over the past 2 fiscal years, gradual-

ly-and I stress gradually-decreasing the funding in the public serv-
ice employment.

Representative RouSSELOT. So even he was suggesting reducing it?
Secretary Do-NOVAN. That's correct.
Representative ROUSSELOT. So it's kind of a bipartisan program?
Secretary D)oNOVAN. I would say that it's at least a recognition that

it was masquerading as a training program in some people's views. It
is not and was not a training program.

Representative Rot-ssELOT. I also recall that we had a great number
of other public sector participants-not just city governments, but
county governments, school districts, and others. CETA-funded jobs
in many cases did not necessarily train people for new skills or upgrade
them in their ability to get a job in the private sector. In some cases
50 percent of the cost of the CETA program was chewed up in admin-
istrative costs, and therefore it was not really helping the needy or
the poor.

My colleague, Mr. Mitchell, was talking about this issue-and I'm
sorry he left-because I wanted to discuss this and find out where he
was getting all those figures he was throwing out.

Some of us commend you for that.
Now, let me go on to a couple of other areas. .1 have an interest in

another area that relates to you. I'm glad to see that this administra-
tion, including you, intends to do something about unnecessary regu-
latory burdens. I have a lot of gravel people in my area, and if they
go to engage in a new construction, they are subject to a dual juris-
dictional conflict with MSHA and OSHA. Can you do anything about
eliminating that unnecessary conflict?

Let me suggest that we believe in providing safety for the worker,
but should there be this problem of dual jurisdiction in MSHA and
OSHA both-

Secretary DONOVAN. I'm convinced that obviously there shouldn't
be. That very issue is under study now. I met with the Acting Secre-
tary of MSHA. It's a very difficult area for the small scale operations.

But I stress, too, Mr. Rousselot, that some of these smaller gravel
operations-there are many in number, and the health and safety of
the workers does concern me. It found its way into MSHA, as I under-
stand it, because generically they're considered a mining operation.

Representative ROUSsEL.OT. Nobody is suggesting mining operations
be relieved of regulatory supervision as it relates to safety, but in
some cases MSHA and OS(HA could be in conflict. It was hoped that
in those cases where MSHA and OSHA were not in conflict, as in
deep ininring an(d required deep mining construetion, that OSHA
would be an adequate jurisdiction for consideration of safety.
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Secretary DONOVAN. I'm not convinced that that's so. I really be-
lieve that this department has great opportunities. There's a big train-
ing center in West Virginia-I think it's a $330 million building-
where MSHA is training.

I would like to see more cooperation and more understanding be-
tween those overlapping areas. But generally speaking, the carrot and
stick approach and some result-oriented type of approach, rather than
the adversarial approach. In both of those programs I'm afraid we
have gotten from my own experience as a contractor, in very dangerous
work-Tunnels, bridges, and the like-there's too much adversarial
approach to the safety problems. It gets industries' back up, and they
want to take these things to court. There are better ways to do it. I
don't think I'm being too idealistic when I say so.

Representative ROUSSELOT. Now, you know the coal miners-and I
don't have to tell you about this-are calling for a work stoppage
because of the proposed cutbacks in the black lung program.

In your particular statement, you talk of tightening eligibility re-
quirements, but yet you say you won't reduce aid for those who need it.

Would you elaborate on how your department would attempt to do
this and what assurances we can have that the tightening will not affect
the truly needy? We've heard there's a lot of people receiving black
lung benefits that really don't qualify. I wonder if you could comment
on the savings that you expect to achieve by eliminating from the pro-
gram those who are not truly needy?

Secretary DONOVAN. I'm happy for this opportunity. From what I've
been reading in the press, there have been statements made that this
administration intends to gut the black lung program.

Representative RousSELoT. Well, that makes good rhetoric.
Secretary DONOVAN. Not only is it rhetoric, I look at the poor black

lung fellow who can't lie down on a bed at night and sleep, but has to
sleep on a straight-backed chair, reading the paper in Kentucky, be-
lieving it. I think it's extremely disturbing, misleading. The intent
here is to save the program. That's not a play on words. We intend to
save the program, to make it what it isn't now-first, more responsive
to the truly unfortunate who have this disease and to put it on a paying
basis. I touched on it generally in my statement.

Representative RoUssELO'r. Yes, you did.
Secretary DONOVAN. If you want more details, I have them here.
Representative ROUSSELOT. Just give us some idea of how we can be

assured that the truly needy will not be prevented from receiving bene-
fits deserved, and how those who may possibly be misusing the pro-
gram, as we have seen in some of the Accounting Office reports, will
not be able to continue to misuse the program.

Secretary DONOVAN. First, we're not going to propose anything that
would deprive any miner who is disabled by black lung from qualify-
ing for the benefits. We're not proposing to change the definition of
the disability. But we do need to make the program financially solvent.
It's a billion dollars in debt now, going to a billion -and a half this year.
And I read figures as high as $7 billion into the mid-1980's.

We're considering recommending a substantial increase in the per-
ton tax to support the benefit program. It's right now falling on the
taxpayers of this country and the Federal Government to make up
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these deficits. It's, to my way of thinking, the obligation of the indus-
try and the union to have it funded properly and administered
properly, with the Federal Government there to be certain that that's
done.

There's a tremendous backup in applications for claims right now.
It's a very emotional issue. I appreciate the opportunity, as a result of
your question. There's no gutting to go on. It's to make it more respon-
sive and put it on a fiscally sound basis, or the program will gut itself,
That's our view.

Representative RoUSSELOT. I imagine it's the same concept President
Reagan put into the welfare programs when he was Governor of Cali-
fornia; that is, to assure that the truly needy receive welfare support
when they needed it, but to eliminate from the program those who
were not really truly proper beneficiaries.

Secretary DONOVAN. That's right. I'm sure that you agree-or any
logical man would agree-that the mine operators shouldb prevented
from taking advantage of the program in cases they do, but the
claimants who do not actually have black lung should be denied the
benefits. And I am convinced that some of that is going on. It's not a
matter of dollars alone; by doing this, they threaten a program that
was well thought out and deserving on those who truly have this hor-
rible disease.

Representative ROuSSELOT. Thank you.
In your prepared statement which I've glanced through quickly,

you provide us with an evaluation of public service employment pro-
grams-and maybe you did this with Mr. Mitchell in CETA-which
are being specifically reduced and cut. Did those particular segments
of the program really help the hard-core unemployed?

Secretary DONOVAN. You can't make a blanket statement that there
was no help in the programs.

Representative RouSSELOT. If you prefer to provide it later, feel free
to do so.

Secretary DONOVAN. We'll provide you with numbers later, but I
think generally, Congressman, the abilities of the Labor Department
to fund far outstripped its ability to audit either the dollars themselves
or the results desired.

In the public service employment area, the great majority of that
money was not in training at all. We intend to preserve the training
portion and to refocus it, hopefully, into a block grant type of ap-
proach, so that each municipality can use these funds on a well-
designed plan to suit their particular local needs.

Generally the CETA program itself has a bad name. It was mainly
the public service employment area-title VI, I think-that gives it
that bad name.

There are some very good programs, and we intend to support those.
But this is one that in these austere budget times was the most logical
one to cut.

Representative ROUSSFLOT. It's very possible you haven't been on
this job long enough to really do a total evaluation as to whether these
programs really help the hard to employ.

Any backup that you can give us to this analysis would be helpful
to us in making our judgments when we're asked to do so. I hope that
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you can supply that, so that in those areas in which you are reducing
or cutting back we can be assured have basically proven job retrain-
ing programs to be ineffective in putting people back to work.

Secretary DONOVAN. I will, sir.
[The following information was subsequently supplied for the

record.]

The Administration's analyses indicate that Public Service Employment is an
expensive alternative to employability development programs and therefore an
inappropriate activity, particularly as we are trying to channel resources to-
ward private sector budgets. PSE is rarely combined with skill training so that
participants are unable to improve their job readiness. The long-term goal of
preparing people for unsubsidized employment is often not accomplished be-
cause many jobs in the public sector do not have private sector counterparts.
In those instances where there are placements from PSE, the average costs per
unsubsidized job are two or three times more expensive than placements from
training programs.

PSE, which was originally designed as a countercyclical activity, has been
ineffective in this regard. In fact, high PSE levels were reached only after
the recession of 1974-75, so that PSE became a procyclical pressure exaggerating
distortions in the market economy. Private industry can be hindered in its re-
turn to normal operating levels if former employees are in Public Service Em-
ployment. PSE can then become not only an untimely economic stimulus but
can also contribute to inefficiencies in the allocation of human resources to the
most productive sectors of the economy.

With respect to the Title II B public service employment program which deals
with structural unemployment, an examination of the Title II D program and
the Title II B/C training program clearly supports the administration's de-
termination that public service employment is the least effective of all employ-
ment and training programs authorized by CETA in addressing the structural
problems of the unemployed.

Not only is the placement rate under Title II B/C almost one-third hi-her than
under Il-B, but the positive outcome rate (obtaining jobs or other positive out-
comes such as retraining or remaining in school) is almost 50 percent higher
than for Title II-D. A further indication' that Title II-D is not as effective
as other programs is the cost of obtaining these results. The cost per placement
for Title II-D is almost three times the cost per placement for Title II B/C
($21,785 vs. $7,525).

The above figures and rationale were instrumental in the Administration's
decision to phase out public service employment programs under CETA.

Representative ROUSSELOT. I don't remember -whether you talked
about whether any reduced programs would be replaced with other
training and employment initiatives.

Do you discuss that in your testimony?
Secretary DONOVAN-. The plans under study try to focus the remain-

ing dollars that we would have in our training programs into those
areas that have proven productive-private-sector areas, along with
block grants.

Representative ROUSSELOT. Will that help small businesses?
Secretary DoNovAN-. Dramatically so. in mv view.
Representative RouSSELOT. HoTW can 'We be assured of that ?

Secretary DON-OVAN.. As the program develops, we'll certainly keep
you informed on our thoughts, and ask for your input.

But it is in the small business area that I have the most hope. in
predicting what thev need in the way of trained skills. and being able
to project and predict tnoqe needs over the next 5 to 6 years. And it's
in the small business area that I find verv encouraging signs.

Representative ROUsSELOT. One more item. AMr. Chairman. In the
past, I have suggested-I know Commissioner Norwood has been aware
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of my suggestions-that, in the employment figures we include those
employed in the military. We do not now do so.

I would like to suggest to you that I personally believe that they
should be counted as part of the employed labor force. We haven't been
doing this. I'll just pass on the suggestion to you, for what it's worth.
It's been debated for a long time. We've just never done it.

Secretary DONOVAN. I know.
Representative ROUSSELOT. Thank you, Mr. Chairman.
Representative REUSs. Thank you.
We should try, Secretary Donovan, to clear up this factual question.
Congressman Mitchell asserted that the phasing out by next Sep-

tember of the public service jobs program means that half a million
people, who would otherwise have gotten the public service jobs, won't
get them.

Congressman Rousselot has challenged that.
I invite you to consult with your colleagues here-I am aware of the

fact that you've only been at your office for a few weeks-and let's set
the record straight on that.

The question again, Is it or is it not a fact that under the proposed
cuts some 500,000 people who-under the existing public service jobs
program-would have had a job by next September, won't have one?

[Pause.]
Secretary DONOVAN. The only statistical data we have is that 300,000

will be phased out.
Representative REuss. 300,000 slots?
Secretary DONOVAN. That's correct-people-300,000 people.
Representative REuss. Let's pursue that. First of all, 300,000 is a lot

of people; and I know you're sympathetic about their plight. And
even 300,000 people, I don't relish our Government telling them:

You're not going to get this job. The job has been retracted. But be of good
cheer. In just a few years, there'll be a job in the private sector, and it'll be a
better job.

But I do want to get into the exact numbers. I had thought-and
here, again, you may want to refer this to one of your associates-I
had thought that there were 300,000 slots; but that, owing to the fact
that CETA jobs are only for 18 months, it would take more than 300,-
000 people to fill those 300,000 slots. And that, between now and next
September 30, the number of disappointed applicants for public serv-
ice jobs would be on the order of 500,000.

Could you confirm or deny that?
Mr. WEATHERFORD. Mr. Chairman, I'm Larry Weatherford, the

Deputy Assistant Secretary for Employment and Training.
Current budgets had about 340,000 slots, when the budget was pro-

posed. Had it been passed, the original budget had 240,000 slots for
title II-D, and 100,000 slots for title VI; which really gives you a
slot level in excess of 300,000.

What we're trying to say is that there are currently 300,000 people
in public service jobs; which, during the period from now until Sep-
tember 30, will be phased out. They will be taken off of those jobs.

I think what Mr. Mitchell is talking about is that, had we continued
the program with the slot level, there would be other people that
could get a job.
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It's important to note, we've not taken them out of jobs. They
would have had an opportunity to come in.

Representative REUSS. You've been very helpful.
The number of such additional people is on the order of 200,000,

making a total of around 500,000, who will not get a job in public
service programs, which they otherwise would have got-ten, between
now and next September? That is so, isn't it?

Mr. WEATHERFORD. Yes, as I understand.
Representative REUSS. Thank you, very much.
Representative ROUSSELOT. We're supposed to be training them for

permanent service in the private sector. Does that mean that those
people will not be employed? They'll all be unemployed?

Mr. WEATHERFORD. No, sir.
I think what we had the Secretary talking about earlier, Congress-

man, we have a plan in place that will try to find jobs for those people
immediately. We'll have the public employment offices; we'll have the
CETA prime sponsors; and we'll have the private industry.

Representative ROUSSELOT. CETA's prime sponsors. What are
those?

Mr. WEATHiFRFORD. The local agencies that run the CETA programs.
And we will make special efforts, working with the private sector,
to see if we can't put these people-instead of throwing them off the
jobs-into jobs in the private sector.

Representative ROUSSELOT. Mr. Chairman, maybe in September they
can tell us how successful they've been in putting those people to work?

Representative REUSS. I'm sure they will be able to, and will have
an opportunity, when we visit with you on this.

Meanwhile, this is very helpful. Let me ask a couple of more
questions.

The Secretary testified that it will take a year for the private sector
to be able to absorb the 500.000-odd people who won't have the public
service jobs in the period between now and September. Representative
Mitchell said, are you sure it won't take 2 years?

But, could you now tell us how much you hope to accelerate that
schedule?

Because, after all, a year being without a job is a serious matter for
the country and, particularly. for the person who is out of a job. It is
especially so if he or she didn't have-as many disadvantaged people
don't-previous work records so that they don't get unemployment
benefits.

How much are you able to accelerate the Secretary's projection that
it will take a year for the private sector to absorb these people?

Mr. WFATHERFORD. Mr. Chairman. there are two groups. As I indi-
cated a while ago. the ?,00,000 individuals that we have in our records,
that we have on the jobs. will get special, if you will. hands-on atten-
tion. to try and find a job for them in the private sector.

The others. that might have gotten a job-or the other part of the2 million individuals every vear, that are not in the work force. but
decide to go to work-I think that ouir offices will be involved in that.

However, our offices deal with maybe only 20 percent of the jobs in
the country. So, there's not much that our system can do to impact
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the private sector, here, where employers hire people without involv-
ing the Government, or without involving the public office.

I don't know how to shorten the time frame.
I think what's important-and the Secretary has directed us to do

this-is to pay attention to these individuals that are there, and try to
find a job for them, by going to the private sector employers, and
giving special attention, and asking them to take them into that job.

Secretary DONOVAN. I can add, Mr. Chairman, I truly and honestly
believe that the speed with which this occurs is totally tied to the tax
program, and the incentives we give to businesses and individuals to
get the country moving again.

I think that's such a basic issue here. That wve sit here, with these
heartrending problems, and I confess to you that they're not easy to
live with. But the Congress has to give us the major tools. And that's
the tax package.

Representative REUss. Suppose that Congress does what you feel is
desirable; namely, passes the tax cut. What would you say is the date
which the Reagan administration is justified in feeling is the proper
date for Congress to complete action on the tax package?

Secretary DONOVAN. The day it happens will be an historic one. I'm
not a economist, sir, but I know this: It will be the first step in an
historical and meaningful approach to the economic problems that
this country faces.

Representative REUSS. When would you and the administration like
to see that day? July 1? August 1?

Secretary DONOVAN. The tax cut itself? The proposal, as I under-
stand, is coming up on March 10.

Representative REuss. That's correct. And when would you like to
see the Congress present a bill, passed by the House and Senate?

Secretary DONOVAN. Just as soon as possible?
Representative REUSS. When does that mean? July 1?
Secretary DONOVAN. I don't know. I'm new to this city. I don't truly

understand the process yet. But I know this: That the signal has to go
out. And once the signal goes out, there's a psychological advantage,
along with an economic advanage. And this is important.

Representative REJuss. You say it will take about a year for business
to be able to offer these jobs to these 500,000 people who would have
had a public service job.

When would that year start? When Congress passes the tax bill?
Secretary DONOVAN. I'd be hesitant to say. That would be as logical

a date as any.
Air. WEATHERFORD. Mr. Chairman?
Representative REUSS. Yes.
Mr. WEATIHERFORD. I might add, in the economic projections that

we will be sending up as part of the program, we anticipate a drop in
the unemployment rate in the first quarter of fiscal year 1982, if the
tax cut is passed. The impact should begin to be felt by the first quar-
ter-the last 3 months of this calendar year, the October-to-December
period.

We have so reflected that in the unemployment rate. So, there will
be an early impact on jobs.
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Representative REUTSS. I know they're in the book. But can you give
us the unemployment projections for each quarter in 1982?

Mr. WEATHERFORD. Yes, sir. Now?
Representative REUSS. Yes.
Mr. WEATHERFORD. The first quarter is 7.7 percent; the second quar-

ter is 7.5 percent; the third quarter is 7.3; the fourth quarter is 7.1.
Which means that the fiscal year 1982 average would be 7.2 percent.

Representative REUSS. The first quarter, however, would be worse
unemployment than it is now, 7.7 percent?

Mr. WEATHERFORD. Based on what Commissioner Norwood reported
today, 7.3, it would be.

Representative REUSS. This pick-up in the unemployed, by private
industry, will not be started in the first quarter?

Mr. WEATHERFORD. By the first quarter of the fiscal year? Yes, sir.
Representative REUSS. Oh. The fiscal year.
In other words, by July and August of 1982.
Congressman Rousselot.
Representative RoussELOT. Mr. Chairman, I'd like to pursue a little

further, with the Secretary, your meeting with the various CETA ad-
ministrators, in the various States.

You said you had a meeting with roughly 40?
Secretary DONOVAN. That's right.
Representative RouSSELOT. And that they made some suggestions as

to ways to improve retraining programs? To make sure CETA was
really being utilized to fulfill its purposes of retraining and getting
people moved to permanent jobs? Rather than, as they said-accord-
ing to what you said-CETA providing dead-end jobs. They were not
really jobs that turned out to be productive.

If you're willing to submit for our record here some of their sugges-
tions, I think that would be helpful.

Secretary DONOVAN. They are being prepared right now, Congress-
man Rousselot.

Representative RoussELOr. That would be helpful for the record,
Mr. Chairnan.

Representative REUSS. In a limited way. Because these CETA hon-
chos are the people who brought on all of these problems with the
CETA program, and I would be the first to deny that it has been
a first-rate program-and the fault lies with those who administer it,
the State and local officials.

So, I think one would have to look elsewhere than those who have
been lousing up the details, for solutions.

Secretary DONOVAN. If they are the ones, as you suggest, who have
loused it up. It's a very encouraging beginning, if we look upon liter-
ally the sins of our past, which we're paying for now. And if they are
those people, then it's an encouraging beginning.

Representative REUSS. Both Congressman Rousselot and I would be
very interested in seeing the results of that meeting.

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

The Secretary of Labor met informally with a group of CETA prime sponsor
administrators on February 9,1981, to exchange views on how the CETA program
had been administered In the past and what improvements might be made.
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The Secretary will continue to solicit prime sponsors' views in order to make
certain that the Department does everything in its power to cut needless paper-
work requirements and to foster the greatest administrative efficiency possible.

The results of the Secretary's continuing interchange with CETA prime spon-
sors will be reflected in the Department's planning and legislative proposals as
they are forwarded to the Congress.

Representative REUSS. We're most grateful, Mr. Secretary, for your
appearance here, and your willingness to take on any and all questions,
and your good spirit. We look forward to having a pleasant relation-
ship.

Secretary DONOVAN. Thank you, Mr. Chairman.
Please help this administration to begin turning this country around.
Representative REUSS. The committee will stand in adjournment.
[Whereupon, at 11:55 a.m., the committee adjourned, subject to the

call of the Chair.]
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FRIDAY, APRIL 3, 1981

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC CoMMITTE,

Washington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 2154,

Rayburn House Office Building, Hon. Henry S. Reuss (chairman of
the committee) presiding.

Present: Representative Reuss.
Also present: James K. Galbraith, executive director; and Mary E.

Eccles, William Keyes, and Mark R. Policinski, professional staff
members.

OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REuss. Good morning. The Joint Economic Com-
mittee will be in order for its monthly hearing into the unemployment
figures and the Producer Price Indexes.

The news this morning on the inflation front is bad. The March
figures released this morning show a total increase for March of 1.3
percent. That is an annualized inflation rate for finished goods in the
Producer Price Indexes of 16.8 percent. That is the worst month-
save one-in at least 1 year, and results in very large part from the ad-
ministration's energy policy.

I am particularly concerned about it because, in my view, it is neces-
sary to turn the corner. To have an annualized rate increase of 16.8
percent is certainly not turning the corner.

We will just have to wait and see, and try to do better.
We are fortunate, as always, to have Ms. Janet L. Norwood, Com-

missioner of the Bureau of Labor Statistics, before us.
Ms. Norwood, would you proceed with your statement and your

supplementary tables will be received, as usual, into the record.

STATEMENT OF HON. JANET L NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND SOHN E. BREGGER, CHIEF,
DIVISION OF CURRENT EMPLOYMENT AND UNEMPLOYMENT
ANALYSIS

Ms. NORWOOD. Thank you, Mr. Chairman. As always, we are very
pleased to be here.

Mr. Chairman and members of the committee, I am pleased to have
this opportunity to provide the Joint Economic Committee with a few

(151)
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brief comments to supplement the Employment Situation and Pro-
ducer Price Indexes press releases, issued by the Bureau of Labor
Statistics this morning at 9 a.m.

The Nation's unemployment rate, at 7.3 percent in March, was the
same as in February. Payroll employment, as measured by the busi-
ness survey, was unchanged over the month, while the household sur-
vey showed employment increasing sharply between February and
March. When averaged over the first quarter of this year, however,
both surveys showed employment increases of about 700,000 since the
last quarter of 1980. Montlh-to-month differences between the two sur-
veys are not unusual, but over the long run, both surveys track fairly
well.

In March, the household survey caught tip with recent changes in
the business survey. A gain of nearly 500,000 in the labor force was
about matched by increases in employment. The March employment
increase reported by the household survey was concentrated among
adult men; 72.8 percent of adult men were employed in March, the
highest percentage since last spring.

Although employment as measured by the business survey did not
increase in March, it has risen steadily from July through February.
Job gains occurred in both manufacturing and construction during
that period, but employment in those industries has not yet reached
the pre-1980 recession levels.

In contrast, except for Government and transportation and public
utilities, there have been steady employment advances in service-
producing industries. In fact, employment in the services sector in
March was about 1 million above the year-ago level.

Factory hours in March were close to December levels, although
overtime hours were down slightly. Last month, I urged caution in in-
terpreting the February decline in hours. It now appears that the
January figure was probably overstated, and that the workweek has
stabilized at about the levels prevailing at the end of 1980.

The Nation's overall unemployment rate of 7.3 percent in March has
been little different since last December, when it was 7.4 percent. Since
last July, when the rate was 7.6 percent, unemployment has edged
down at a very slowv pace; job gains have been only slightly larger
than the labor force expansion. Thus, despite a substantial increase
in employment, the overall jobless rate has changed little and remains
at a relatively high level. The unemployment rate for adult men, how-
ever, has dropped from 6.6 percent in July to 5.9 percent in March.

The number of discouraged workers-persons who want jobs but
are not looking for work because they believe no jobs are available-
which we report on each quarter, rose by 60,000 in the first quarter of
1981 and was up about 150,000 over the past two quarters. The first
quarter rise occurred entirely among those who gave "job market"
rather than personal reasons for their discouragemnent.

As you know, BLS reports a series of unemployment measures
based on varying definitions of unemployment. For the first quarter
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of 1981, these measures ranged from 2.1 to 10.5 percent. Six of the
seven measures show some improvement from the fourth quarter of
1980 to the first quarter of this year.

PRODUCER PRICES

The producer price index for finished goods, which was also released
this morning, rose 1.3 percent. The March increase, the largest since
last summer, followed increases of 0.8 to 0.9 percent in February and
January. A 6.1 percent surge in producer prices, of finished energy
goods and a turnaround in consumer food prices at the producer level
accounted for a large part of the March increase.

The increase in finished energy prices in March was the fifth con-
secutive large monthly increase and reflected the impact of price de-
regulation of domestic crude oil, as well as increases in prices of im-
ported petroleum. Consumer food prices moved up 0.8 percent, follow-
ing several months of stable or slightly declining prices. Prices of
finished goods other than food and energy rose 0.5 percent in March,
less than the 0.8 percent increases in January and February. Prices of
capital equipment, consumer durable goods and consumer nondurable
goods decelerated in March.

At the intermediate or semifinished stage in the price structure,
prices increased 1.1 percent in March, much more than in February,
and about the same as in January. Most of the March advance was
caused by a large increase in prices of energy goods used in the pro-
duction of goods and services. Prices also increased for materials used
in manufacturing and construction.

Prices of crude materials decreased 1.3 percent in March, the third
decline in the last 4 months. Prices of crude energy materials rose 0.3
percent following a 20-percent jump in February, when the cumulative
impact of several months of price deregulation actions were reflected
in the PPI. Prices of crude food and other crude materials declined
in March, for the fourth consecutive month.

In summary, the March labor market data continue the trends of
the last few months. Unemployment, although slightly below last
summer's level, remains high. Employment increases over the quarter
occurred in both construction and manufacturing, the two industries
hardest hit by the recession. The long-term trend toward job gains in
the service sector has continued throughout most of the past year.

The index for producer finished products rose more in March than
in any of the previous 6 months, because prices turned around for
many consumer goods, and energy prices rose sharply. Wrhen food
products and energy goods are excluded, the finished goods index rose
9.2 percent over the year, less than the double-digit rates that pre-
vailed in 1980.

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

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

X-11
X-11 ARIMA method method

Unad- (former Range
justed Con- official (cols.

Month and year rate Official current Stable Total Residual method) 2-7)

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

1980:
March. -6.6 6.3 6.3 6.2 6.3 6.5 6.2 0. 3
April --6.6 6.9 6.9 6.9 6.9 6.9 6.9 .
May 7.0 7.6 7.6 7.7 7.7 7.3 7.6 .4
June … -7.8 7.5 7.5 7.4 7.4 7.3 7.6 .3
July -7.9 7.6 7.6 7.8 7.6 7.5 7.8 .3
AugusL--------------- 7.5 7.6 7.6 7.7 7.5 7.5 7.7 .2
SeptembeLr 7.1 7.4 7.4 7. 4 7. 3 7.3 7.5 .2
October -7.1 7.6 7.6 7.6 7.5 7.5 7.6 .1
November -7.1 7.5 7.5 7.5 7.5 7.5 7. 5
December - 6.9 7.4 7.4 7.4 7.4 7.4 7.3 .1

1981:
January -8.2 7.4 7.5 7.4 7.5 7.6 7.4 .2
February -8.0 7.3 7.4 7.2 7.4 7.6 7.2 .4
March -7.7 7.3 7.4 7.2 7.3 7.7 7.2 .5

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

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

'(3) Concurrent (X-11 ARIMA method).-The procedure for computation of the official rate using the 12 components
is followed except that the extrapolated factors are not used at all. Each component is seasonally adjusted with the X-11
ARIMA program each month as the most recent data become available. Rate for each month of the current year are shown
as firutcomputed; theyare revisedonfyonce each year, attthe end of the yearwhendataforthefull year become available.
For example, the rate for January 1980 would be based, during 1980, on the adjustment of data from the period January
1967 through January 1980. Since the revision pattern and procedure for computation of the rate are identical to the
official procedure, the results of this method will be identical to the official rate at the end of each year when the most
recent observation is December.

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

(5) Total (X-I1 ARIMA method).-This is one alternative aggregation procedure, in which total unemployment and
labor force levels are extended with ARIMA models and directly adjusted with multiplicative adjustment models in the
X-11 part of the program. The rate is computed by taking seasonally adjusted total unemployment ax a percent of sea-
sonally adjusted total civilian labor force. Factors are extrapolated in 6-mo intervals and the series revised at the end
of each year.

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

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

Methods or adjustmenL-The X-11 ARIMA method was developed at Statistics Canada by the seasonal adjustment
and times series staff under the direction of Estela Bee Dagum. The method is described in the "X-11 ARIMA season-
rl Acsjustnrent Melhod," by Estela Bee Dagem. Statistics Canada Catalog No. 12-564E, February 1980.

The standard X-11 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).

Source: U.S. Department of Labor, Bureau of Labor Statistics, April 1981
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THE EMPLOYMENT SITUATION: MARCN 1981

Unemployment was unchanged in March, while the two major employment series showed different

developments, the Bureau of labor Statistics of the U.S. Department of Labor reported today.

The Nation's unemployment rate was 7.3 percent, the same as it had been in February but down

from 1980's high of 7.6 percent.

The series on total enployment--derived' from the monthly survey of households--showed an

increase of nearly 500,000 in March to 98.4 million. In contrast, the series on nonfarm payroll

employment--derived from the monthly survey-of establishments--was unchanged over the' month at

91.6 million. Since last summer, however, both series have recorded sizeable increases in

employment.

Unemployment

The Nation's unemployment rate was 7.3 percent in March, and the number of unemployed

workers was 7.8 million. Both measures have been about unchanged since December (after

adjustment for seasonality). Unemployment rates for most major worker groups have also been

relatively stable for the past several, months. March rates were 7.1 percent for full-time

workers, 5.9 percent for adult men, 6.6 percent for adult women, 19.1 percent for teenagers, 6.5

percent for whites, and 13.7 percent for black and other workers. (See tables A-1 and A-2.)

The number of persons on layoff, plus those permanently separated from their jobs (job

losers), at 3.8 million in March, was little changed from the previous 2 months. The number of

job losers was down more than half a million since last summer but was still more than 800,000

higher than in March 1980. (See table A-7.)

83-655 0 - 81 - 11
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There was little change in the average duration of unemployment in March. Since December,

however, there has been a slight decrease in the number of persons unemployed for 15 weeks or

longer. (See table A-6.)

Total Employment and the Labor Force

Both total employment and the civilian labor force increased by about half a million,

advancing to 98.4 million and 106.2 million, respectively. Adult men accounted for over 70

percent of the over-the-month change in both of these series. (See table A-i.)

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

I Quarterly averages I Monthly data I

I I I__ _ _ _ _ _ _ _ _ _ _ _ _ _

Category 1 1 1 1 Feb. -
1 1980 1 1981 1 1981 1 Mar.
I I I I I I. I change
HO8HL T I I IV I I I Jan. I Feb. I Mar. I

HOUSEHOLD DATA
Thousands of persons

Civilian labor force ........... .1104,2171105,1731105,800Oll5,543l105,6811106,1771 496
Total employment ........ 1 97,7181 97,2761 98,0121 97,6961 97,9271 98,4121 485
Unemployment. 1 6,4991 7,8971 7,7881 7,8471 7,7541 7.7641 10

Not iL labor force. 1 58,9991 59,9061 59,8201 59.9171 59,9461 59,5981 -348
Discouraged workers. 1 9491 1,0551 1,1151 N.A.1 N.A.1 N.A.1 N.A.

Percent of labor force
Unemployment rates: 1 1 1 I I 1 I

All workers ............... 1 6.21 7.51 7.41 71 7.31 7.31 0
Adult men ............... 1 4.81 6.31 6.01 6.01 6.01 5.91 -0.1
Adult women ............... 1 5.81 6.71 6.61 6.71 6.51 6.61 0.1
Teenagers ............... 1 16.

4
1 18.31 19.11 19.01 19.31 19.11 -0.2

White ............... 1 5.51 6.61 6.61 6.71 6.61 6.51 -0.1
Black and other ............... 1 11.81 14.11 13.21 12.91 13.11 13.71 0.6
Hispanic origin ............... 1 9.31 10.21 11.31 11.11 12.01 10.71 -1.3
Full-time workers ............... 1 5.81 7.31 7.11 7.11 7.11 7.11 0

ESTABLISHMENT DATA 1
Thousands of jobs

Nonfarm payroll employment ............. i 91,1201 90,
9 3 2

191,590pl 91,
4
8119I,6

4 4
pl91,645pi Ip

Goods-producing industries ............ 1 26,6051 
2 5

,
7 8

01
2 6

,00
2

pl 
2 6

,0
4

11
2

5,987pl25,978pl -9p
Service-producing industries ........ 1 64,5161 

6 5
,152165,58

8
pI 

6
5,

4 4
0165,657pl65,667pI lOp

Hours of work
Average weekly hours; 1I I I I

Total private nonfarm ............... 1 35.51 35.41 
3

5.
4
pi 35.51 

3
5.

3
pi 35.

4
pI O.lp

Manufacturing .................... 1 40.11 39.41 
4

O.Ipi 40.41 
3
9.9pi 

4
O.Op1 O.Ip

Manufacturing overtime .............. 1 3.11 2.91 
3

.Op1 3.11 
2
.9pi 2.9p1 OP

pwpreliminary. N.A.-not available.
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Since July, total employment has increased by about 1.4 million. The number of employed

adult men and women each rose by about 800,000. The number of employed teenagers dropped by

200,000 over this period, reflecting, in part, a decline in their population.

The civilian labor force increased by 2.1 million over the past year. Adult women, whose

labor force participation rate reached an all-time high of 52.1 percent in March, accounted for

about two-thirds of this growth.

Discouraged Workers

The number of discouraged workers in the first quarter of 1981 was 1.1 million, slightly

above the level of the previous quarter and 165,000 higher than a year earlier. (Discouraged

workers are persons who report that they want to work but are not looking for jobs because they

believe they cannot find any.) Women accounted for most of the over-the-year increase. Almost

80 percent of discouraged workers cited job-market factors as the reason for their

discouragement; the remainder cited -personal reasons. (See table A-li.)

Industry Payroll Efployment

The number of employees on nonagricultural payrolls was unchanged in March at 91.6 million.

The total number of payroll jobs had advanced by 1.8 million from July through February,

recouping employment losses which occurred in early 1980; however, not all industry divisions

have fully recovered from the 1980 recession effects. (See table B-I.)

Manufacturing employment remained at 20.4 million in March. Although the number of factory

jobs has risen substantially since July, employment in the industry was still three-quarters of

a million below its June 1979 pre-recession high.

Employment in construction and mining was unchanged over the month at 4.5 and 1.1 million,

respectively. The number of construction jobs was still about 230,000 below the January 1980

peak. By contrast, employment in mining, which had increased fairly steadily during 1980, wos

about 85,000 above the year-earlier level.

In the service-producing sector, only State and local government--duwo by 55,000--showed any

substantial movement over the month. This was about offset by small gains in trade and

services. Employment in the service-producing sector rose steadily over the past year and was

about I million above its March 1980 level, but only trade, services, and finance, insurance,

and real estate contributed to the growth.
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Hours of Work

Following a decline of 0.2 hour in February, the average workweek of production or

nonsupervisory workers on private nonfarm payrolls edged up 0.1 hour in March to 35.4 hours.

The manufacturing workweek was also up a tenth of an hour, following a large decline in

February. At 40.0 hours, the factory workweek was at about the same level as at the end of

1980. Manufacturing overtime, at 2.9 hours, was unchanged over the month. (See table B-2.)

Reflecting the gain in weekly hours, the index of aggregate weekly hours of production or

nonsupervisory workers on private nonfarm payrolls increased 0.2 percent in March to 126.5

(1967-100). The manufacturing index rose 0.4 percent over the month, offsetting some of the

February decline; the index was 6.2 percent higher than last July's low but still 3.5 percent

below its year-earlier level. (See table B-5.)

Hourly and Weekly Earnings

Average hourly earnings of production or nonsupervisory workers on private nonagricultural

payrolls rose 0.7 percent over the month .(seasonally adjusted). Average weekly earnings were up

1.0 percent from February. Before adjustment for seasonality, average hourly earnings increased

4 cents in March to $7.10, 59 cents above the year-earlier level. Average weekly earnings were

$249.92, up $2.82 over the month and $20.77 since March 1980. (See table B-3.)

The Hourly Earnings Index

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

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

268.5 (1967-100) in March, 0.8 percent higher than in February. The Index was 9.5 percent above

March a year ago. In dollars of constant purchasing power, the Index decreased 1.4 percent

during the 12-month period ended in February. (See table B-4.)
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Chart t. Civilian labor force and employment
(Seasonally adjusted)
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Explanatory Note
This news release presents statistics from two major

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

The establishment survey provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information.
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
166,000 establishments employing about 35 million
people.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These adjustments make nonseasonal
developments, such as declines in economic activity or
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increases in the participation of women in the labor

force, easier to spot. To return to the school's-out ex-
ample, the large number of people entering the labor

force each June is likely to obscure any other changes
that have taken place since May, making it difficult to

determine if the level of economic activity has risen or

declined. However, because the effect of students
finishing school in previous years is known, the statistics
for the current year can be adjusted to allow for a com-

parable change. Insofar as the seasonal adjustment is
made correctly, the adjusted figure provides a more

useful tool with which to analyze changes in economic
activity.

Measures of civilian labor force, employment, and

unemployment contain components such as age and sex.

Statistics for all employees, production workers,
average weekly hours, and average hourly earnings in-
clude components based on the employer's industry. All

these statistics can be seasonally adjusted either by ad-

justing the total or by adjusting each of the components
and combining them. The second procedure usually
yields more accurate information and is therefore
followed by BLS. For example, the seasonally adjusted

figure for the civilian labor force is the sum of eight
seasonally adjusted employment components and four

seasonally adjusted unemployment components; the
total for unemployment is the sum of the four

unemployment components; and the official unemploy-
ment rate is derived by dividing the resulting estimate of

total unemployment by the estimate of the civilian labor
force.

The numerical factors used to make the seasonal ad-

justments are recalculated regularly. For the household
survey, the factors are calculated for the January-June
period and again for the July-December period. The

January revision is applied to data that have been

published over the previous 5 years. For the establish-
ment survey, updated factors for seasonal adjustment
are calculated only once a year, along with the introduc-
tion of new benchmarks which are discussed at the end

of the next section.

Sampling variability
Statistics based on the household and establishment

surveys are subject to sampling error, that is, the

estimate of the number of people employed and the

other estimates drawn from these surveys probably dif-

fer from the figures that would be obtained from a com-

plete census, even if the same questionnaires and pro-

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

upon the size of the sample, the results of the survey,

and other factors. However, the numerical value is

always such that the chances are 68 out of 100 that an
estimate based on the sample will differ by no more than

the standard error from the results of a complete census.
The chances are 90 out of 100 that an estimate based on

the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At

the 90-percent level of confidence--the confidence limits

used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or

minus 279,000; for total unemployment it is 194,000;

and, for the overall unemployment rate, it is 0.19

percentage point. These figures do not mean that the

sample results are off by these magnitudes but, rather,

that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ from the

estimates by more than these amounts.
Sampling errors for monthly surveys are reduced

when the data are cumulated for several months, such

as quarterly or annually. Also, as a general rule,
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller
than is the error for the jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .24 percentage point; for teenagers, it is

1.06 percentage points.
In the establishment survey, estimates for the 2 most

current months are based on incomplete returns; for this
reason, these estimates are labeled preliminary in the
tables. When all the returns in the sample have been
received, the estimates are revised. In other words, data

for the month of September are published in

preliminary form in October and November and in final
form in December. To remove errors that build up over
time, a comprehensive count of the employed is con-

ducted each year. The results of this survey are used to
establish new benchmarks-comprehensive counts of
employment-against which month-to-month changes

can be measured. The new benchmarks also incorporate
changes in the classification of industries and allow for

the formation of new establishments.

Additional statistics and other Information
, In order to provide a broad view of the Nation's
employment situation, BLS regularly publishes a wide
variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings,
published each month by BLS. It is available for $2.75
per issue or $22.00 per year from the U.S. Government

Printing Office, Washington, D.C. 20204. A check or
money order made out to the Superintendent of

Documents must accompany all orders.
Employment and Earnings also provides approxima-

tions of the standard errors for the household survey
data published in this release. For unemployment and
other labor force categories, the standard errors appear
in tables A through I of its "Explanatory Notes."
Measures of the reliability of the data drawn from the
establishment survey and the actual amounts of revision
due to benchmark adjustments are provided in tables L

through Q of that publication.
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Table A.2. Employment status of the population by race, sox, and age
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Table A.3. Selected employment Indicators
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Table A-5. Major unemployment Indicators, seasonally adjusted
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Table A.7. Reason for unemployment
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Table A-1I. Pomona not In labor force by mrotoo, sox, and raca, quarterly averagea
(m7 thou0)
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Toble B-1. Enploy... on non.g7i..Iut b..I payroll. by ind.stry
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TableR. 2. Avera9e weekly hours of production or .o...p-rvisor- workart 00 plivate

nonogrivoltoral payrolls by industry

ESTABLISHMENT DATA
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Table B-3. Average hourly and weekly aervioga of prodotio.. or.....ape-i-oy workers a private
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Table B.4. Hourly earnings index for production or .onsupnr.isorv wo-k-rs on private
nonagricultural payroIl by industry division, seasonalIly djusted
117-lool

ESTABLISHMENT DATA
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Advance copies of this release are made available to the press with the emplicit
unodertandlng that, prior to 9 a. Estern time: (I) Wire services will not move over
their wires copy based on information in this release; (2) electronic media will not feed
such information to member stations; and (3) representatives of mews organ-iation will oot
give aoch information to persons ootside those orgeoiationa.

PRODUCER PRICE INDEXES--MARCH 1981

The Producer Price Indes for Finished Goods moved up 1.3 percent oe A seasonally
adjusted basis from Febrnary to March, the Bureau of Labor Statistics of the U.S.
Department of Labor reported today. The March advance followed increases of 0.8 percent
in February and 0.9 percent in January. Prices for intecmediate materials climbed
1.1 percent, far more than in February but about the same as in January. Crude material

Table A. Percent changes fr-a preceding month in selected atage-of-procesing
price inde.e., seasonally adjusted

0

I Finished goods | Intermediate goods I Crude goods I
I I _ _ _ _ _ _ I ._ _ _ _ I _ _ _ _ _ _

I Foods I i | Foodatuffal i
I I Total IConsn-erl Other I Total I and I Other I Total I and jOther
I Month I I fonda I | I feedal I | feedstuffl1

! .- I !- I *I ! !_ I I I
Mar. 19801 1.1 I 1.0 I 1.2 I 0.7 I -2.1 0.9 I -2.3 i -3.0 i -1.3 i
Apr:. . .8 1 -1.31 1.51 .31 -1.81 .41 -1.81 -3.5 I .4|
May ..il* 5, .4| .5 1 .61 4.8 1 .4 1.1 1.8 I I
June..I .81 .61 .9 | .71 .51 .81 .8 1 1.7 -.4|
lJuly .. 1.71 3.7 1.11 .91 4.1 .71 5.31 7.5 12.4
Aug. I 1.21 2.71 .71 1.01 6.0-I .7rl 4.6 1 6.1 I 2.4
Sept .. I .31 .5 .2 .5 .71 .5 1 1.4 1 .7 12.3
Oct. .I .91 .71 1.11 .8 5.21 .6rl 1.7 1 1.5 11.91

INO . I .7r1 .3rl .8rI .9r l 1.5rl .9rl 1.lrI .2 | 2.4rl
IDec .. I .2rl -. Irl .3rl 1.lrI -6.2rl 1.6rl -1.6rl -2.6 1 -.3rlI I I I I I III I I
IJan. 19811 .91 0 I 1.1 1 1.21 .1| 1.31 -1.01 -1.1 I -.81

Feb. . .8: 1 -.61 1.31 .41 -3.0| .61 2.91 -3.3 111.51
IMar . 8 1.41 1.11 -2.61 1.3 1 -1.31 -2.0 I .41

/ Intermediate materials for food manufacturing and feeds.
* Data for November 1980 have been revised to reflect the availability of late reports

and corrections by respondents. For this reason, some of the figures showi above
and elsewhere in this release nay differ fr-n those previously reported.

r- revised.
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prices decreased 1.3 percent, the third decline in the last 4 months. (See table A.)

The 6.1 percent surge in the index for finished energy goods accounted for a little
more than half of the rise in the Finished Goods Price Index in March. The consumer foods
index also accelerated sharply in March, moving up 0.8 percent after falling 0.6 percent
in the preceding month. The indexes for both capital equipment and consumer goods other
than foods and energy, however, increased considerably less than in the first 2 months of
the year.

Before seasonal adjustment, the Producer Price Index for Finished Goods moved up
1.1 percent to 265.3 (1967-100). From March 1980 to March 1981, this index rose 10.5 per-
cent. The finished energy goods index climbed 22.9 percent over the year, the consumer foods
index increased 7.8 percent, the index for finished consumer goods other than foods and
energy rose 8.3 percent, and capital equipment prices advanced 11.0.percent. The Producer
Price Index for intermediate goods rose 9.9 percent since March 1980, and crude material
prices were 13.4 percent higher than a year ago.

Finished goods

Finished consumer goods. The Producer Price Index for finished consumer goods
advanced 1.4 percent in March on a seasonally adjusted basis, following a rise of
0.8 percent in February. Price increases for energy goods accelerated sharply, and food

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

T l Changes from preceding mouth, seasonally adjusted [Change in
l l |fI finished

l l l I |Finished consumer goods excluding foodslgoods from I
I ICapital IFinished! 1 12 months I

I Month IFinished! equip- consumerl 1 1 I ago I
I I goods I ment I goods I Total I Durables I Nondurables I (unadj.) I
l I I I l I I I
lI I I I I I I
IMar. 19801 1.1 1 0.9 I 1.2 1 1.3 I -0.7 I 2.5 1 13.9 l

JApr.I....I .8 1 1.6 1 .5 1 1.4 1 .3 1 2.0 | 13.7 I
May .... 1 .5 1 .3 1 .5 1 .5 1 .1 1 .7 1 13.5 1
June .... 1 .8 1 .7 1 .9 I 1.0 1 1.5 1 .7 1 13.8 l
July .... 1 1.7 1 1.2 1 1.9 1 1.0 1 1.5 1 .8 1 14.6 1

JAug.I....I 1.2 1 1.0 1 1.2 ! .6 ! .8 | .5 1 14.8 l
1Sept ..... .3 1 .1 1 .3 1 .2 ! -.1 1 .4 | 13.1 l

loct.....I .9 1 1.7 1 .8 1 .8 1 1.5 1 .4 1 13.1 1
JNov . |I .7r I .6r I .7r I .9r I .5r I 1.2r I 12.4r I
Dec . I .2r I .4r I .2r I .3r I -.4r I .8 I 11.7 I

Jan. 19811 .9 I 1.0 | .8 1 1.2 1 0 | 1.7 1 10.8 l

IFeb . |I .8 1 1.1 1 .8 1 1.3 1 .5 1 1.8 1 10.4 l
JMar .. I 1.3 ! .7 | 1.4 ! 1.6 1 .1 1 2.4 1 10.5 l
l l l l I I I I I

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

r- revised.
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,rices turned up after several months of stable or slightly falling prices.

Finished energy prices rose 6.1 percent, the fifth consecutive large monthly
advance. This upward movement reflected the impact of the lifting of controls on the
price of domestic crude oil earlier in the year, as well as the continued passthrough of
the latest round of imported oil price increases. (Because prices of refined petroleum
products are lagged one month, the March indexes for these products reflect February price
movements.) Gasoline prices were up 7.5 percent, compared with a 4.7 percent rise in
February. Home heating oil prices increased 9.0 percent, after advancing 6.5 percent a
month earlier.

The index for consumer finished foods increased 0.8 percent, after a decline of
0.6 percent in February. Prices turned up after falling during the 3 preceding months for
pork and fresh fruits, and price increases accelerated sharply for fresh and dried
vegetables and fish. Prices for beef and veal and processed poultry continued to fall,
but much less than in February. On-the other hand, prices fell more sharply than in
February for refined sugar and eggs. Prices for Florida' oranges declined 10.7 percent
following a 57 percent surge in February. Prices rose less than in the previous month for
all types of orange juice.

The index for finished consumer goods other than foods and energy rose 0.4 percent,
compared with a 0.7 percent increase in February. Smaller increases were registered for
passenger cars, alcoholic beverages, sanitary papers, electric lamps and bulbs, and
newspaper publishing. Prices turned down in March after rising in the previous month for
household flatware and cosmetics. Jewelry prices fell for the third consecutive month.
On the other hand, price increases accelerated for household furniture, soaps and
detergents, luggage and small leather goods, and mobile homes. Prices for tires and-tubes
advanced almost as much as in February.

Capital equipment. The Producer Price Index for capital equipment moved up
0.7 percent in March, bomewhat less than in February (1.1 percent). Prices for heavy motor
trucks edged down after rising a month earlier. Price increases slowed for a broad range
of capital goods, notably food products machinery, railroad equipment, plastic and rubber
industry machinery, commercial furniture, and agricultural machinery. In contrast, prices
for machine tools, transformers and power regulators, and aircraft advanced considerably
more than in February. Prices for industrial material handling equipment turned up
markedly after edging down in February.

Intermediate materials

The Producer Price Index for Intermediate Materials, Supplies, and Components rose
1.1 percent on a seasonally adjusted basis from February to March,.considerably more than
the 0.4 percent increase in February. Most of the March advance was caused by a steep -
climb in the intermediate energy goods index. Prices for intermediate goods other than
foods and energy rose somewhat more than in February, but less than in either January or
December.

The index for intermediate energy goods moved up 4.3 percent over the month,
following increases of just under 3 percent in both JanuAry and February. Prices for most
major kinds of refined petroleum products used by businesses advanced about 7 or 8 per-
cent. Electric power prices, however, decreased slightly.

The index for intermediate foods and feeds dropped 2.6 percent in March, almost as
much as in February. Prices for refined sugar for food manufacturing fell 8.7 percent,
after decreasing 2.7 percent in the previous month. Prices for feeds, flour, and crude
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vegetable oils also continued to decline, although not as sharply as in February.

The indea for intermediate materials other than foods and energy increased
0.6 percent, after edging op 0.2 percent in the preceding month. The indeses for durable

-asufacturing materials and construction materials both torned up in March follcwing
February decreases. Higher steel prices sore than offset lower prices for a broad range
of nonferrous metals, notably cobalt, silver, gold, and copper; the resalt was a 0.3 per-
cent rise in the durable manufacturing materials inden, which had fallen 1.4 perceot in
February. After declining 0.3 percent in February, the construction materials index
advanced 0.9 percent in March. Prices for bituminous paving materials, fabricated
structural metal products, and paper bones moved up considerably more than in February,
and asphalt roofing and plywood prices turned up following February declines. Siotwood
lumber prices, however, continued to drop.

The nondurable manufacturing materials ilden rose 0.7 percent for the second
consecutive month, Prices for leather and processed yarns turned up after falling in
February, and synthetic fiber prices rose considerably more than in the previous month.
Synthetic rubber and industrial chemical prices continued to increase rapidly, aithough
not as fast as in February. On the other hand, prices for finished fabrics and phosphates
turned down following February advances. Prices for gray fabrics, paper, paint materials,
and pharmaceutical materials showed little or no change after substantial February
increases.

Among other intermediate goods, prices for metal containers, ball and roller
bearings, notions, mined fertiliners, pesticides, and platic film and shcnting turned
down after registering large upward movements in February. Prices for motor vehicle parts
and tractor parts rose ouch less than in the preceding month. In contrast, prices for
electronic cumponests and machins tool parts advanced considerably more than in February.

Crnde materials

The Producer Price Index for Crude Materials for Further Processing fell 1.3 percent
in March on a seasonally adjusted basis, after rising 2.9 percent in February. Prices
declined for both crnde foodstuffs and nonfood materials excluding energy, while crude
energy prices rose ouch less than in the previous month.

The index for crude foodstuffs and feedutuffs moved dows 2.0 percent, the fourth
consecutive monthly decrease. Cattle prices moved doom for the seventh consecutive month,
and hog prices dropped for the fourth consecutive aonth, Sugar prices fell even sore
(13.1 percent) than is February (12.2 percent). Prices for soybeans and live poultry also
dropped nore than is February. Although the grains index also co-tinued to move down, the
March decline wa smanlier than in February. On the other hand, cocoa bean prices rose for
the third coosecutive month after decreasing rapidly for the 10 months ended is December.

The inden for crude nonfood materials less energy decreased 2.1 percent, somewhat
less than in either of the 2 previous months. Prices for monferroos scrap moved down for the
fourth consecutive month, although the decline was much less than in any of the preceding
3 months. Prices for natural ruhbbr and wastepaper declined more than in the previous
month. Prices for iron and steel scrap and raw cotton rose, however, following
substantial decreases in January and February.

The crnde energy materials indem edged up 0.3 percent, following a .20.0 percent jump
in February. Crude petroleum prices were unchanged after soaring in February, when the
cumulative impact of several months of deregulation moves was reflected. Natural gas
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prices, which had been unchanged in February, increased 1.3 percent.

Producer Price Indexes Will Shift to New Base Next Year

Beginning with the release of January 1982 data in February 1982, most Producer
Price Indexes will shift to a new base year. All indexes currently expressed on a base of
1967-100, or any other base through December 1976, will be rebased to 1977-100. Only
indexes with a base later than December 1976 will keep their current base. Rebasing of
PPI data is part of a comprehensive rebasing of indexes published by the Federal
Government. (See Technical Note, "Federal agencies updating base year of indexes to
1977,- in the February 1981 issue of Monthly Labor Review.) The last previous rebasing of
PPI data occurred in January 1971, when the current 1967 base was substituted for the
former 1957-59 base.

Historical data for each PPI series on the new base will be available from BLS on
request.

To convert any continuous index series on the 1967 base to a new continuous series
on the 1977 base, divide each index value on the former base by the index value for the
new base period and multiply by 100. For example, the August 1980 index for steel mill
products was 301.0 (1967-100). To convert that index to a base of 1977-100, divide 301.0
by the 1977 annual average for steel mill products on a-1967-100 base, which wad 229.9.
The August 1980 index for steel mill products on a base of 1977-100 thus becomes:

(301.0/229.9) x 100 130.9

Rebasing an index does not affect the calculation of percent changes over time,
except for possible rounding differences, so long as all calculations are performed with
indexes expressed on the same base. ong-term business contracts-with escalation clauses
which make changes in selling or buying prices dependent on percent changes in specified
PPI series should, therefore, not be substantively affected by the rebasing next year.
However, contracts with escalation clauses which make price changes dependent on changes
in index points may be greatly affected by rebasing. (See "Escalation and Producer Price
Indexes: A Guide for Contracting Parties," BLS Report 570, available on request.)
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in

prices received in primary markets of the United States
by producers of commodities in all stages of processing.
These data were previously presented as the Wholesale
Price ides. The name "Producer Price Indexes' is

now being used to reflect more accurately the coverage
of the data. The sample used for calculating these in-
dexes continue5 to contain nearly 2.800 commodities
and about 10.000 quotations selected to represent the
movement of prices of all commodities produced in the
manufacturing. agriculture, forestry. fishing. mining.
gas and electricity, and public utilities sectors. The

universe includes all commodities produced or im-
ported for sale in commercial transactions in primary
markets in the United States.

Producer Price Indexes can be organized by stage of

processing or by commodity. The stage of processing
structure organizes products by degree of fabrication
tie.. finished goods. intermediate or semifinished
goods. and crude materials). The commodity structure
organizes products by similarity of end-use or material
composition.

Finished goods are commodities that will not under-

go further processing and are ready for sale to the ulti-
mate user, either an individual consumer or a business
firm. Capital equipment (formerly called producer

finished goods) includes commodities such as motor
trucks, farm equipment. and machine tools. Finished
consumer goods include foods and other types of goods
eventually purchased by retailers and used by con-
sumers. Consumer foods include unprocessed foods
such as eggs and fresh vegetables, as well as processed
foods such as bakery products and, meats. Other
finished consumer goods include durables such as

automobiles, household furniture, and jewelry, and

nondurables such as apparel and gasoline.
Intetmediat marerials, supplies. and cotmponeens 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.

Crude materials tfit farther pocessinh include prod-
ucts entering the market for the first time which have
not been manufactured or fabricated but will be proc-
essed before becoming finished goods. Scrap materials
are also included. Crude foodstuffs and feedstuffs in-

clude items such a, ins and livestock. Examples of

crude nonfood m. . tals include raw cotton, crude
petroleum, natural gas: hides and skins, and iron and
steel scrap.
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For analysis of general price trends, stage ot processing
indexes are more useful than commodity grouping indexes.
Ths is because commodity grouping indexes sometimes
produce exaggerated or misleading signals of price changes
by reflecting the same price movement through various
stages of proc ssing. For example, suppose that a price
rise for steel scrap results in an increase in the price
of steel sheet and then an advance in prices of automo.
biles produced from that steel. The All Commodities
Price Index and the IndustrinW Comianodities 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 AU Commodities Index uaes
the total shipment values for all commodities at all stages
of processing. On the other hand, the Finished Goods
Price Index would reflect the change in automobile. prices,
the Intermediate Materials Price Index would reflect the
steel sheet price change. and the Crude Materials Price
Index would reflect the rise in the price of steel scrap.
(See illustration.)

To the extent possible, prices used in calculating
Producer Price Indexes apply to the fiust signifwcant com-
mercial transaction in the United States, from the produc-
tion or central marketing point. Price data are generally
collected monthly, primarily by mad questionnaire. 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 ae used if -transectIon prices are not
available. Most prices are obtained directly from pro-
ducing companies on a voluntary and confidential basis,
but aome prices are taken from trade publications or
from other Goverament agencies. Prices generally ae
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 toether with weights
representing their importance in the total net selling alue
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 measures price changes from a reference
period which equals 100.0 (usually 1967, as designated by
the Office of Management and Budget). An increase of lS
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 hasrisen from S100
in 1967 to SI85."

A Note about Calculating
Index Changes

Movements of price indexes from one month to.avother
are usually expressed as percent changes rather than changes
in index points because index point changes are affected
by the level of- he 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 so
the standard formula for compound growth rates. These
data indicate what the percent change would be if the
current rate were maintained for a 1 -month period.

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 wed as unadjusted changes each
morth. -

For analyzing general price trends in the economy,
seasonally adjusted data usually are preferred because
they eliminate the effect of changes -that sormally 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 ace
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 varues 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
estate leases.

lode Puoiar Change

Finished Guads Prior Index 185 -
le. pr-inuas indeu 184 5
equals ieden print change 1.0

- ladeu Per_ Cru-reI

Index point luangee I.0
divided by the previous index 184.5
equabe 0.005
resell irutlirld by 100 0x005 x l00
quals index percent change 0.5
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Table 1. Producer price Indexes and percent changes by stage of processing
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Table Z Producer price Indexes and percent changes for selected commodity groupings
by stage of processing
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Table 2. Continued-Producer price Indexes and percent changes for selected commodity
groupings by stage of processing
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Table 2. Continued-Producer price indexes and percent changes for selected commodity
groupings by stage of processing
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Table 3. Producer price indexes for selected commodity groupings
( 1967=100)

1 Unadjusted indeo
Commodity Grouping | Nov. 980 ti1rrarct 1981 1.

code .. g -i I

All Conoodities...................................... 279 289.6
All Comondities (1957-59z1001 ...................... 296. 37.3

MAJOR COMMODITY GROUPS

Farm products and processe d foods and feeds.... 260.5 25.
01a Farm products..9 26086
02 Procsd foods and feeds............. .............. 2. 2.1

Industrial commodities .. ... ....................... 257.2 298.9
03 Teutile products and apparel.19. 6 19245
04 Hides. skins. leather an d related products ........... 255.4 262.4
05 Fuels and related products and power 6.601.2 692.2
06 Chemicals and allied products2 7 279.4
07 Rubber and plastic products.... 223 4 22.
08 Lumber and uood products.293.4 293.6
09 Pulp, paper and allied products 255.0 268.6
10 Metal, and metal products..........29.1. 296.1
1 achine ry an d equipment............. 248.3 256.9
12 F urniture andhoshold durables .................. 11.5 7:95.
13 Nonmetallic mineral products. 28.7 3102

14 Transportation equipment (Dec .. ...I . 287.80 228 5
Is Miscel laneous p.od..ucts. ............................... 263.6 262.4

Industrial commodities less fuels and related
products and powr................................... 250.3 258.2

OTHER COMMODITY GROUPINGS

01-2 Grai ns............. 270 9 2619.8
01-3 L.nestck.2.6 25 0 23s
01-5 Plant and animal fibers..........287.2 7.1
01-8 Hay. hayseeds., and ils...d............298.3 209.5
01-9 Other farm products ............. 96.6 295.9
02-I Cereal and bakery products ......... 245.3 252.9
2-2 Meats poultry and fish .................. 20.9 2400

02-S Sugar and confectionery4.4..0 302.6
'02-6 .everau2s and beverage materials.240.6 242.8
02-63 Packaged bverage aterials ..... ....................
02-7 Fats and . ...................... 238.0 23.0
4-4 Other leather and related products..................... 222.6 243.4

05-3 Gas fuels 2.0.....25.5 7.6
05-7 Refined petroleum products , .697.6 822.4
06-3 Drugs and pharnaceuticals ......... 19.1
06-S Agricultural chemicals and products.261.1 274.8

06-7 Other chicals and allied produnts ... ............... 0.4 .
07-1 Rubber and rubber products............. 245.0 253.

07-Il Crude rubber.2.... 2 8067
a7-13 .iscellaneous rubber products..3 2 46 524

08-1 Lumber .... 3 524.
09-1 Fulp. paper, and products. eneluding building18 ~ ~~~~~ae a nd bor .................................... i................... 3256.9 3266.7

09-IS prte d paper and paperbeod a pco.. s............243. 35.
10-1 Iron and steel.3:2.7 328.0.............................. 3 25.
10-13 Stel mill podus........ 309.4 328.7
10-2 Honferrus metals.................. 29
11-3 Metalworking machinery and equipment.3.9 294.75
11-4 General purpose machinery and equipent. 274.3 281l.
11-7 Electrical machinery and equipent ...... 207.5 21.3
11-9 Mi scellaeou machinery and equipment............... 238.5 245.4
13-2 Concrete ingredients . ................. 27. 29.9
i1- Motor vehicles and equipment.......... . 251.2
14-11-02 Motor trunks ................... 12 251121
¶5-4 Photographic equipment and supplies.2...1
15-9 Othtr eiscellane.us product ........................... 370 3

1/ Data for Hon. 1900 have been revised to reflect the
availability of late reports and corrections by
respondents. All data are subject to reisien4
months after original publication.

Z/ Prices of some items in this grouping are lagged I .onth.
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Chart 1
Finished Goods Price Index and Its components

1971 - 81
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Chart 2
Intermediate Materials Price Index and Its components
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Chart 3
Crude Materials Price Index and Its components
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Representative REuss. Thank you very much, Commissioner Nor-
wood.

As I indicated, I find the 16.8-percent annualized rate of increase
of the producer price index for finished goods very disturbing. I
realize the difficulties of gazing into the future, but purely on a pro-
fessional level, perhaps you would answer this question.

Do you think this very disturbing March Producer Price Indexes
price increase is a once-and-for-all price increase? Will we get it out of
ouI system, and will things be better again?

Or is it likely, to a degree, that the producer prices will become
ratcheted in, to reflect itself in wage demands and the prices of other
goods?

In short, will it be a pebble thrown on the pond, which produces out-
ward ripples?

Ms. NORWOOD. Well, Mr. Chairman, as you quite rightly point out,
there has been a very large increase in producer finished goods this
month.

We need to look at where that's coining from. In the case of food.
as you know, the Agriculture Department and many agricultural econ-
omists have been forecasting shortages of supply. It is not clear
whether that is true or not, and we don't know what will happen in
the future. But there clearly has been a turn-around in food prices.
Fruits and vegetables-vegetables in particular-went up, and pork,
fish, and many of the consumer food items which had been declining in
the last months, or had been relatively stable. have turned around.

The other very important element was energy prices. As we dis-
cussed last month, refined petroleum products in the Producer Price
Indexes cover the entire month, and, as a result, the refined petroleum
products are lagged a month. So, what we are reporting here are es-
sentially the price increases that took place in February.

There seem to be some indications from the newspapers and from
other reports that the energy price surge may not be continuing. It
certainly should not continue to increase at those levels. But that is
something we will have to wait for a few months to see.

Representative REUSS. What caused food prices to turn around, if
you know ?

Mr. LAYNG. Basically, in two primary components of finished foods.
Fresh fruits and vegetables-particularly fresh vegetables-jumped
close to 19.5 percent. That was one factor, and a large part of that
had to do with the weather in Florida and Mexico, which affected the
supplies of these products. In addition to that, pork prices at the fin-
ished level increased where they had been going down. Those were
two of the big factors.

Representative REuss. Well, if I heard right, you said price in-
creases in peanuts, fresh fruits, vegetables, and pork were to blame?
Is that right?

Mr. LAYNG. No peanuts; I don't know what happened to peanuts.
Ms. NORWOOD. Vegetables.
The big ones really were pork, vegetables, and fish.
Representative REuJss. Well, I hate to be pessimistic. But, if the

prices of your fish, pork, and fresh vegetables-all the contents of your
wok-have turned around, aren't they going to keep turningI
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I don't like to be a doom-and-gloomer, but aren't the contents of that
wok going to keep on costing more?

Ms. NORWOOD. It, of course, is a function both of the weather and,
for meats in particular, of the supply.

We just don't know.
There had been quite a decline in food prices, and they have turned

around. We have had large declines for beef and veal, pork, poultry,
for example, over the last couple of months. And some of those-not
all of them, but pork and fish, certainly-have turned around.

Mr. LAYNG. Certainly, compared with a year ago, food prices were
only up 7.8 percent at the producer level, which is a relatively mod-
erate increase, compared to other things.

Representative REuss. Well, what I hear is that food prices have
turned around in the wrong direction. They have gone up and none of
you are able to assure me that they are going to turn down again
very soon.

That is so, isn't it?
Ms. NORWOOD. That's right. That is certainly correct.
Representative REuss. What effect do you think the energy increases

and the food price increases, both in March and possibly in the future,
are going to have on wage pressures?

Unit labor costs are now going up on the order of 10 percent, and
energy and food are two of the things that wage earners consume a lot
of. Indeed, they make up together close to half of the lower income
budget, I believe.

Will they justify the wage increases and feed the inflationary spiral,
in the absence of an income policy such as in Austria or the Nether-
lands, which moderates these movements?

Ms. NORWOOD. I think that the big question will be how quickly,
if at all, these increases at the producer level are passed through to
the consumer level.

And, as you know, we have discussed many times the problems of
tracking price changes through the various stages of production and
consumer markets.

The food price situation is certainly very worrying.
In the case of energy, which had contributed almost half, or about

half, of the increase in finished goods this month, I think that what
we have seen is an accumulation of the decontrols, some of which had
been put into effect by President Carter; and then, the amendment by
President Reagan of full decontrol in January.

And in February, we had a big surge, a 6.1-percent increase in
energy in general, and an even larger increase in some of the smaller
components under energy.

As I have said. it is hard to know what will happen to those energy
price increases. But clearly, there are some indications, in the press,
at least, that those large increases will not continue. We don't know,
and we always prefer to wait until we've got good, accurate BLS data
to go by.

Representative REuss. As to the existing price increases. in not only
food and energy, but in the whole spectrum reported in this month's
dismal statistics, are they not going to be passed through at some
point to the consumer?
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It's too much to expect that industry will absorb them, and take
them out of its profits. Does that not follow, as the night the day?

Ms. NORWOOD. Well. I think we can say clearly that the energy prices
have already passed through. There is no question about that.

The point that I was making about energy was that there seems to
be some indication that, since there appears to be adequate supply at
the moment, those energy prices are beginning to level off or turn
down.

In the case of food, when consumer food at the producer level goes
up, we should be concerned about the passthrough or possible pass-
through of that into the supermarkets. But there are a lot of stages
between, and a lot of costs between, the producer level of pricing and
the consumer or foodstore level.

So, we can't be certain exactly how much of that will be passed
through.

But, I think you are quite right, it is a matter of great concern.
Representative REUSS. Well, isn't it a fact that costs-in whatever

you call the food that is reflected in the producer price indexes-what
is the word?

* Mr. LAYNG. That's consumer finished food. It's ready to go to retail
stores and wholesalers.

Representative REUSS. Very often, those cost increases not only get
passed through to the consumer, but they get passed through, and then
some, don't they?

Aren't they frequently used as the basis for markups, which are
figured on a larger base, to sock the consumer budgets at the super-
market even more? Is that not true?

Ms. NORWOOD. There has, in the past, frequently been a relation-
ship-though it is not always dollar for dollar-that is passed
through. Frequently, the amplitude, the difference, is less at the retail
level than at the producer level.

But that, again, depends upon a lot of other conditions, including
transportation costs.

Representative REUSS. Sometimes the difference is less, and the
dollar of increase at the producer level is not, happily, reflected in a
dollar of increase at the consumer level.

But is it not equally true that sometimes the passthrough is greater,
and that $1 of price increase at the producer level is reflected in more
than $1 price increase to the consumer?

Mr. LAYNG. Typically, you have greater amplitudes; and when
prices go up at the producer level, they go up less at the retail level,
and when they go down, they go down by less.

So, if you look at a chart of percent changes. the amplitudes will
be greater, the more raw the commoditv. If vou're looking at live
cattle, the amplitudes of price movement for those will be much
greater than for slaughtered cattle, and retail beef prices.

Representative REUSS. So the poor consumer loses when the price
indexes win-when producers' prices go down? That's tough on the
consumer. He doesn't benefit.

Mr. LAYNG. The market tends to work that way. It shaves the tops
and the bottoms. Basically, prices don't go up as much and they don't
go down as much. They tend to be more stable at the more finished
level.
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Representative REUSS. Very interesting; and very sad.
I would like to ask about unemployment. And, again, 7.3 percent

in itself is a great cause for concern. But, added to that, even though
the percentage of actual unemployed is not up, the number of dis-
couraged workers is apparently growing.

And I gather that would-be workers are saying now that they are
discouraged, because there are no jobs.

Sometimes they're discouraged for non-job-related reasons.
That suggests to me that this unemployment figure, already out-

rageous, may get worse in the months ahead.
Can you allay my fears?
Ms. NORWOOD. As I said in my statement, there has been an increase

in discouraged workers, persons who say they are not looking for
work because they think they cannot get a job.

I also referred to the seven unemployment measures U-1-U-7
that we publish on a regular basis.

The one at the bottom, U-7,1 is at 10.5 percent in the first quarter,
and includes, in addition to the unemployed, two other groups, one of
which is discouraged workers.

That measure held level. All of the others declined some over the
last quarter.

Representative REUSS. Commissioner Norwood and gentlemen, thank
you very much for your usual responsive assistance to this committee.

We will see you again in a few more weeks.
Ms. NORWOOD. Thank you, sir.
Representative REUSS. Thank you very much.
Now, we are very pleased to hear from Mr. William A. Cox, act-

ing chief economist of the U.S. Department of Commerce, and a dis-
tinguished alumnus of the Joint Economic Committee.

Bill, we are glad to see you back. You have always given the Joint
Economic Committee excellent advice, and we have always followed
it. I'm sure that you are continuing to give the executive branch excel-
lent advice. And I can only conclude that it is too bad they haven't
been following it.

But, anyway, you are very welcome here. And perhaps you can throw
some light on where we are heading in the months ahead.

I think you were asked to present some thoughts to us on rather
a short-term focus. But whatever you're going to tell us will be
welcome.

STATEMENT OF WILLIAM A. COX, ACTING CHIEF ECONOMIST, OF-
FICE OF THE INSPECTOR GENERAL, DEPARTMENT OF COMMERCE,
ACCOMPANIED BY THEODORE TORDA, SENIOR ECONOMIST

Mr. Cox. Thank you, very much, Chairman Reuss. It is for me a
special pleasure to view the committee's proceedings from this side of
the rostrum after having spent about 6 years of my life viewing it from
the row behind you.

I will deal with the recent past, the first quarter and the near-term
future to the extent that my foggy crystal ball will serve to do that.

I See table A-4, p. 164.
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We need a crystal ball even for the near past because we don't have
full data on the first quarter as yet.

With me, incidentally, is Theodore Torda, senior economist in my
office in the Commerce Department, who, I'm sure, can answer any
questions that I don't have the answers for on the tip of my tongue.

Preliminary estimates of gross national product and its components
for the first quarter will not be available until April 20, which is
2 weeks from next Monday. My comments today reflect my own assess-
ment of the first quarter based upon limited data that are presently
available.

The first quarter's GNP expressed in constant dollars appears to
have risen at an annual rate of more than 5 percent. This estimate is
based almost entirely on an estimated increase in final sales. Liquida-
tion of business inventories was assumed to have continued about the
fourth quarter's pace, and I should mention that we don't have very
complete data on inventories at this stage. I will come back to what
we do have in a few minutes.

During the second half of 1980 a reduction in inventories detracted
about 1 percentage point from the annual rate of growth in real GNP.
Real final sales recovered at an annual rate of 4.2 percent during the
last two quarters of 1980. While this is a relatively restrained pace for
an initial recovery from recession, it appears to have continued or
even to have accelerated slightly in the first quarter of 1981. If in-
ventory liquidation turns out to be less than it was late last year, this
would add to GNP in the first quarter.

I should emphasize that much of the first quarter's growth reflects
the upward momentum during last year's fourth quarter, and its con-
tinuation into January. That is, the level of total output in January
already was well above the average of the fourth quarter. Some soften-
ing in the tenor of economic activity during February and even a
decline in March still could leave the first-quarter average considerably
above that of the previous period. Now, based upon today's employ-
ment data, I would not expect a decline to set in, in March, as some
of our other measures of activity during March are related to some
extent to the employment data.

Some of the strength in January's economic performance was due to
the relatively mild weather in most parts of the Nation during that
month. Since January, there have been some signs of slower increases
in the output of certain major sectors, and actual declines in others,
such as construction.

In my judgment, the immediate outlook is for a significant slow-
down in the economy's recent relatively rapid rate of growth with little
or no further expansion on balance for much of the rest of this year.
I would not rule out the possibility of one or maybe even two quarters
of moderate decline in real GNP during that period. Slower growth or
some decline in real consumer spending and a marked decline in resi-
dential construction are likely to be the major restraining factors con-
tributing to the economic slowdown.

The personal savings rate has declined steadily since the end of the
recession and was at a very low level in the first quarter. Substantial
further declines from this level seem unlikely. Personal income is ex-
pected to grow more slowly than it did during the earlier phase of the
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recovery and consumers' spendable income is being eroded even fromthat base in addition by price increases and by the rising tax burden.The housing industry, after defying many predictions of weakness
since last summer, finally now appears to be flagging seriously underthe impacts of high interest rates and reduced flows of funds intothrift institutions.

Real residential construction expenditures probably will begin todecline in the second quarter following the recent plunge in housing
starts, and they can be expected to continue to drop in the third quar-
ter I should suppose. On the other hand, some factors sustaining eco-nomic growth may help to offset these potential sources of restraint.
The lean inventory situation would seem to preclude the need for anysevere inventory liquidation in the near future even if, as I expect,real final sales grow more slowly or decline.

This is a major stabilizing factor in the current economic picture,
and suggests that a sharp decline in GNP in the second quarter isunlikely. A sustained recovery in capital spending, as indicated byrecent spending plans of business reported by the Bureau of Economic
Analysis, also would lend some support to the economy during theremainder of the year.

Now, let me briefly review the behavior of major economic sectorsduring the first quarter.
Total consumer spending in constant dollars appears to have risenalmost as rapidly as in the fourth quarter, and accounted for

almost three-fourths of the overall gain in real GNP in the firstquarter. Nearly half of the rise in first quarter's consumer purchasescame in motor vehicles and parts and in furniture and equipment.
It should be emphasized that the gains in real outlays for consumerdurable goods in the fourth and first quarters were at annual rates
in excess of 20 percent, clearly an unsustainable rate of increase.
Growth in consumer purchases of nondurable goods continued at afairly brisk pace in the first quarter despite no significant increase inthe real consumption of oil products, while real purchases of servicesshowed only a small increase, partly because of reduced consumption
of electricity and natural gas for home heating because of the weather
in February and March or January and March.

The personal savings rate has declined about 2 percentage points
since the second quarter of 1980. That is a precipitous drop and halfof that drop seems to have occurred during the latest quarter. Realbusiness fixed investment continued to recover in the first quarter.
Business purchases of motor vehicles posted a strong gain, while out-lays for other types of producers' durnble equipment and nonresiden-tial structures rose at moderate rates. The Bureau of Economic Anal-
vsis reported last month that business managers intend to increase fixed
investment at a gradually accelerating rate in the second half of thisyear.

Real residential construction outlays mav have risen moderately in
the first quarter. Multifamily buildinf showed a relatively stronggain, reflecting the large rise in starts in this category from Septem-
ber to January. Other types of residential construction expenditures,
including single family homebuilding and brokers' commissions on the
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sale of homes, may have leveled off or declined a bit during this
period.

And now turning to inventories. Real business inventories, according
to fragmentary data, may have declined in the first quarter. We know
definitely that a significant reduction in retail automotive stocks oc-
curred in January and February, and it almost certainly continued
during March. This has reduced retail auto inventories, incidentally,
to a very low level by historical comparisons. In the fourth quarter
things have been largely the other way around. Auto stocks had risen
while other inventories were reduced substantially. I am assuming in
this forecast that nonautomotive inventories changed little in the
first quarter although this component is very hazardous to forecast.
At the end of 1980, the ratio of real nonfarm inventories to final busi-
ness sales had declined to the lowest level since early 1973. That lean
inventory to sales ratio appears to have been maintained or perhaps
reduced even further in early 1981. As as I say, this is an element of
reassurance in the economic picture against a precipitous weakening r.

The price deflator for personal consumption expenditures is likely
to have risen at an annual rate of 9 percent in the first quarter. An
accelerated rise in consumer energy prices more than offset the mod-
erating effects of a slower rise in food prices. Apart fromn food and
energy, the rise in consumer prices seems to have slowed a bit.

I have limited my statement primarily to what we believe at the
moment about recent developments in the national income and product
accounts. I would remind you in closing that quarterly averages may
disguise what is going on within the quarter. In the first quarter of
1980, for example, we had a respectable rate of growth in real GNP,
yet a recession was underway well before the end of that quarter. Now,
that comment sounds a little more ominous than I wanted to make it.
I don't believe that developments during the first quarter of 1981 Wvere
comparable to those during 1980, but the economy probably ended the
quarter with somewhat less momentum than it began wish.

With that we would be pleased to try to respond to your questions.
Thank you very much.

[The prepared statement of BIr. Cox follows:]

PREPARED STATEMENT OF WILLIAm A. Cox

I am pleased to be here this morning to discuss the performance of the econ-
omy in the first quarter. Preliminary estimates of Gross National Product (GNP)
and its components will not be available until April 20. My comments today reflect
my own assessment of the first quarter based on limited data that are presently
available.

First quarter's GNP, expressed in constant dollars, appears to have risen at an
annual rate of more than 5 percent. This estimate is based almost entirely on an
estimated increase in final sales. Liquidation of business inventories was assumed
to have continued at about the fourth quarter's pace.

During the second half of 1980, a reduction in inventories detracted about one
percentage point from the annual rate of growth in real GNP. Real final sales
recovered at an annual rate of 4.2 percent during the last two quarters of 1980.
While this Is a relatively restrained pace for an initial recovery from recession,
it appears to have continued or even have accelerated slightly in the first quarter
of 1981. If inventory liquidation was less than it was late last year, this would
add to GNP in the first quarter.

I should emphasize that much of the first quarter's growth reflected the up-
ward momentum during last year's fourth quarter, which continued into January.
That is, the level of total output in January already was well above the average
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of the fourth quarter. Some softening in the tenor of economic activity during
February and even a decline in March still could leave the first-quarter average
considerably above that of the previous period. Some of the strength in January's
economic performance was due to relatively mild weather in most parts of the
Nation. Since January, there have been signs of slower increases in the output
of certain major sectors and actual declines in others.

In my judgment, the immediate outlook is for a significant slowdown from the
economy's recent rate of growth with little or no further expansion on balance
for much of the rest of this year. I would not rule out the possibility of one or
even two quarters of moderate decline in real GNP during the near term. Slower
growth or some decline in real consumer spending and a marked decline in resi-
dential construction are likely to be major restraining factors contributing to the
economic slowdown.

The personal saving rate has declined steadily since the end of the recession
and was at a very low level in the first quarter; substantial further declines from
this level seem unlikely. Personal income is expected to grow more slowly than
it did during the earlier phase of the recovery, and consumers' spendable income
is being eroded in addition by price increases and a rising tax burden. The hous-
ing industry, after defying many predictions of weakness since last summer,
finally appears to be flagging seriously under the impacts of high interest rates
and reduced flows of funds into thrift institutions. Real residential construction
expenditures probably will begin to decline in the second quarter following the
recent plunge in housing starts.

On the other hand, some factors sustaining economic growth may help to offset
potential sources of restraint. The lean inventory situation would seem to pre-
clude the need for any severe inventory liquidation in the near term even if, as I
expect, real final sales grow more slowly or decline. This is a major stabilizing
factor in the current picture and suggests that a sharp decline in GNP in the
second quarter may be unlikely. A sustained recovery in capital spending, based
on recent spending plans of business, also would lend support to the economy
during the remainder of the year.

I would like to discuss briefly the behavior of major economic sectors in the
first quarter.

Total consumer spending, in constant dollars, appears to have risen almost as
rapidly as in the fourth quarter and accounted for about three-fourths of the
overall gain in real GNP. Nearly half of the rise in first quarter's consumer pur-
chases came in motor vehicles and parts and in furniture and equipment. It
should be emphasized that the gains in real outlays for consumer durable goods
in the fourth Ind. first quarters were at annual rates in excess of 20 percent,
clearly an unsustainable rate of increase. Growth in consumer purchases of non-
durable goods continued at a fairly brisk pace in the first quarter, despite-no
significant increase in real consumption of oil products, while real purchases of
services showed only a small increase, partly because of reduced consumption of
electricity and natural gas for home heating. The personal saving rate has de-
clined about 2 percentage points since the second quarter of 1980, and half of that
drop seems to have occurred in the last quarter.

Real business fixed investment continued to recover in the first quarter. Busi-
ness purchases of motor vehicles posted a strong gain, while outlays for- other
types of producers' durable equipment and nonresidential structures rose at
moderate rates. The overall increase in first quarter's capital spending appears
to be in line with business plans for new plant and equipment expenditures, as
reported by the Bureau of Economic Analysis last month. The Bureau reported
that business managers intend to increase fixed investment at a gradually ac-
celerating rate in the second half of this year.

Real residential construction outlays may have risen moderately in the first
quarter. Multi-family building showed a relatively strong gain, reflecting the
large rise in starts in this category from September to January. Other types of
residential construction expenditures, including single family homebuilding and
brokers' commissions on the sale of homes, may have leveled off or declined a bit.

Real business inventories, according to fragmentary data, may have declined
in the first quarter. We knowv definitely that a significant reduction in retail
automotive stocks occurred in January and February, and it almost certainly
continued in MWarch. In the fourth quarter, auto stocks had risen while other
inventories were reduced substantially. I am assuming that nonautomotive in-
ventories changed little in the first quarter, although only about half of the
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quarter's data are in, and this component is very hazardous to forecast. At the
end of 1980, the ratio of real noafarm inventories to final business sales had
declined to the lowest level since early 1973. That lean inventory-sales ratio
appears to have been maintained or reduced even further in early 1981.

Net exports of goods and services, in constant dollars, probably changed lit-
tle from the fourth quarter to the first. Federal Government purchases, in con-
stant dollars, increased somewhat in the first quarter. Most of the increase was
due to grain purchases by the Commodity Credit Corporation. State and local
government purchases appear to have held roughly steady.

Among other major economic developments in the first quarter, growth of real
disposable personal income slowed to an annual rate of about 1 percent, accord-
ing to our advance projection, following a 31/2 percent rate of increase during
the second half of 1980. The deceleration was due partly to higher social security
taxes imposed in January. The price deflator for personal consumption expendi-
tures is likely to have risen at an annual rate of about 9 percent. An accelerated
rise in consumer energy prices more than offset the moderating effect of a s owver
rise in food prices. Apart from food and energy, the rise in consumer prices slowed
a bit.

I have limited my statement to the Committee primarily to what we believe
at the moment about recent developments in the National Income and Product
Accounts. I would like to remind you in closing that quarterly averages may dis-
guise trends within the quarter. In the first quarter of 1980, for instance, we had
a respectable rate of growth in real GNP, yet a recession wvas under way well
before the quarter ended. I do not believe that developments during tile first
quarter of 1981 were comparable to that earlier period, but the economy prob-
ably ended the quarter with less momentum than at the start. I would be pleased
to answer any questions.

Representative REUSS. Well, I want to congratulate you, Mr. Cox,
on an extraordinarily helpful and dispassionate analysis of where we
are. I am struck by your saying that it looks as if there's going to
be a slowdown ahead and that it is possible that we are. actually going
to have one, or even two, quarters of decline in real GNP, and that
is a distinct possibility for the rest of 1981. You also, at other points
in your prepared statement, point out cheerier signs. But you certainly
are only doing your duty when you point out that real disposable in-
come, which advanced at the rate of 31/2 percent during the second
half of last year, got a very severe wound on January 1. That was
when Congress, in its unwisdom, upped-and the word is mine, not
yours-the payroll tax on every worker and thus is largely respon-
sible for reducing his real disposable personal income to a rate of less
than a third of what it was last year. In other words, about 1 percent
instead of 31/2 percent.

Suppose that that which you fear comes true and that there are,
in the rest of this year, a couple of quarters of actual decline in real
GNP, brought about by a decline in real consumer spending: What
effect would you expect that to have on unemployment in this country
taking into account, of course, all of the other factors of which you
are aware, the elimination of CETA, for example, and other elements
of the President's progrram. What is the likely urteimployinenlt figure
by the end of this year? It is 7.3 percent now.

Mr. Cox. Mr. Chairman, the new administration's forecast which
was published a month, or a little more than a month ago, included the
possibility of a quarter, possibly two quarters, of stagnation or rela-
tively limited decline in GNP, and that forecast contained a projection
of unemployment for the fourth quarter of this year of 7.7 percent,
which comprises a significant increase f rom today's levels.
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Representative REUSS. That's almost half a million men and women
who would otherwise have jobs who would be thrown out of work
through these inexorable economic forces.

Mr. Cox. A little less than half a million, right.
Representative REUSS. We are also aware of the administration's

tax cut plans which include a tax cut of about $9 billion for the re-
mainder of fiscal 1981 and then a further reduction for fiscal 1982 of
around $55 billion. Then when you get out to 1984, I believe, the rev-
enue reduction is on the order of roughly $145 billion. That is the view
of the administration, and it is the view of Senate and House Repub-
licans quite generally, and even Democrats envisage a very consider-
able tax cut. From what one reads about what one Mr. Rostenkowski
says, he may not go along with the $54 billion Reagan tax cut for fiscal
1982, but he would go along with a $30 or $35 billion cut. My point is
simply that there will be tax cuts.

I now come to my point. If we are going to have these tax cuts hoped
for by the administration and others by midyear, with the inevitable
congressional process that will result from the administration and the
congressional Democrats apparently being so far apart, it might take
somewhat longer than midyear. But since there will be a tax cut
ultimately, why not have one now? If it is done at all, why not do it
quickly in order to forestall some of the tragic human effects on these
almost half a million people who otherwise will be jobless.

If we let things go on as they are, these people are likely to be
thrown out of a job. For example, it would be very, very easy for the
administration and the House Democrats to agree tomorrow on a quick
phase I tax cut which offset, let's say, the $16 billion tax increase of the
payroll tax, which seems to be the cause of the trouble which has just
been presented us, and another $8 or $9 billion of business-oriented
supply side liberalized depreciation tax cuts. That could be passed
very fast, with the much more difficult question of Kemp-Roth, et
cetera, left to some future date. Such a tax cut, in my judgment, if the
principals agreed, could be passed in a matter of days and the with-
holding tax brackets could reflect it in a matter of weeks. Since some-
thing like that is going to happen anyway-since in the enormous ad-
ministration tax cuts the equivalent of these few little reductions given
to moderate income people would be absolutely lost-wouldn't it be a
good idea to act right now?

Wouldn't that action save the jobs of men and women who were
otherwise going to lose their jobs?. Just to make it specific, suppose we
all came to our senses and climbed down off our high horses and pre-
sented the Nation on April 15 with a Presidentially signed modest tax
reduction measure on the order of $25 billion as I outlined, effective
immediately.

Wouldn't that inevitably repair the very deficit in consumer spend-
ing which, as you say, Congress and the administration imposed on
consumers on January 1, and, by undoing the harm we have done, save
those jobs?

Mr. Cox. Well, Mr. Chairman, consumer spending has been remark-
ably strong. Even since January 1 it has been remarkably strong, and
throughout the last several years it has quite consistently surprised
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most of the experts. I, of course, am not an official with responsibilities
for tax policy at the present time, so I'm a little bit circumspect about
commenting too extensively on the specifies of a tax proposal. I think
it does have to be brought into this consideration, however, that we
have a continuing inflation problem which has gotten progressively
worse for many years now, and many people including me feel that we
must roll that back.

I think there is a chance to bring inflation under control more effec-
tively than we have in the past. It is my personal hunch that we will
not have further massive manifold increases in oil prices in the future
that we have seen in the past, or at least that there is a better chance
that this will not take place in the 1980's, and that has bedeviled our
efforts to control or reduce the rate of inflation during the seventies.
I think another very encouraging factor is the general popular con-
sensus at this stage, reflected also in the Congress, that now is the time
when we absolutely must take effective action to control this problem,
and I think the administration's tax package is put together certainly
with that mind and, of course, the intentions of the Federal Reserve
are likewise based heavily on that urgent necessity.

I would say, nonetheless, that I certainly believe we need a tax cut.
I think whether we get it in less than 2 weeks, by April 15, which would
be a miracle, or whether we get it a couple of months later, is not a mat-
ter of enormous moment in moving the economy on its long-term
future course. But I do think that a tax cut during this year is neces-
sary for the reasons you have suggested, and I am glad to see that a
consensus exists.

Representative REUSS. I wasn't talking in the long term, nor was I
trying to express a judgment as to whether a tax cut makes any sense
now, in our inflationary world.

I take it as given, though, that since the administration is hot and
heavy on an enormous tax cut, and since the Democrats-while not
actually trying to outdo the Republicans-are a pretty good pale imi-
tation, we are going to have a tax cut. You are thus going to have to
swallow whatever doubts you may have about whether a tax cut of
those dimensions is really a good way to fight inflation. But, putting
that to one side and being a good soldier, and saying that, yes, we're
going to have a tax cut, then we come to my question, which is:

Why, instead of the long, drawn out process that now looms with
the administration saying that it is going to veto a Democratic tax
bill-or at least that it won't pronounce on whether it's going to veto
it until it sees it-and with the inevitable knock-down/drag-out fight
that is going to occur under the present scenario, I would have thought
that it might be possible to reach some sort of a quick compromise on a
tax cut which-whatever inflationary factors it might have-at least
would make contact with the grave human problem you're talking
about of half a million men and women being thrown out of the jobs
in a few months as a result of increased taxes through the payroll tax.

Can't we undo, in effect, the crime we have committed, and thus
prevent this unemployment? Can't you rev up the consumer purchas-
ing power, which has fallen in this past quarter to less than one-third
of what it was-and I am talking about disposable income, less than
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demand-side gap in a modest way?

I'm sure that if the President asked Congress for that tomorrow,
it could be passed, and the bill could be signed, and the withholding
brackets could begin to bite by April 15.

I have no doubt whatever. I have seen what happened to the Ken-
nedy program after the martyrdom of President Kennedy, and these
things have electric effects on Congress.

So, let's just assume that could be done. If the cause of our oncoming
short-term unemployment troubles this year is a shortfall of consumer
spending power induced by an act of Congress, the payroll tax in-
crease, why don't we-by some appropriate income tax reduction
method-repair that grievous sin we have committed, and thus save
the men and women from being fired?

That is my question.
Mr. Cox. Well, Mr. Chairman, I would simply point out that con-

sumer spending during the first quarter grew by a good deal more
than 5-at an annual rate of a good deal more than 5 percent.

We don't know what it will do in the near future. It looks as though
the conditions for further growth of consumer spending are weak,
but that weakness has not shown up yet.

Another element of the weakness in the economy is the residential
construction sector, which is being depressed, heavily depressed, by
interest rates which reflect inflation rates. To the extent that we ag-
gravate expectations about future inflation, I think the residential
construction sector, which is the most cyclically sensitive sector in
the GNP accounts, is likely to suffer more, not less.

So I think those factors have to be borne in mind. Nonetheless, I
will agree with you that, shall we say, an early tax cut would be a
good thing, and I surmise that an early tax cut would be hard to
stamp out, in fact, much before July 1, or the start of the new
fiscal year. But I would agree that an early tax cut would be a good
thing.

Representative Rnuss. My difficulty with your position of a moment
ago-that consumer spending might not be all that bad and that we
all have been surprised before by how much of a boost it can be-is
that it could not work out as you suggest. It may well. But, if that is
so, it seems to me we surely need in this country an incomes policy,
and we surely need a balanced budget, because that spells the re-
awakening of real inflationary pressures.

I think the difficulty of our dialog is that I am not sure that you
really accept the notion of an overall big tax cut. An overall big tax
cut has inflationary consequences, and it would seem to me to have more
inflationary consequence than a little tax cut, which is what I am
talking about.

But anyway, it has been a pleasure to fence with you about it.
Let me now turn to defense spending, in which the administration's

budget provides for sharp increases in defense outlays. It could raise
total Government purchases bv as much as 13 or 14 percent this year.
In addition, it is calling for about 13 percent real growth in defense
expenditures in 1982.
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Can you tell us what some of the consequences of these increased
military expenditures might be for various sectors of the economy?
Are there likely to be manpower shortages in certain sectors? Are
there likely to be material shortages, either, which would lead to in-
flationary consequences?

Mr. Cox. Mr. Chairman, that is a very interesting question. I would
respond by saying that in terms of the increases you mentioned for
this year, and next year, I would not expect widespread bottlenecks
to appear in the defense industries.

Over the longer term of the programed increase defense procure-
ments, I think that question has to be studied very carefully. I might
mention, by way of information, that the Bureau of Industrial Eco-
nomics in the Department of Commerce, which is under the Chief
Economist's office there, has a fairly ambitious study in progress. I
think we have been in touch with members of your staff on this project,
which will prepare us to answer those questions in some detail in the
not-too-distant future.

Representative REUss. Recently, the national income accounts data
were revised, and there were thus produced substantially higher figures
than we all had assumed on business fixed investment.

What is the current percentage of business fixed investment as a
percentage of GNP, both before the revision and after the revision?

Mr. Cox. Chairman Reuss, I don't have the precise numbers under
my nose here. But it is my belief, from having looked at those figures
a few weeks ago, that the revisions increased the fraction of GNP going
to business fixed investment from perhaps about 10 percent to about
11 percent. And I might consult my colleague on my left-

Representative REuss. In other words, about a 10-percent increase?
Mr. Cox. In the share; that's right. There was somewhat more than

10-percent increase, I believe, in the fixed investment numbers for
recent years.

Representative REUSS. Is it possible that this upward revision of
the share of GNP going to fixed business investment can have a help-
ful effect on productivity?

Mr. Cox. Yes, a long term, somewhat attenuated effect, I would ex-
pect that it would have a helpful effect. I think it is a little difficult to
trace these effects statistically, and one wouldn't expect to see a rela-
tively moderate increase in this year's investment, which augments
an already standing capital stock, to have an immediately discernible
impact on productivity performance.

Representative REuss. Mr. Cox, we are very grateful to you for
your help this morning, and that of your associate. Thank you very
much. We now stand in adjournment.

[Whereupon, at 11:05 a.m., the committee adjourned, subject to
the call of the Chair.]
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CONGRESS OF T'E UNITED STATES,
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Washington, D.C.

The committee met, pursuant to notice, at 10:02 a.m., in room 2318,
Rayburn House Office Building, Hon. Henry S. Reuss (chairman of
the committee) presiding.

Present: Representative Reuss.
Also present: James K. Galbraith, executive director; and Mary E.

Eccles, William Keyes, and Mark R. Policinski, professional staff
members.

OPENING STATEMENT OF REPRESENTATIVE REuSS, CHAIRMAN

Representative REuSS. The Joint Economic Committee will be in
session for its inquiry into the employment situation in 1981.

We have Ms. Norwood, accompanied by her associates. We have
your Department of Labor release on the subject. And we would
appreciate it, Ms. Norwood, if you would proceed in your usual help-
ful way, perhaps introducing for the record your associates.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND JOHN E. BREGER, CHIEF,
DIVISION OF CURRENT EMPLOYMENT AND UNEMPLOYMENT
ANALYSIS

Ms. NORwOOD. Thank you, Mr. Chairman.
On my right is John Layng, Associate Commissioner for Prices and

Living Conditions. And on my left, Mr. Jack Bregger, who is in
charge of the Employment Statistics.

The April labor market indicators were quite similar to those in
March. Once again, the level of unemployment was unchanged, while
the two major employment series showed divergent developments.

The overall unemployment rate was 7.3 percent, the same as in
February and March. There was, however, some improvement in the
rate for certain categories of workers. For example, the jobless rate
for fulll-time workers and manufacturing workers edged down over
the month. The rate for married men also declined, but the rate for
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married women and for women who maintain families remained near
their highs of last summer.

The April results of the two surveys of employment were similar
to those in March. Payroll employment, as measured by the business
survey was little changed over the month, after allowing for the
effect of the labor dispute in the coal industry. The household survey,
on the other hand, showed continued strength.

As I have mentioned before, the two surveys often show disparate
monthly movements, but they tend to track together over the longer
term. Thus, since last summer, the increase registered by each survey
is in the neighborhood of 1.8 million.

Because the two surveys have shown somewhat different results for
the past 2 months, it might be useful to review some of the factors
which affect the trends in the two series differently. Employment, as
defined in the household survey, includes private household workers,
self-employed persons, unpaid family workers, and agricultural
workers, as well as the nonfarm wage and salary workers who are
covered in the establishment survey.

Persons with two or more jobs are counted only once in the household
series, but are counted by each employer in the payroll series. Persons
on unpaid leave from their jobs-whether on strike, vacation, or be-
cause of illness, or any other temporary reason-are counted as em-
ployed in the household survey but not in the payroll count.

Because these components do not always move in tandem, we should
not be surprised when the two surveys suggest differing movements,
particularly in the short run. This is sometimes exacerbated after
adjustment for seasonality.

I think that it is important to look at the results of both surveys
because they supplement each other, each providing information that
the other cannot supply. Demographic and family characteristics, for
example, can best be obtained from households, whereas detailed indus-
trial classifications are most accurately provided by omplovers.

The payroll survey registered a decline of 220,000 in April, 160,000
of which occurred as a result of the coal strike. Construction emplov-
ment was also down over the month, and is now close to the level of
1 year ago. In contrast, the number of manufacturing jobs continued
to rise in April. There was little change in the service-producing sector,
as a large decline in retail trade was nearly offset by increases else-
where, particularly in services.

The overall workweek has held about steady since February, while
factory hours have risen 0.3 hour over the same period, returning to
the level prevailing at the end of 1980.

PRICES

The producer price index for finished goods decelerated sharply
from March to April. Finished goods prices rose 0.8 percent in April,
following a 1.3-percent rise in March and increases of 0.7 to 0.8 percent
in both January and February. The April slowdown came primarily in
the energy area. The rate of increase in energy prices dropped to 1.6
percent in April from 6.1 percent in March, as price increases for
both gasoline and home heating oil slowed noticeably.
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Another moderating influence on the index was food prices, which
were unchanged in April, following an increase of 0.8 percent in
March.

In contrast to food and energy, producer prices of other finished
goods increased 1.0 percent in April-double the rate in March. Prices
of both consumer durable and nondurable goods, other than food and
energy, rose more in April than in March.

Passenger car prices moved up 1.4 percent following several months
of small price increases. In the nondurable area, producer prices in-
creased for a variety of items, particularly tobacco products, apparel,
books, plastic products, and prescription drugs. In addition, capital
*equipment prices continued to rise.

At the intermediate or semifinished stage of production, prices in
April rose at the same rate as in March, 1.1 percent. Although prices
of energy products used in the production process slowed markedly,
large price increases occurred for many industrial materials. Construc-
tion materials advanced 1.5 percent, the largest rise in over a year.

Prices moved up substantially for several items made from petro-
leum feedstocks, such as industrial chemicals and plastics. Prices also
rose for materials used in the manufacture of durable goods.

Prices of crude materials for further processing rose 1.5 percent ill
April, reversing last month's 1.3-percent drop. Prices of crude energy
items increased moderately for the second consecutive month, but
prices of other crude materials turned up following 4 months of steep
price declines. Crude foodstuffs rose 1.5 percent as prices of cattle, hogs,
wheat, and soybeans increased sharply. Prices of other crude materials
rose 3 percent after falling 11.5 percent from November through
March.

In summary, the labor market data for April released this morning
continue the trends apparent in March. During the first 4 months of
this year, the unemployment rate has remained stable, employment has
grown, and the labor force has increased.

Producer finished goods prices moderated in April. Although en-
ergy prices continued to rise, the April change was much lower than
the increases which occurred earlier in the year. As in the early months
of this year, April consumer food prices at the producer level contin-
ued to exert a moderating influence on the finished goods index. Pro-
ducer prices for finished nonfood and nonenergy goods accelerated in
April, however, as manufacturers withdrew rebate programs for car
and truck sales, and prices of other items rose.

Mr. Chairman, we would be glad to answer any questions you might
have.

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

x-11
X-11 ARIMA method method

Unad- (former Range
justed Con- official (cola.

Month and year rate Official current Stable Total Residual method) 2-7)

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

1980:
April -- 6.6 6.9 6.9 6.9 6.9 6.9 6.9
May -7.0 7.6 7.6 7.7 7.7 7.3 7.6 0.4
June ----------- 7. 8 7.5 7. 5 7. 4 7. 4 7.3 7.6 .3
July- -7.9 7.6 7.6 7.8 7.6 7.5 7.8 3August - ----------- 7.5 7.6 7.6 7.7 7.5 7.5 7.7 .2
September ------ 7.1 7.4 7.4 7.4 7.3 7.3 7.5 .2
October -- - - 7.1 7.6 7.6 7.6 7.5 7.5 7.6 .1
November -- 7.1 7.5 7. 5 7. 5 7. 5 7. 5 7.5
December -6.9 7.4 7. 4 7. 4 7.4 7. 4 7.3 .1

1981:
January -.------ _------ &2 7.4 7.5 7.4 7.5 7.6 7.4 .2
February -8--- .0 7.3 7.4 7.2 7.4 7.6 7.2 .4
March - 7.7 7.3 7. 4 7. 2 7.3 7. 7 7.2 .5
April - 7.0 7.3 7. 3 7. 3 7. 3 7. 3 7.3 ----------

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

ponents-agricultural em ployment, nonagricultural employment and unemployment-for 4 age-sex groups-males
and females ages 16-19 and 20 years and over-are seasonally adjusted independently using date from January 1967
forward. The data series for each of these 12 components are extended by a year at each end of the original series using
ARIMA (autoregreesive, integrated, moving average) models chosen specifically for each series. Each extended series
is then seasonally adjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and non-
agricultural employment components are adjusted with the additive adjustment model, while the other components are
adjusted with the multiplicative model. A prior adjustment for trend is applied to the extended series for adult male un-
employment before seasonal adjustment. The unemployment rate is computed by summing the 4 seasonally adjusted
unemployment components and calculating that total as a percent of the civilian labor force total derived by summing all
12 seasonally adjusted components. All the seasonally adjusted series are revised at the end or each year. Extrapolated
factors for January-June are computed at the beginning of each year: extraxolatel factors for July-December are com-
puted in the middleof the year!after the June data become available. Each set of 6-month factors is published in
advance, in the January and July issues, respectively, or "Employment and Earnings."

(3) Concurrent (X-11 ARIMA method).-The procedure for computation of the official rate using the 12 components is
followed except that extrapolated factors are not used at all. Each component is seasonally adjusted with the X-11 ARIMA
program each month as the most recent data become available. Rates for each month of the current year are shown as
first computed; they are revised only once each year, at the end of the year when data for the full year become available.
For example, the rate for January 1980 would be based, during 1980, on the adjustment of data from the period January
1967 through January 1989. Since the revision pattern and procedure for computation of the rate are identical to the official
procedure, the results of this method will be identical to the official rate at the end of each year when the most recent
observation Is December.

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

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

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

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

Methods of adjustment.-The X-11 ARIMA method was developed at Statistics Canada by the seasonal adjustment
and times series staff under the direction of Estela Bee Dagum. The method is described in the "X-11 ARIMA Seasonal
Adjustment Method," by Estela Bee Dagum. Statistics Canada Catalog No. 12-564E, February 1980.

The standard X-11 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).

Source: U.S. Department of Labor, Bureau of Labor Statistics, May 1981.
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THE EMPLOYMENT SITUATION: APRIL 1981

Unenployment remained unchanged in April, while for the second month in a row there were

contrasting movements in the two major employment series, the Bureau of labor Statistics of the

U.S. Department of Labor reported today. The Nation's unemployment rate was 7.3 percent, the

same as it was in both February and March.

The series on total employment--derived frem the monthly survey of households--shoved an

increase of 560,000 in April. In contrast, the series on nonfarm payroll eoployment--derived

frmi the monthly survey of establishments--declimed by 220,000 over the month, though most of

this drop resulted frem a strike in the miing industry.

Unemployment

Unemployment declined in line with seasonal expectations in April, and, after adjustment for

seasonality, both the nmmber of unemployed workers, 7.7 million, and the unemployment rate, 7.3

percent, were unchanged from their March levels. Indeed, both have been relatively stable since

December. In April, the overall Jobless rate and the rates for most of the major worker groups

were down semewhat frem their 1980 highs but remained well above pre-recession levels.

Unemployment rates for adult men (5.8 percent), adult wonen (6.6 percent), teenagers (19.1

percent), whites (6.5 percent), and black and other inrkers (13.2 percent) were all about

unchanged from March to April. In contrast, joblessness among married men (3.8 percent),

full-tine warkers (6.9 percent), Hispanics (9.1 percent), and workers in manufacturing (7.4

percent) were down over the month. The unemployment rate for factory workers has declined 2.4

percentage points since July. (SeB tables A-i, A-2, A-5, and A-9.)
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The number of job losers (persons on layoff and those pernanently separated from their jobs)

sas unchanged in April at 3.8 million and has hovered around that mark since the turn of the
year. The number of unemployed persons who left their last job voluntarily and the number who
becane unemployed as a result of entry into the labor market have also been little changed since
January. (See table A-7.)

Although the oumber of workers with very long-term unemployment (27 weeks or longer)
declined in April, the average (mean) duration of usemployment was about unchanged, at 13.7
weeks. However, the median duration of unemployment, which is little affected by changes in
very long-term joblessness, increased 0.7 week to 7.7 weeks. (See table A-6.)

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

*~~~~~~~ 1Qsarterly averages I Monthly data 1I
I I I

Category 1 1 1 1 Mar. -
1 1980 1 1981 1 1981 1 Apr.

II I I change1 I I IV1 I 1 Feb.I Mar.I Apr.IHOUSEHOLD DATA
Thousands of persomCivilian labor force .......... 4 2 7

1105731105,800115681116,1771106, 7221 545Total employment ......... 197,7181 97,2761 98,0121 97,9271 98,4121 98,9761 564Unemployment. 1 6,4991 7,8971 7,7881 
7
,

7
541 7,7641 7,7461 -18hot in labor force. 158,9991 59,9061 59,8201 59,9461 

5
9,5981 59,2191 -379Discouraged workers. 1 9491 1,0551 1,1151 N.A.1 N.A.1 N.A.1 N.A.

1 ~~~~Percest of labor forceUnemployment rates: 1 1 1
All wrkers . 6.21 7.51 7.4; 7.31 7.31 7.31 0AdMlt en. 1 

4
.81 6.31 6.01 6.01 5.91 5.81 -0.1Adult wo.en. 1 5.81 6.71 6.61 6.51 6.61 6.61 0Teenagers. 1 16.41 18.31 19.11 19.31 19.11 19.11 0White. 1 5.51 6.61 6.61 6.61 6.51 6.51 0Black and other. 1 11.81 14.11 13.21 13.11 13.71 13.21 -0.5Hispanic origin. 1 9.31 10.21 11.31 12.01 10.71 9.11 -1.6Full-time warkers..................I 5.81 7.31 7.11 7.11 7.11 6.91 -0.2

ESTABLISHMENT DATA
1 ~~~~Thousands of lobsHonfarm payroll employent .............. 91,120 

9 3 2
1

9
1,616p 

9
,

6
5291,74p91,494p -

2 2
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,
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3 5
.
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p; 35.31 35.
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The number of involuntary part-time workers who usually work full time decreased by 120,000

in April. (See table A-3.) At 1.5 million, they totaled nearly half a million leas than the

1980 high.

Total Employment and the labor Force

Total employm ent grew by 560,000 over the msnth (after adjustment for sea.onality) and

numbered 99.0 million is April. Aa in March, adult men were the biggest job gainers, but there

wore also advances among adult women and teenagers. Since April 1980, total employment has

advanced by 1.8 million, with over half of the increase attributable to adult women. Teenage

employment declined by 240,000 over the year. (See table A-i.)

The civilian labor force rose by nearly 550,000 in April. Gains were registered by all

three major worker groups. As in the case of employmest, adult women have accounted for most of

the labor force growth over the past year. The civilian labor force participation rate reached

an all-time high of 64.3 percent in April.

Industry Payroll Employment

Sonfarm payroll employment was 91.5 million in April, down 220,000 frem March, after

seasonal adjustment. Most of this decline, however, was accounted for by the coal miners'

strike. (See table B-1.) Prior to March, total payroll employment had increased for 7

consecutive months.

Construction jobs declined by 80,000 in April but wore still 100,000 above last July's

recession low. Manufacturing employment edged up over the month. While the number of factory

jobs has increased considerably since the July low, the April level was still below

pre-recession levels. Industries showing improvement over the month included fabricated metals,

electrical equipment, transportation equipment, and rubber and plastic products.

There was little employment change in the service-producing industries, aa a large decline

in retail trade was nearly offset by increases elsewhere in the sector, most notably in

services. Since April 1980, jobs in the service-producing industries have increased by 900,000.
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toure of Work

The average workweek of production or nonsupervisory workers on private nonagricultural

payrolls was unchanged from March at 35.3 hours. Loure in manufacturing were up a tenth of an

hour to 40.1 hours, returning to the Deceber level. Overtime in manufacturing, at 2.9 hours,

was alsn up 0.1 hour. (See table B-2.)

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

nonagricultural payrolls fell 0.3 percent to 126.0 (1967-100) in April. The manufacturing index
rose 0.6 percent over the month; it was 6.8 percent above last July's low. (See table B-5.)

Hourly and Weekly Earnings

Both average hourly and weekly earnings of production or nonsupervisory workers on private

nonagricultural payrolls increased 0.3 percent over the month (seasonally adjuated). Before

adjustment for seasonality, average hourly earnings edged up by 1 cent in April to $7.11, 58

cents above the year-earlier level. Average weekly earnings were $249.56, little different from

March but $21.01 higher than in April 1980.

The Hourly Earnings Inden

The Hourly Earnings Index--earnings adjusted for overtine in nanufarturing, seasonality, and
the effects of changes in the proportion of workers in high-wage and low-wage industries--was

269.2 (1967-100) in April, 0.3 percent higher than in March. The Index was 9.3 percent above

April a year ago. In dollars of constant purchasing power, the Index decreased 1.0 percent

during the 12-month period ended in March. (See table 8-4.)
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Chart 1. Civilian labor force and employment
(Seasonally adjusted)
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Chart 2. Unemployment rate--all civilian workers
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Chart 3. Civilian labor force participation rate
and total employment-population ratio
(Seasonally adjusted)
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Explanatory Note

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

The establishment survey provides the information on
the employment, hours, and earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. This information-
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
166,000 establishments!employing about 35 million
people.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Sampling variability
Statistics based on the household and establishment

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

standard error from the results of a complete census. At
the 90-percent level of confidence--the confidence limits
used by BLS in its analyses--the error for the monthly
change in total employment is on the order of plus or
minus 279,000; for total unemployment it is 194,000;.
and, for the overall unemployment rate, it is 0.19
percentage point. These figures do not mean that the
sample results are off by these magnitudes but, rather,
that the chances are 90 out of 100 that the "true" level
or rate would not be expected to differ from the
estimates by more than these amounts.

Sampling errors for monthly surveys are reduced
when the data are cumulated for several months, such

as quarterly or annually. Also, as a general rule,
the smaller the estimate, the larger the sampling
error. Therefore, relatively speaking, the estimate
of the size of the labor force is subject to less
error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the
jobless rate of adult men, for example, is much smaller
than is the error for the jobless rate of teenagers.
Specifically, the error on monthly change in the jobless
rate for men is .24 percentage point; for teenagers, it is

1.06 percentage points.
In the establishment survey, estimates for the 2 most

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

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

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

Employment and Earnings also provides approxima-
tions of the standard errors for the household survey
data published in this release. For unemployment and
other labor force categories, the standard errors appear
in tables B through J of its "Explanatory Notes."
Measures of the reliability of the data drawn from the
establishment survey and the actual amounts of revision
due to benchmark adjustments are provided in tables
M, P. Q, and R of that publication.
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Table A-2. Employment stetue of the population by race, ex, arid age
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Table A-3. Selected employment Indicators
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Table A.5. Major unemployment Indmltos., seasonally adjusted
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Table A-?. Reason for unemployment
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ESTABLISHMENT DATA
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ESTABLISHMENT DATA ESTABLISHMENT DATA
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PRODUCER PRICE INDEXES - APRIL 1981

The Producer Price Index for Finished Goods eoved up 0.8 percent on a seasonally
adjusted basis fr.. March to April, the Bureau of Labor Statistics of the U.S. Depsrtoent
of Labor reportead today. Although this was considerably less than the 1.3 percent sdvance
in March, I I sbout the saw as in both January and February. Prices for interoediate
materials climbed 1.1 percent for the fourth time in the last S months. Crude oaterial
prices advanced l.S percent, after falling 1.3 percent in the previous month. (See tsble A.)

Table A. Percent change. from preceding month in selected stage-of-processing
price indexes, seasonally sdjusted*

I I Finished goods | Intermediate goods . Crude goods

i I i I I T Foods I T Foodstuffsl
I Total IConsumer! Other I Total I and I Other I Total I and 1OtherI

I Month I I foods I | I feedsL/l I I feedstuffsi I

I I 1. I I_ I I I I . 1 I
IApr. 19801 0.8 | -1.3 | 1.5 1 0.31 -1.8 U 0.4 1 -1.871 -3.5 i 0.4 1
May .... ! .5 1 .41 .5 1 .6 1 4.8 1 .4 1 1.1 1 1.8 1I0
June .... I .8 1 .6 1 .9 1 .7 1 .5 I .8 1 .8 1 1.7 1 -.4 I

1July .... 1 1.71 3.71 1.1 1 .9 1 4.1 1 .7 1 5.3 1 7.5 12.41
|Aug . I 1.21 2.71 .7 1 1.0 1 6.0 ! .7 1 4.6 ! 6.1 I 2.4!
Sept .l .3 i .5S .2 j .5 1 .7 1 .5 ! 1.4 ! .7 12.31

10c .. I .9 1 .71 1.1 1 .8 1 5.2 1 .6 1.7! 1.5 11.91
INov. I .7 1 .3j .8 1 .9 | 1.5 .9 1 .1 ! .2 12.4
IDec . I .4rl Or I .4rl 1.1 I -5.6rl 1.6 1 -.8rl -2.6 I 1.8rI
I I I I I I I I I I I
[Jan. 19811 .7rl -. Iri 1.Orl 1.lrI -.5rl 1.2rl -1.8rl -1.1 I -2.8r1
Feb . I .8 1 -. 6 1 1.3 1 .4 1 -3.0 ! .6 1 2.9 1 -3.3 |Il.S |
Mar . I 1.3 ! .8 ! 1.4 ! 1.1 ! -2.6 1 1.3 1-1.3 ! -2.0 | -. 4 |
Apr . I .8 ! 0 I 1.0 ! 1.1 I .5 I 1.1| 1.5! 1.5 11.4 !

I I I 1 1, 1_1 I _I I_

j/ Intermediate materials for food manufacturing and feeds.
* Data for December 1980 have been revised to reflect the availability of late reports arld

corrections by respondents. For this reason, some of the figures shown: above and elsewhere
in this release may differ from those previously renorted.

r- revised.
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The deceleration in the Finished Goods Price Index fron the unusually high March
advance was caused primarily by a considerably slower increase In finished energy prices.
Another moderating influence was the consumer foods index, which showed no change
following a 0.8 percent rise in March. On the other hand, prices for finished goods other
than food and energy moved up 1.0 percent, twice as much as in March.

Before seasonal adjustment, the Producer Price Index for Finished Goods moved up
0.9 percent to 267.7 (1967-100). From April 1980 to April 1981, this index rose 10.6 per-
cent. The finished energy goods index climbed 21.0 percent over the year, the consumer foods
index increased 9.3 percent. the index for finished consumer goods other than food and
energy rose 8.4 percent, and capital equipment prices advanced 10.3 percent. The Producer
Price Index for intermediate goods rose 10.8 percent since April 1980, and crude material
prices were 17.1 percent higher than a year sgo.

Finished moods

Finished consumer toods. The Producer Price Index for finished consumer goods rose
0.8 percent, much slower than the 1.4 percent advance in March, but about the same as in
both January and February. Finished energy prices increased 1.6 percent, after advancing

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

Changes from preceding month, seasonally adjusted [Change in I
I I ~~~~~~~~~~~~~~~~finished I

I i I [Finished consumer goods excluding foodslgoods from I
I -I lCapital IFinishedl_ 12 months I
I Month IPinishedl equip- IconaumerI T ago I
I I goods ment I goods I Total I Durables I Nondurables I (uadj.) I

I_ _ _ i___i i_ i_ I _ _ __ I i___ _ I _ _i

IApr. 19801 0.8 I 1.6 1 0.5 I 1.4 r 0.3 ' 2.0 | 13.7
IMay .... | .5 1 .3 1 .5 1 .5 1 .1 1 .7 I 13.51
lJune .... 1 .8 1 .7 1 .9 1 1.0 1 1.5 1 .7 1 13.8 I
IJuly ....I 1.71 1.2 1.9 1.0 1.5 I .8 1 14.6 I
lAug. 1.2 11.01 1.21 .61 .8 I .5 I 14.8 I
ISept . .3 - .1 I .3 1 .2 I -.1 I .4 I 13.1

Oct . .9 1 1.7 1 .8 1 .8 1 1.5 I .4 I 13.1
INov. I .7 1 .6 1 .7 1 .9 1 .5 1 1.2 | 12.41
IDec. I .4r 1 .4 1 .3r I .4r I -.2r I .9r I 11.8r I
I I I I I I III
IJan 19811 .7r I .9r I .7r I 1'.Ir I -.2r I 1.6r I 10.8 i
IFeb . I .8 1 1.1 I .8. 1 1.3 1 .5 1 1.8 I 10.4 I
IMar . 1.3 1 .7 1 1.4 1 1.6 1 .1 1 2.4 1 10.5 1

Apr. I .8 1 .9 1 .8 1 1.1 1 .7 1 1.2 I 10.6 1
I I I I I .I I

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

r- revised.
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6.1 percent in March. Prices for gasoline rose 1.3 percent in April, compared with 7.5 per-
cent in the previous month; hown heating oil prices increased 1.7 percent, compared
with 9.0 percent in March. On the other hand, natural gas prices rose more rapidly in
April (2.0 percent) than in March (1.3 percent). Price increases for finished lubricants
also accelerated.

The index for consumer finished foods was unchanged from March to April, as large
increases for some itens were offset by declines for other foods. The largest increases
occurred for eggs, pork, bakery products, fresh fruits, and orange juice. The largest
declines were for fresh and dried vegetables, processed poultry, refined sugar, roasted
coffee, milled rice, and whole black pepper. beef prices also fell but much less than in
any of the 3. preceding months.

The index for finished consumer goods other than foods and energy rose 0.9 percent,
compared with 0.4 percent in March. Prices rose 1.4 percent for passenger cars, after a
0.3 percent increase in the previous mouth. Tobacco product prices climbed 5.1 percent,
following a year of generally small increases. Prices also rose more than in March for
apparel, books, and alcoholic beverages. Gold jewelry prices were unchanged after falling
rapidly for several months.

Capital equipment. The Producer Price Index for capital equipment moved up
0.9 percent in April, following a 0.7 percent rise in March. Motor truck prices rose nearly
2 percent, considerably more than in the previous month. Prices were also higher for most
other capital goods; some of the largest increases included food industry machinery,
construction machinery, agricultural machinery, oilfield machinery, office and store
machines, and generators.

Intermediate materials

The Producer Price Index for Intermediate Materials, Supplies, and Components
advanced 1.1 percent in April on a seasonally adjusted basis, the sawe as in March.
Although energy price increases slowed markedly, large upward movements occurred for many
industrial materials, partly reflecting the pass-through of the surge in petroleum prices
which took place earlier in the-year.

The index for intermediate materials less foods and energy rose 1.0 percent, more
than in any of the 3 preceding months. The construction materials index advanced
1.5 percent, the largest Jump in over a year. Large increases were registered for such
oil-based products as bituminous paving materials and asphalt roofing. In addition, price
increases accelerated for plywood and fabricated structural metal products. Prices turned
up after declining in March for softwood lumber, plumbing fixtures and brass fittings, and
building paper and board.

The nondurable manufacturing materials index increased 1.0 percent, following rises
of 0.7 percent in both February and March. Prices moved up substantially for several
goods made from petroleum feedstocks, including industrial chemicals, plastic resins,
synthetic fibers, and synthetic rubber. Advances also occurred for rosin, nitrogenates,
paint materials, leather, and inedible fats and oils.

The index for durable manufacturing materials registered a 1.2 percent increase;
this index had shown very little net change over the previous 5 months. Prices were
higher for flat glass, lead, and zinc; in addition, copper, gold, and jewelers' material
prices were virtually unchanged after declining for several months. Prices for tin and
silver continued to drop, but not as much as in most other recent months.
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Among manufacturing components, prices rose for diesel engines, electric motors, and
mechanical power transmission equipment. Within other categories of intermediate goods,
there were large increases for unsupported plastic filn, paper boxes and containers, glass
containers, cutting tools; tractor parts, and explosives. In contrast, prices declined
for metal containers, pesticides, and laminated plastic sheets.

The intermediate energy index moved up 1.6 percent, following a 4.3 percent surge in
the previous month. Increases slowed considerably, for diesel fuel and kerosene, and
prices for residual fuel decreased slightly. On the other hand, commercial jet fuel
prices rose nearly as much as in March, and the index for electric power turned up
following a small decline the month before. Prices also increased for liquefied petroleum
gas and lubricating oil materials.

The index for intermediate foods and feeds moved up 0.5 percent, after declining
during each of the previous 4 months. Prices were substantially higher for feeds, flour,
honey, and crude and refined vegetable oils. These increases were largely offset by
sharply lower prices for refined sugar used in food manufacturing. Prices for corn syrup
and animal fats and oils also decreased.

Crude materials

The Producer Price Index for Crude Materials for Further Processing rose 1.5 percent
in April on a seasonally adjusted basis, after falling 1.3 percent in March. Although
energy prices rose less than I percent for the second consecutive month, prices turned up
for other crude materials following 4 months of steep declines.

The index for crude foodstuffs and feedstuffs rose 1.5 percent; during the 4 months
ended in March, in contrast, this index had registered an average monthly decline of
2.3 percent. An upturn in prices of cattle and hogs following several months of falling
prices caused much of this turnaround. Prices for wheat and soybeans also turned up
dramatically after falling markedly in February and March. Cocoa bean prices moved up
substantially for the fourth consecutive month after decreasing steeply during most of
1980. On the other hand, raw cane sugar prices fell more than 12 percent for the third
consecutive month, and live poultry prices declined even more than in the 3 preceding months.

After decreasing an average of 3.8 percent each month in the first quarter, the
index for crude nonfood materials less energy increased 3.0 percent in April. Price
increases accelerated for iron and steel scrap and raw cotton, both of which had fallen
rapidly in January and February. On the other hand, prices for crude natural rubber moved down
sharply for the fifth consecutive month. Prices for nonferrous scrap and wastepaper also fell
but considerably less-than in most other recent months.

The crude energy materials index rose 0.6 percent, following a 0.3 percent increase
in March. Natural gas prices rose somewhat more than in other recent months. Coal prices
continued to rise slowly, and crude petroleum prices were unchanged for the second
consecutive month after a substantial advance in February.

Producer Price Indexes Will Shift to New BSae Next Year

<Beginning with the release of January 1982 data in February 1982, most Producer
Price Indexes will shift to a new base year. All indexes currently expressed on a base of
1967-100, or any other base through December 1976, will be rebased to 1977-100. Only
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indexes with a base later than December 1976 will keep their current base. Rebasing of
PPI data is part of a comprehensive rebasing of indexes published by the Federal
Government. (See Technical Note, "Federal agencies updating base year of indexes to
1977,- in the February 1981 issue of Monthly Labor Review.) The last previous rebasing of
PPI data occurred in January 1971, when the current 1967 base was substituted for the
former 1957-59 base.

Historical data for each PFI series on the new base will be available from .LS on
request.

To convert Any continuous index series on the 1967 base to a new continuous series
on the 1977 base, divide each index value on the former base by the index value for the
new base period And multiply by 100. For example, the August 1980 index for steel mill
products was 301.0 (1967-100). To convert that index to A base of 1977-100, divide 301.0
by the 1977 annual average for steel mill products on A 1967-100 base, which was 229.9.
The August 1980 index for steel mill products on a base of 1977-100 thus becomes:

(301.0/229.9) x 100 - 130.9

Rebasing an Index does not affect the calculation of percent changes over time,
except for possible rounding differences, so long as all calculations are performed with
indexes expressed on the same base. Long-term business contracts with escalation clauses
which make changes in selling or buying prices dependent on percent changes in specified
PPI series should, therefore, not be substantively affected by the rebasing next year.
However, contracts with escalation clauses which make price changes dependent on changes
In index points may be greatly affected by rebasing. (See -Escalation and Producer Price
Indexes: A Guide for Contracting Parties,' ELS Report 570, available on request.)
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received in primary markets of the United States
by producers of commodities in all stages of processing.
These data were previously presented as the Wholesale Price
Index. The name "Producer Price Indexes" is now being
used to reflect more accurately the coverage of the data.
The sample used for calculating these indexes continues to
contain nearly 2,800 commodities and about 10,000
quotations selected to represent the movement of prices
of all commodities produced in the manufacturing, agricul-
ture, forestry, fishing, mining, gas and electricity, and
public utilities sectors. The universe includes all com-
modities produced or imported for sale in commercial
transactions in primary muskets 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 sermifinished goods,
and crude materials). The commodity structure organizes
products by similarity of end-use or material composition.

Finished goods are commodities that will not undergo
further processing and use ready for sale to the ultimate
user, either an individual consumer or a business firm.
Capital equipment (formerly 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 pur-
chased by retailers and used by consumers. Consumer foods
include unprocessed foods such as eggs and fresh vegetables,
as well as processed foods such as bakery products and
meats. Other finished consumer goods include durables
such as automobiles, household furniture, and jewelry,
and nondurables such as apparel and gasoline.

Intermediate materials, supplies, and corrponents 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.

Crude mateerias for further processing include products
entering the market for the first time which have not been
manufactured or fabricated but will be processed before
becoming firished 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.
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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 grouptng 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 then 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 Price Index would reflect the
steel sheet price change, and the Crude Materials Price

Index would reflect the rise in the price of steel scrap.

To the extent possible, prices used in calculating
Producer Price Indexes apply to the first sigsiftcant coum-

mercial transaction in the United States, from the produc.

tion or central marketing point. Price data are generally

collected monthly, primarily by mail questionnaire. 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. Mest prices are obtained directly from pro-

ducing companies on a voluntary and confidential basis,
but some prices are taken from trade publications or
from other Govemment 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 measures price changes from a reference
period which equals 100.0 (usually 1967, as designated by

the Office of Management and Budget). An increase of 85
percent from the reference period in the Finished Goods
Price Index, for example, is shown as 185.0. This change
can also be expressed in dollars, as follows: "The price
of a representative sample of finished goods sold in

primary markets in the United States has risen from $100
in 1967 to S185."

A Note about Calculating
Index Changes

Movements of price indexes from one month to another
are usually expressed as percent changes rather than changes
in index points because index point changes are affected
by the level of the index in relation to its base period,
while percent changes are not. The following example

illustrates the computation of index point and percent

changes. (See box.)
Percent changes for 3-month and 6-month periods am

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.

I Ind- PoinrM Chancl

A Note on Seasonally
Adjusted Data

Because price data are used for different purposes by

different groups, the Bureau of Labor Statistics publishes
seasonally adjusted as well as unadjusted changes each

month.
For analyzing general price trends in the economy,

seasonally adjusted data usually are preferred because
they eliminate the effect of changes that normally occur

at about the same time and in about the some 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 ae
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

estate leases.

Finished Goods Price Inde
toss previnus index
equas Index peiat change

1855.5
184.5

1.8

Index point change 1.0
divided by the previous inden 184.5
equ nts 8.885
reslt muttiplied by Is00 0l005 K 100

squats index percent change 0.5
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Table 1. Producer price Indexes and percent changes by stage of processing
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Table 2. Producer price- Indexes and percent changes for selected commodity groupings
by stage of processing
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'Table 2. Continued-Producer price indexes and percent changes for selected
commodity groupings by stage of processing
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Table 2. Continued-Producer price indexes and percent changes for selected
commodity groupings by stage of processing
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Table 3. Producer price indexes for selected commodity groupings
1967= 00)

C. yi "- Unadjusted index I
Comodin . Gr G D. 1910 .1/lApril 1981 1u1

I . ~ ~ ~ ~ ~~~~~~~~~~~I I i
I All Commodities ................................ .2 8 292.8

All Connodities (1957-59=100) .................. I 297.9 310.7

:MAJOR CIMMODITY GROUPS | I i

i Fare produnts and proossed fus d feed ............. 1 257.0 O 253.6 I
21 I Fain productn .. ::::::: | 265.3 | 263.2 I
02 1 Procensod foods ad f2515 247. I

Industrial nonnodities.I ~~~~~~~~281.6 I302.8
i IndutrW pc o m ite ........ i: ................. 190C25.4 1 96.5i

03 I Textile productIsand apparel. 25. I 96.5 9 1
04 I Hides, skins, leatter. and rel.ted pro256 264.9

05 Fuels and r.latd produts and poer 2................ .2 1 258
lb I Chemilcals and allied products V . I z2531 1 215.8
07 t Rubber and plastic productsI . ... , 3 , 9 .
IS I umber and .ood produnts56.7 2 270.6 i
109 I Pulp, puor. and allid produtss 29056 27'6 7
12 I Metal s And notal preduots ...................... .7

M|11 rcinury and ruipnpent. 249.8 2 9.2

12 t Furniture and houseolhd d urabes . 1 2 1
13 I Non.etallin oi.nerl products 291.2 I .,

I Tr.nartatio quip.ent (e ............................ . 2 26.3 26315 5
15 I Misoeflaneouc proons.d25.ct26.

Industrial commodities less fouls and related I 2
products ad po..ur................................... 252.3 p 261.4

0THER COMMODITY GROUPINGS

01-2 i Grains . 265 2 264.7
01-3 2 4i6estotk

-S I Plant and aninal fibers ................... .... 254.4
01-8 Hay aysends and oi seeds. ................ 290. 29

81-9 Otter darn products. 2396.0 295.9 IO - the r fa r. pro duct. .. ......................................,.

02-9 Creal and bakery produots. 248.7 253.5
02-2 I Meats, poultry, and fish . .. 2.. .
02-5 gar and ofectionory ............ 339.8 269.0
02-6 Bceras and brage materals ...................... 25 3 4
02-63 I Packagod beerage a25.7 314.4
02-7 I Fats and oils3.. .1 2 232.6
04-4 1 Otter leather aod related products4 .3 8&4.5
05-3 I Gas fuels ......... 44. 884. I

5-7 Refined petroleum preducts 2 ........... 7. 839.
06-3 D Dru and parmautlals ............... 26 9
06-S I Augicultural ohenicals cod predocts .233 2 .............. 263 277..3

_J6-7 D14ther chtmicals and allied produ cts . . 234.1 I 256.4
07-1 | Rubber aud rubber products....................... 9244I9 253.9

0711 Crude rbber ................ .. 268.5 279

07-13 I K; scellaneous robber products1. . ......... 8 I
05-1 L ... 333.0 . 331.3
09-1 | up aper, and produots, excluding building I I5 6

Pulp, paper and board. . 257.9 259.

19-15 I Conoerted paper and puperbeard products . I 244.7 I 257.4

ID-i I Iron and stool.I 316.4 I 330.9

11-13 Steel ill prduts......... 33.7 331.8
10-2 Nonfrrous met ............. .................... 29134 268.0
11-3 M 1Meta-orting machinery and eguipment.I 285.7 2983.1
11-4 2 Gcnera1 purpose oaohinery and eqipoent .6 9 283
11-7 Eleotri cal s-ohinory and e9ui psen .. 208.8
11-9 Miisoellaeos macbhinory aod equipent. . 239.6 29I 4.1
1_ P Conorete igredints ............................ 277 6.4
¶4-1 I Mostor oehiles and I . . ............ 24. 2
14-11-02 I Meter trucks ............................... .... 246 9 255.7
15-4 I Phuteqraphic eguipuent and su-pplies.I. .06.6 211.6
15-9 Otr miscellaneous prduts . ............. 370.5 j 347.8

I Data fer Dec. 1951 hban been revimed to reflect the
anailability of late reperts and norreotions by
respendonts. All data are subjeot te reuisin4
coeths after enigimal publication.

2/ Prices ef se.e items is this greuping are lagged I menth.
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Chart 1
Finished Goods Price Index and its components

1971 - 81
3-month annual rates of change
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Chart 2
Intermediate Materials Price Index and its components

1971 - 81
3-month annual ra tes of change
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Chart 3
Crude Materials Price Index and its components

1971 - 81
3-month annual rates of change

(Seasonally adjusted)
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Representative REUSS. Thank you very much, Commissioner Nor-wood.
Let's talk about automobiles. You have had. recent announcements

of new price increases by the American auto industry. The rebateprograms of February are over and done with and sales have accord-ingly stopped. The average General Motors car now costs over$10,000. Some models have gone up by as much as $1,000 since lastfall. And on top of this is a so-called voluntary agreement with theJapanese, which imported car dealers in this country tell us willsimply result in premiums being charged on Toyotas, et cetera, ratherthan discounts that have more recently been the case.
On top of all this, as noted in your statement, we have rathersharp increases in material prices, including those materials andcomponents which go into automobiles.
What do you think the result of all this might be on Americanmotorcar sales? It will have a negative effect on sales, will it not?
Ms. NORWOOD. The figures which you mentioned are the prices ofautomobiles, particularly domesticI automobiles before quality ad-justment. The quality adjusted prices in the index are somewhat lower.The important thing, however, is that the rebates have been with-drawn. I am sure the domestic industry is going to watch future saleswith great care.
As I understand it, the supply-today's supply of automobiles-is

relatively low because the rebate program has worked well. As theautomobile industry moves through the summer months, it will haveto look at whether those sales were anticipatory, that is, sales whichmight normally have been expected in the spring or whether they needfurther stimulation in the coming months because sales slow down.In the case of imported vehicles it is rather difficult to know whateffect the restrictions will have on prices. I have read many of thearticles you referred to in the newspapers, and I guess that dependsupon consumer resistance to price change.
Representative REUSS. Consumers have been showing admirableacumen in recent vears, the poor souls, as they have been forced by theinflationary squeeze.
In the light of your statement there is a possibility that consumersare going to lay off buying these overpriced automobiles and wait foranother orgy of discounts; is there not?
Ms. NORWOOD. That is certainly what happened before, and that is,I assume, why American manufacturers had the rebate program inthe last several months.
Representative REUSS. Might this not be a self-defeating tactic onthe part of the American motorcar industry? They are very adverse tolowering prices. They raise prices, but they wait until rigor mortis setsin and then discount for a while. But that isn't all that great for thembecause they go through a lot of agonies before they finally have to

discount.,
Would you recommend that in their innercouncils, they considerchanging their price policy?
Ms. NoRWOOD. Mr. Chairman, I would have to say that I couldnot suggest how manufacturers should handle their pricing policies.I think it is clear, however, that the American manufacturers over the
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last several months have found it necessary to reduce prices, and they
chose a rebate mechanism. They have now withdrawn those rebates
and we will have to wait a bit to see whether they find it necessary to
reinstitute them.

Representative REUSS. Turning to another part of the motorcar,
gasoline and energy problem, you were quite right in your testimony
a month or two ago that the main impact of the decontrol of oil would
be reflected in the February and March figures; and that for April,
the increase would be considerably smaller. That is exactly what has
happened; is it not?

Ms. NORWOOD. Yes, sir.
Representative REUSS. Do you, in the months ahead, see any supply

movements which might stir up price increases of gasoline again, now
that there is a relatively abundant supply and everybody is happy. Is
that going to continue, or are we going to have an end to this?

Ms. NORWOOD. As I understand it, there is an adequate supply of oil
on the world markets. We have also gone through by now our own de-
control process in this country. I would think, therefore, that the up-
ward pressures on energy for the coming months would mitigate.

Representative REuSs. A couple of days ago Treasury Secretary
Regan, noting the very alarming increase in interest rates, both short
term and long term, predicted that matters are going to get even
worse, and it might cause a downturn in the economy. If the Treas-
ury's outlook comes to pass, what do you think that would mean for
the administration's projected unemployment figure for, say, the
fourth quarter of this year?

I think their projection was that the unemployment rate would be
7.7 percent, which is three-tenths of 1 percent over the present level.

Ms. NORWOOD. There are many aspects to that question. What we
seem to have had since July is an increase in employment. We have had
increases in services employment most of the year until this month,
and we have had a return of employment in manufacturing, partic-
ularly durable manufacturing-automobiles and so on.

I do not know exctly how interest rates will affect the production
process. You know, interest rates have always been very difficult to
forecast. I think most people who have tried have been wrong. Interest
rates are very high now. There is some evidence, I think, on the price
front of nonfood, nonenergy price pressure, materials prices and others,
which could have some effect on the employment situation.

Representative REUSS. An "ungood" effect.
Ms. NORWOOD. "Ungood," that's right.
Representative REUSS. Thank you very much. As always, you have

been most helpful. We appreciate your associates' readiness to pitch
in also, and we will see you in a month.

Ms. NORWOOD. Thank you.
Representative REUss. And now we would like Ms. Isabel Sawhill

to come forward. Ms. Sawhill has had a distinguished career in her
profession and is currently program director of employment and
labor policy at the Urban Institute. We have asked her to come and
instruct us on some of the employment implications of the President's
program, which got such a rousing, bipartisan endorsement from
Congress yesterday.
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Ms. Sawhill, you have a prepared statement, which under the rule
and without objection, we place into the record. Would you now pro-
ceed in whatever way is convenient?

STATEMENT OF ISABEL V. SAWEILL, PROGRAM DIRECTOR, EM-
PLOYMENT AND LABOR POLICY, THE URBAN INSTITUTE, WASH-
INGTON, D.C.

MS. SAWHILL. The approach I will take is to try to provide the
highlights of what is in my prepared statement, and then leave some
time for possible questions and discussion.

In looking at the employment implications of the administration's
economic program I considered each of the four elements of that pro-
gram: Budget cuts, tax cuts, monetary restraint, and regulatory
reform. And to ask in each case, what is the likely impact on em-
ployment and on the labor market? I will not discuss the fourth
element of the package, which is regulatory reform, in part because
the administration has not made its final decisions there. But I will
look at each of the other three areas;

I have also tried to give special attention to the impacts on women,
minorities, and lower income families. Let me now try to. summarize
my overall conclusions.

First of all, I believe that the macroeconomic impacts are likely
to swamp the impact of specific budget cuts on employment and family
income. These macroeconomic impacts remain uncertain at the pres-
ent time because monetary and fiscal policy are on a collision course.
However, if we do end up using monetary restraint to curb inflation,
as Budget Director Stockman keeps emphasizing, the losses in output
and employment would be very high.

To reduce inflation by 3 percentage points, for example, would neces-
sitate that unemployment rise to about 12 percent and that we sacrifice
roughly $400 billion in output, or about $6,000 per year per family.
There is very interesting new evidence, based on a large sample of
families whose income and employment experiences were tracked over
a 12-year period, which shows that these losses are much more severe
for poor than for nonpoor families. And within each income class,
they are much more severe for families headed by black males.

The impacts for female-headed families are not as severe as they
are for male-headed families. However, we know from other research,
that the major impact of economic slack on women is a big increase
in hidden unemployment or work force discouragement. For these
reasons, I argue that it is imperative that we find more effective and
equitable means of controlling inflation.-

While an incomes policy is probably not politically feasible at the
current time, we should at least be examining the options for the
future and building the political consensus which will be needed to
put such measures in place.

I also recommend that more consideration be given to counter-
inflationary tax cuts, such as reductions in the payroll tax and possibly
a new employment tax credit.
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Next, I believe we should be concerned about the supply side or the
productive potential of the economy. In this area my analysis leads
to the following conclusions.

First, we should have some targeted tax cuts which will provide some
incentives for investment. However, I don't think we should be put-
ting all of our eggs in this one basket. This strategy needs to be com-
plemented with human resource investments, especially more skill
training for both blue collar workers and for the disadvantaged. While
the rate of return on a college education has been falling, several recent
sophisticated evaluations of training programs suggest that the rates
of returns on these programs are very, very high indeed.

One which I mention in my testimony is the Job Corps. The rate
of return to an investment in that program is 45 percent. The other
program which I mention is the supported work demonstration pro-
gram for AFDC recipients. A recently released study on that demon-
stration shows a rate of return of 200 percent.

Those rates of return are sensitive to what is assumed about the
projection of increased earnings for the participants throughout their
lifetime. However, the findings are quite robust; that is, even if the
specific numbers I have just quoted are not correct, because one uses
different assumptions, the rate of return is still high.

Next I want to mention that if we are concerned about the supply
side, we should try harder to lessen economic dependency by reducing
disincentives to work. These disincentives are particularly significant
for women. For middle class women this takes the form of the so-
called marriage penalty. In my prepared statement I point out that in
Sweden, when they went from joint to individual income tax filing,
that the participation rate of women in the labor force increased by
10 percentage points. This was a very surprising result.

For lower income women these disincentives mainly take the form
of high benefit reduction rates in income transfer programs. And the
recent changes in this area suggest that we are going to be making the
situation still worse than it is now. At present about 30 cents of every
extra dollar earned is kept by a working welfare mother. Under the
new proposals she would get to keep perhaps a penny or two, and we
know what she is likely to do under those circumstances.

For both groups of women this problem is exacerbated by a lack of
child care facilities and job opportunities, both of which are being cut
back. In my prepared statement I mention the PSE cutbacks and the
number of former welfare recipients who will possibly be thrown back
onto the income transfer system. as a result of those cutbacks.

That concludes my summary, Mr. Chairman, and I would be happy
to elaborate on anything you would like.

[The prepared statement of Ms. Sawhill follows:]

PREPARED STATEMENT OF ISABEL V. SAWHILL

Mr. Chairman and members of the committee, I am very pleased to have the
opportunity to appear here today to discuss some of the likely impacts of the
Administration's economic program on employment, and especially on opportu-
nities for women, minorities. and the poor. Let me emphasize that these are my
own views and do not represent the position of any organization with which I am
currently affiliated.
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A recent CBO study of the impact of the Administration's tax and some of
its budget proposals on lower income families shows that 68 percent of families
who will experience a drop of more than 5 percent in their "spendable incomes"
are headed by women and that 39 percent are headed by nonwhites. I cite these
findings because I believe they are important, but I also want to note that they
largely reflect the impact of changes in taxes and transfers on family income and
give less attention to employment and earnings. I have chosen to focus on the
latter. One of the conclusions of my analysis will be that the macroeconomic
effects of the proposed economic program on.employment, earnings, and family
income completely swamp the first-round budget impacts.

As you know, there are four elements in the Administration's program-budget
cuts, tax cuts, monetary restraint, and regulatory reform. My approach will be
to look at the major proposals in each of the first three areas and to ask what
is their likely impact on the labor market. I will not cover regulatory reform,
in part because final decisions have not yet been made in this area.

BUDGET CUTS

The proposed reduction in outlays for employment and training during FY
1982 are $4.8 billion. This is about 11 percent of the total budget cuts, and paren-
thetically about equal to what could be accomplished by a modest change in the
indexing of Social Security benefits.

The biggest savings come from eliminating about 300,000 CETA public service
jobs. The rationale is that training, especially on-the-job training, has proven to
be more effective as a way of improving long-term opportunities for disadvan-
taged workers. (There is some evidence suggesting this is true. For example, pre-
liminary evidence from the Continuous Longitudinal Manpower Survey shows
that participants in CETA-OJT programs experience substantially larger net
gains in earnings after leaving the program than participants in other types of
CETA programs, such as work experience, classroom training, or public serviceemployment.)

However, because the public service jobs program is targeted on hard-to-
employ groups who traditionally have high unemployment rates, in the short
run these groups are probably going to have fewer job opportunities. In FY 1979,
about two thirds of PSE participants were poor, virtually all were near-poor,
and a little over half were members of a minority group. Moreover, about 20
percent were former AFDC or public assistance recipients. Thus, the elimination
of this program is not only going to have disproportionate impacts on the poor
and on minorities but is also likely to increase welfare dependency, reducingbudget savings by about 10 to 15 percent.

For the longer-term, these proposed changes are consistent with some reorien-
tation of manpower programs toward developing human resources (i.e., focusing
on the supply side rather than the demand side of the labor market). However,
as yet, there are no proposals to reprogram these dollars to provide serious train-
ing or retraining either to disadvantaged workers such as innercity youth or
structurally dislocated workers such as those being laid off In the automobile or
steel industry. A good case can be made that private industry underinvests in
training because it cannot capture the full benefits from such investments when
workers are free to move among employers. Yet, unlike some European countries,
we have never provided significant resources to private firms for this purpose.

Studies by Edward Denison and others indicate that investments in education
and training have been even more important than investments in plant and equip-
ment as a source of productivity growth historically. While there is some evidence
that the rate of return on a college education has declined in recent years and
that the growth of the capital stock has not kept pace with the growth of the
labor force, there is no reason to believe that investments in basic education and
skill training are less beneficial to society than investments in more tangible
forms of capital. In fact, recent sophisticated evaluations of the Job Corps and
of the Supported Work Demonstration Program for AFDC recipients show that
the social rates of return on the public investments in these two programs are
45 percent and over 200 percent, respectively. Any venture capitalist would be
delighted with similar results. Yet.the current Administration plans to spend $86
billion on accelerated depreciation over the next decade but only a few billionon basic education and training.
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A second big chunk of savings in the employment and training budget comes
from eliminating a number of youth programs on the grounds that youth
can be equally well served in the regular adult training programs. This is in
sharp contrast to the last Administration which had proposed a major new
youth *initiative costing about $2 billion, and there is no question that serv-
ices for youth are going to be curtailed as a result. In keeping with its belief in
private sector solutions to the problem of unemployment, one might hope that
the Administration would support a reauthorization of the current employ-
ment tax credit targeted on low-income youth. Alternatively, it may support a
subminimum wage for youth. Both hold out the promise of providing more
employment opportunities for youth but probably at the expense of fewer
opportunities for low-skilled adults. The TJTC, unlike the subminimum wage,
can be targeted on low-income areas or individuals.

The third and last important set of program cuts involves reducing the bene-
fits provided to the unemployed in the form of unemployment insurance and
trade adjustment assistance. One important proposal is to institute a stricter
work test for UI recipients, in which they would be required to accept a job
at a significantly lower wage after 13 weeks of search. Another proposal is
to substantially reduce the number of people who will be eligible to receive bene-
fits beyond the 26 weeks of coverage normally provided. A third proposal in
this area is to sharply curtail trade adjustment assistance payments for work-
ers displaced by import competition.

The Administration's objective in each case ds to eliminate "entitlements"
for those who do not really need them and to encourage workers to adjust more
rapidly to economic change. The likely impact on the labor market will be
some very modest reduction in unemployment associated with the reduced
benefits and the stricter work test but probably a reduction in the efficiency of
job-worker matches as well. If the work test can be effectively administered,
for example, we may see more college professors working as shoe clerks and
more laid-off automobile workers selling McDonald's hamburgers.

For the longer-term, these proposals raise three broader issues:
(1) They suggest the need for fundamental reassessment of the whole unem-

ployment insurance system. It was originally put in place at a time when most
families had only one earner and when there were few safety nets around
should a breadwinner lose his job.

(2) Assuming that some type of assistance for unemployed workers is desir-
able, we think to rethink the rationale for discriminating between workers
laid off as a result of import competition and workers who lose their jobs for
other reasons.

(3) Finally, we are going to need to decide whether such. assistance should
be conditional upon willingness to engage in intensive job search, to retrain, to
relocate, or to accept a lower-paid job or whether it should take the form of a
no-strings-attached entitlement to an income cushion over a short period of
time. Some consideration might be given to using some portion of future payroll
tax revenues to provide training opportunities rather than unemployment
benefits during periods of economic slack.

TAX CUTS

As is well known by now, the Administration's program calls for a three-year, 30
percent across-the-board cut in personal incomes taxes plus more rapid depre-
ciation to encourage investment. These cuts will stimulate both demand and
supply simultaneously.

On the demand side, the impact of the tax and spending cuts on the economy
are close to a wash so there is no significant or easily predictable employment-
generating fiscal stimulus to discuss, at least for the next couple of years. How-
ever, fiscal stimulus and monetary restraint appear to be on a collision course as
discussed in more detail in the next section.

On the supply side, the cuts are Intended to stimulate more saving, investment,
and work effort. What are their likely impacts on work? A priori, we can't even
predict the direction of the effect. Some People will work harder because their
take-home pay is higher and others will work less because they can accumulate
the same amount of after-tax income as before with less effort. The evidence sug-
gests that, on balance, the net effects on work effort are positive but small. For
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someone with an income of $15-20,000 per year, the tax cut would increase take-
home pay by about two percent by the end of 1982. A two percent increase in pay
would, in turn, increase hours worked by perhaps one-half of a percent or 5 hours
per year. Some of the increased hours would be worked by people already em-
ployed, but the group most likely to work more would be nonworking married
women-the group that the 'new right" would prefer to keep at home. In fact,
if one was serious about encouraging work effort, a much better way to do it
would be to give two-earner families a special tax credit or deduction, especially
since the current tax system discriminates against them. Nancy Barrett has noted
that the labor force participation of Swedish women increased by about ten
percentage points following a shift from. joint to individual income tax filing for
married couples. Prior to the reform. Sweden didn't allow couples to split their
incomes, so the marriage penalty was even larger there and the impact of a shift
to individual filing correspondingly greater. Nevertheless, the magnitude of theresponse was surprising.

Finally, at the very bottom end of the income distribution, there is going to be
less and not more work effort. As recent studies reported in the press have shown,
the Reagan budget cuts for AFDC, food stamps, and other transfer programs
have reduced -incentives to work. While a welfare mother could previously retain
about 30 cents of every dollar earned, she will now get to keep a penny or. two
at most. The Administration plans to get around this problem by substituting
a work requirement for these financial incentives. Under the so-called "work-
fare" proposal, all able-bodied people on welfare would be required to work at
least 20 hours a week, with the exception of mothers with children under 2,
or with children under 6 for whom no day care is available.

In fact, there will be less day care for those who need it. Day care programs
now separately funded under Title XX are to be folded into a social services
block grant. More importantly, the Administration proposes to cap the child care
disregard under AFDC to $50 per month per child which is one-fourth of what
the average family spends for this purpose. A number of different studies have
suggested that the availability of "affordable'. day care discourages 15 to 20
percent of nonemployed mothers from working. Thus, an effective supply-side
policy would provide more, and not less, funds for child care.

MONETARY RESTRAINT

According to Budget Director Stockman, monetary policy is the linchpin in
the program to reduce inflation. While supply-side economics has sometimes been
sold as the cure for inflation, its ability to do so is already being questioned on
Wall Street and will eventually become a concern on Main Street as welL
The part of the supply-side story that makes some sense is the investment part.
Yet this Administration has chosen to concentrate its tax cuts on individuals
rather than on business. Even if a larger proportion of the cuts was targeted
on investment, this would make only a modest contribution to reducing inflation.
An investment-oriented tax cut of $25 billion per year could Improve the rate of
productivity growth by about one-fifth of a percentage point within a few years
and this, in turn, could shave perhaps half a point off the rate of inflation, cur-
rently stuck at around 10 or 11 percent a year. Thus, monetary restraint is the
key; the inflation battle will be won by Mr. Volcker or it will not be won at all.

What the Administration assumes in this area is a steady reduction in the
growth of the money supply so that by 1986, the growth rate will have fallen to
half what it is at present. As you know, there is much disagreement within the
economics profession about the effects of such a policy. The controversy centers
not around whether slower growth in the money supply can reduce the growth
of total spending but rather on how the reductions will be split between lower
wages and prices, on the one hand, and lower employment and output, on the
other. The historical evidence suggests that the major impact (perhaps 70 per-
cent of it according to Robert Gordon) would be on employment and output
rather than on wages and prices over the next few years, but committed -mone-
tarists contend that the historical evidence is irrelevant because it ignores peo-
ple's expectations which are, in turn, believed to be conditioned by government
policy itself and especially the credibility of the government's commitment toreducing inflation.

My own view is that sticky wages have very little to do with psychology and
a lot to do with multi-year contracts, cost-of-living adjustments, and other
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institutional realities in the labor market which keep the momentum of an
inherited inflation going and produce layoffs in preference to wage cuts in a
slack market. We are seeing some wage concessions in the automobile industry
right now, but it took a depression in the industry to get them. A counterexample
is provided by the mine workers who recently received a 36 percent increase over
three years.

The implications of the "sticky-wages" view are that monetary restraint strong
enough to have a major impact on inflation would also produce massive losses
in employment and output. Moreover, these impacts could be expected to totally
swamp any of the other employment impacts discussed earlier. Simply to reduce
inflation from its present rate of 11 percent to the 8.3 percent predicted by the
Administration for 1982. by demand restraint alone, would require letting the
unemployment rate rise to about 12 percent. This would entail a loss of $400
billion in output and real income or about $6,000, per family.

How would these losses be distributed by race, sex, and family income level?
Earlier work done by Ralph Smith (some of it for the Joint Economic Com-
mittee) has showed that economic slack has a much greater impact on black than
on white unemployment rates. On the other hand, where males and females are
concerned, recessions tend to be "equal opportunity disemployers" because
women's lesser seniority is offset by the fact that they are more heavily con-
centrated in cyclically stable occupations and industries. However, Smith found
that women attempting to enter the labor force during periods of slack tend
to become discouraged and join the ranks of the hidden unemployed.

A more recent study by Edward Gramlich and Deborah Swift for the NationAl
Commission for Employment Policy tends to confirm and elaborate these earlier
results. These authors' preliminary findings are that the chance of being unem-
ployed during a recession varies with race, sex, and a family's "normal" or
average income. Among white male family heads, for example, the probability
of experiencing unemployment is twice as great in poor families as it is in middle
class families. Within each income class, black male family heads suffer more
unemployment during recessions than white males and both fare worse than
female heads. Associated with these recession-induced rises in unemployment are
losses in family income which are only partially compensated for by unemploy-
ment insurance and other charges in transfers and taxes. Gramlich and Swift
find that these losses are also unevenly distributed. In short, those drafted to
fight the war against inflation in our society tend to be those who can least afford
to pay the costs.

It is unlikely, of course, that such a full-blown version of Thatcherism will
be tried in America. The current Administration was elected on a mandate to
get the economy moving again, and in fact their forecasts are for lower lather
than higher unemployment rates over the next few years.

What they need is an anti-inflation policy which is consistent with this growth
agenda, and the simple fact is that there may not be one. My own view is that
some rethinking of the basic strategy will have to occur. It could involve some
combination of demand restraint. an incomes policy, targeted investment incen-
tives to improve productivity, and various measures to control and contain infla-
tionary shocks.

Most importantly. if we are going to cut taxes. we should do so in ways which
are counterinflationary. Returning much of the fiscal burden for social programs
to the states may reonire them to raise (or maintain) sales and property taxes
with inflationary results. As a partial offset for this and other sources of inflation,
I would favor a reduction in payroll taxes. This would stimulate employment,
reduce business costs and prices, and make the -tax structure more equitable.
Alternatively, some consideration might be given to an expanded employment
tax credit for businesses which are inereasing the size of their work force. If
properly designed and implemented. I believe that such a program could be an
effective way to increase output and job opportunities in a noninflationary way.

Representative REuSs. Thank you. AMs. Sawhill.
Let's start out with the astounding point you were making, that

under the Reagan program for the working poor, people at the bottom
end of the income distribution, the cutbacks in various benefit pro-
grams proposed by the administration and ordained by the House yes-
terday in its budget vote, will raise the marginal tax rates on the earn-
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ings of welfare recipients to the level of 98 or 99 percent. There is a lot
of talk now about how awful the 70-percent rate on rich people for their
unearned income is, and that it ought to be reduced.

Do I undersand you right? Under the Reagan program the effective
marginal tax rate for working poor would be 99 percent?

MS. SAWHILL. I believe, on the average, it is close to 100 percent. I
believe there is quite a bit of variation around that average, depending
upon the particular circumstances of the family.

I base this finding in large measure on the study that was done by
the Center for the Study of Social Welfare at the University of Chi-
cago, which has been much reported in the press. However, I did make
a phone call to the relevant experts in the Department of Health and
Human Services to try to pin down those numbers more carefully. And
although they gave me lots of caveats about the variability around
the average and about how the results might be different for the first 4
months than for subsequent periods, they did not believe that this was
too far off base. However, I would be happy to try to pin that down
further, if that would be helpful.

Representative REUSS. You have done a good job of pinning it down.
Because of food stamps and similar transfer programs, a member of
the working poor-a working mother, let us say-is now able to keep
about 30 cents of every dbllar. When you cut the food stamp program
and other transfer programs, she will be able to keep only a penny or
two, which means a marginal tax rate of 98 or 99 percent.

Can you envision circumstances in which the tax rate for a working
poor person might be completely confiscatory-100 percent or over?

MS. SAWHILL. Definitely. The other thing I would like to-
Representative REUSS. Could you construct such a case? It would be

a mother with, let us say, two or three very young children, who cur-
rently is able to find day care facilities and work at a job in a motel or
hotel in domestic service; is that what we're talking about?

MS. SAWHILL. Yes.
Representative REuSS. Can you fill out that outline a little bit?
MS. SAWHILL. I think that is the prototypical case. Someone earning

perhaps close to the minimum wage in a low-level job, who has, per-
haps, multiple benefits, not only AFDC but food stamps, medicaid,
and so forth, and who, once you do all of the arithmetic on how much
better off they are if they go to work, based on the kind of benefits that
they are going to lose, and based on the fact that they have certain
work-related expenses, including day care, then I think the bottom
line is that that individual is not necessarily very much better off, and
could, in some cases, actually be worse off as a result of having gone to
work.

Now, when the administration is asked why they are not concerned
about this, their response seems to be that-

We are going to have a work fare type program in which people are simply
going to be required to work, to earn their welfare benefits. And therefore, one
does not need these financial incentives.

It has occurred to me, a little bit tongue in cheek, but I think there
is an element of seriousness to it, that at the top of the income scale,
where we also seem to be concerned about marginal tax rates of 70
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percent-that one possibility would be to create a requirement for sav-
ing, perhaps as a quid pro quo for a certain amount of tax cut.

Representative RE-USs. What would you think of work fare for cou-
pon clippers, that is, let's say, the earners of unearned income who,
under even the Democratic program, would have their income tax
marginal rate cut from 70 percent to 50 percent?

And this is unearned income, meaning they don't have to do any-
thing more than to open an envelope for their stock dividend, or clip
the coupon on the bond. Do you think they should be subjected to the
same work fare requirements that the administration is subjecting the
working poor to?

MS. SAWHLTL. From each according to his ability; to each according
to his needs. And I think the ability at the top end of the income scale
is to provide greater savings, which can then flow into investment. I
do not know what kinds of work skills exist amongst the leisured class.
They may not be very great.

But we do know they have the capacity to provide the financing
for the increased investment that we are going to need both for de-
fense purposes, for energy purposes, and in general to make our econ-
omy more internationally competitive. And we could ask them to make
some contribution in that area.

Representative REUSs. Getting back to the nature of these work
fare jobs that are supposed to be offered welfare recipients, how are
they likely to compare in their educational contributions with, say, the
CETA jobs, which are being completely phased out?

MS. SAWHLmL. As you know, in the last reauthorization of CETA,
there was a requirement for a certain amount of training in at least
the structural component of the PSE program. I think that was defi-
nitely a step in the right direction.

And the work fare proposal moves away from that, again. The jobs
would likely not have an educational or a training component. For one
thing, I don't believe there is any provision for any administrative or
supervisory expenses. And if you go out into the field and hold hear-
ings with local program operators-and I have been involved in a
large number of such hearings-one of their constant complaints is
that the cost of providing supervision and training are much higher
than the Federal Government is normally willing to finance.

And when work fare was tried in California, my understanding is
that local officials did not want to have anything to do with the pro-
gram, because it was very hard to find jobs for these welfare recipients,
particularly since they were not given any funding of this sort.

Representative REuss. You, in your testimony, mentioned that the
Federal Government compared with certain European countries has
not done very much to subsidize training by private firms. Can you
refer to any specific foreign programs that you think have some ap-
plicability in this country?

MS. SAWHILL. We had a visit just recently from the Deputy Di-
rector of the Institute of Management in Berlin, who gave a seminar
on their employment and training programs.

In 1979, they actually introduced what they call the 500 million
deutsche mark program. It was so oversubscribed in the first month
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that they ended up spending twice that much on it. It was a com-
bination of employment and training activities, but a major activity
was simply providing subsidies to private firms to train and retrain
workers in what I would call blue collar skills.

There are any number of other examples of where European coun-
tries have done something similar. And it has always seemed ironical
to me that in a country in the world that considers itself more cap-
italist than any other we have been afraid to subsidize training or
employment in the private sector for fear that this will provide great
windfall gains for business; whereas in Europe, they have no hesita-
tion about doing this at all.

And when you talk to them and you ask them about this problem,
their whole attitude is: Well, of course there are going to be some
windfall gains. There wouldn't be any incentive for private sector
firms to participate if there wasn't some benefit. And besides, there is
no way to prevent it entirely. Moreover, you have tremendous wind-
fall gains when you provide subsidies for capital investment. But we
do not seem to worry about it quite as much in that case.

Representative REUSS. Turning to our system of vocational educa-
tion in this country, can you suggest any changes or improvements
in that which would better prepare workers for jobs that will actually
exist in the decade ahead?

MS. SAWHILL. Our current vocational education efforts at the sec-
ondary school level do not appear to have been very successful.

Their impact on labor market prospects for young men appear to
be virtually nil relative to people who go through a general academic
curriculum. For young women, they seem to have somewhat more
impact, but that is because young women are being trained in clerical
skills, which are general enough to be marketed almost anywhere.
The problem in this case is that vocational education perpetuates oc-
cupational segregation by sex.

The programs at the postsecondary level, particularly in some com-
munity colleges and some proprietary training programs, seem to be
somewhat more effective. I think the general problem has been that
these programs have not been sufficiently linked to the jobs that are
available. At the secondary level, they are being taught by people who
may be out of touch with what is going on in the labor market and
with the most recent equipment and techniques.

There are a number of ways in which I think the program could
be improved. I think we ought to have more discussion and debate
about using some sort of voucher system, similar to the GI bill, in
which you provide individuals with training vouchers and then let
them choose what they think best meets their. needs, perhaps with
some protections in the way of certification of training programs pro-
vided by the Government.

Representative REUSS. When you take the entire administration
program, the social spending cuts, the military spending increases, the
monetary policy and the proposed tax cut, does that affect women in
any way differently from the population as a whole? Better or worse.

MS. SAWHILL. It is hard to come up with a global assessment. I be-
lieve I have tried to mention a number of areas where they might be
impacted somewhat differently. I guess the most general comment one

83-655 0 - 81 - 17
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can make is that the poverty population in this country is overwhelm-
ingly female. About half, I believe, of all families in poverty are
headed by women. So any budget cuts or tax cuts which have a regres-
sive impact are going to disproportionately hurt both women and
minorities. I think we know that both the tax and budget changes
are somewhat regressive.

Representative REUSS. You point out in your prepared statement
that reducing inflation from its present rate of 11 percent to 8.3 per-
cent predicted by the administration for 1982, by demand restraint
alone, would require letting the unemployment rate rise to about
12 percent. It is demand restraint alone, is it not, which is the ad-
ministration's anti-inflationary program?

MS. SAWIILL. I added the caveat, because we could be lucky. We
could have some favorable supply shocks, which would bring the
inflation rate down, without any demand restraint. The thing I al-
ways worry about in cases like that is that the public will assume a
causal relationship when it was not necessarily the demand restraint
that improved the inflation picture.

Representative REUSS. I do not believe that the administration, in
reaching its 8.3 inflation prediction for 1982, predicated that predic-
tion on any exogenous pieces of good luck. They assumed that outside
shocks would be about as they have been.

So you are saying that if we have just about the same amount of
outside inflationary shocks that we have had, no more and no less,
with the economic policy of a very large tax cut, considerable increases
in military spending and decreases in social spending of the orders
mentioned in the budget resolution yesterday, and with the rate of
new money creation such as one would have at the present level over
the next 4 or 5 years, you see 12-percent unemployment instead of
that predicted by the administration.

MS. SAWHILL. I don't find the projections for inflation and unem-
ployment consistent with each other. My 12 percent is a hypothetical
figure. I certainly am not arguing that it is necessarily going to
happen; I am simply pointing out that is what it would take to get
the inflation rate down by that much without some favorable effects
from somewhere else.

Now, there is one footnote that I would like to add here, since you
have raised the issue. It does seem to me that the economy has a lot
of slack right now and that if we do begin to move toward a fuller
employment economy, that could reduce unit labor costs if we got the
normal cyclical improvement in productivity that we have come to
expect. A cyclical upturn in productivity could help a little bit on
the inflation front.

So in a more elaborate story, I guess I would weave in that possi-
ble impact as well. In other words, I do think there is some possible
help coming from the supply side. I just don't think the improvements
in productivity are going to come mainly from cuts in marginal tax
rates and increases in the size of the labor force and investment spend-
in.-. 3 and 4 years from now.

Representative REUss. Speaking of productivity increases, there
was a pleasant one in the first 3 months of this year, on the order of 3
percent, to everyone's surprise.
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That, obviously, was not the result of anything that the Reagan
administration did, because it had just come into power.

I would be sufficiently bipartisan to say that it was not the result
of anything that the Carter administration did either.

Regardless, it is great. Can you suggest what may have caused it
so that we can do some more of it?

My best thought is that the economy was a little stronger than peo-
ple had thought. And an extraordinarily good way of getting better
productivity is to operate at a better rate of plant utilization, which
did occur, to everyone's surprise.

MS. SAWHILL. I don't really know what caused that. I have only
read the newspaper stories about it and have gotten the impression
that there might have been some flukes in the data for that quarter.
I am afraid I have not got any particular wisdom on the topic.

Representative REuss. You have made a very considerable contribu-
tion to our studies here.

And the sad news, of course, of your testimony is that you have
refined and pinpointed what was already known here in a general way,
that if you have a policy that adds to unemployment, blacks, women,
and poor are going to get hurt most.

You have also enlightened us a good deal on the true marginal tax
rate on very-low-income people and the fact that, under the adminis-
tration's program, their marginal tax rate is going to be something
like 100 percent, in what then becomes a so-called work incentive.

You have been most helpful, and we are grateful.
MS. SAWHILL. Thank you very much, Mr. Chairman.
Representative REuss. We now stand adjourned.
[Whereupon, at 10:52 a.m., the committee adjourned, subject

to the call of the Chair.]
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The committee met, pursuant to notice, at 10:02 a.m., in room 2154,

Rayburn House Office Building, Hon. Henry S. Reuss (chairman of
the committee) presiding.

Present: Representative Reuss.
Also present: James K. Galbraith, executive director; and William

R. Buechner, Mary E. Eccles, William Keyes, and Mark R. Policinski,
professional staff members.

OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REuss. Good morning. The Joint Economic Commit-
tee will be in order for its monthly inquiry into the state of the labor
market.

We are grateful again to Ms. Janet Norwood, Commissioner of the
Bureau of Labor Statistics, who is before us with the figures and an
explanation therefor.

Commissioner Norwood, welcome. And would you introduce again
your two associates, and then tell us what you have to tell us.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY W. JOHN LAYNG, ASSOCIATE COMMISSIONER, OFFICE OF
PRICES AND LIVING CONDITIONS; AND JOHN E. BREGGER, CHIEF,
DIVISION OF CURRENT EMPLOYMENT AND UNEMPLOYMENT
ANALYSIS

Ms. NoRwoOD. Thank you, Mr. Chairman. On my right is John
Layng, who is Associate Commissioner of the Bureau of Labor Sta-
tistics for Prices and Living Conditions. And on my left is Jack
Bregger, who heads our work on unemployment and employment
analysis.

I am of course, as always, happy to be here this morning to offer
the Joint Economic Committee a few brief comments to supplement
the employment situation and producer price indexes press releases
issued by the 3ureau of Labor Statistics this morning at 9 a.m.

After holding steady for several months, unemployment rose in
May. The overall jobless rate moved from 7.3 to 7.6 percent, with in-
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creases registered for adult men and women, full- and part-time work-
ers, and persons of Hispanic origin. The rates for teenagers and
blacks remained essentially unchanged over the month.

The civilian labor force continued the rapid growth that has been
evident over the past few months. Over the past year, the labor force
has grown by 2.3 million. Total employment, as measured in the nouse-
hold survey, grew more than expected at this time of year and, after
seasonal adjustment, was up 260,000, with most of the gain occurring
among adult women. The proportion of the population 16 years and
older with jobs reached 59.0 percent in May.

The number of employees on the payrolls of nonfarm businesses,
after seasonal adjustment, was unchanged at 91.5 million. An employ-
ment decline in the construction industry was about offset by increases
in services and retail trade. The jobless rate for workers in the con-
struction industry rose to 16.3 percent, the highest since last August.
The May employment increase in retail trade returned that industry
to its February level, while services continued the pattern of growth
in recent months. Employment in the services industry was up 700,000
from last summer.

Employment in manufacturing was about unchanged over the
month, with small, generally offsetting movements occurring among
the specific industries. The factory workweek edged up another one-
tenth of an hour to 40.2 hours, and overtime rose from 2.9 to 3.1 hours.

Thus, the household survey showed an increase in employment and
the establishment survey showed little change. The two major employ-
ment series, therefore, did not agree this month. We now have some
preliminary evidence to show that, when the customary annual revision
of the establishment data is completed next Monday-adjustment for
a more recent benchmark or comprehensive count of employment and
updated seasonal factors-the employment data from this survey will
probably show a somewhat different trend for the last few months.
I anticipate that the revised establishment series will show a sustained
period of slow growth since the series low in July.

WHO ARE THE UNEMPLOYED?

Whatever the levels of unemployment, there is always concern about
the characteristics of the jobless. In May, 43 percent of the unemployed
were adult men, 35 percent were adult women, and the remaining 22
percent were teenagers. While the female share of unemployment has
been generally rising over time as women's labor force participation
has increased, the 1980 cutbacks in the goods-producing sector caused
a relatively trreater increase in joblessness among men. Thus. women
today comprise a somewhat smaller share of unemployment than they
did in the 1977-79 period.

Half of the unemploved in Mav had lost their last job. Of these,
about one-third were on layoff expecting to be recalled at some future
date, and the other two-thirds had been permanently separated from
their former emplover. Persons who had voluntarily left their last
job, "job leavers," comprised about 12 percent of the unemployed and
persons newly entering or reentering the labor force, 38 percent.
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In terms of duration, nearly 15 percent of the unemployed had been
jobless for more than 26 weeks and another 13 percent for a period of
15 to 26 weeks. At the other end of the spectrum, about 40 percent of
the unemployed had been jobless for less than 5 weeks.

As the duration distribution suggests, there is considerable turn-
over in the ranks of the unemployed from month to month. Typically,
in any given month, about half of the unemployed are new to that
situation. Some of them have just entered the labor force in search
of a job, while others have lost or left a job they had held in the pre-
vious month. Similarly, of the total number of persons who had been
unenipioyed in that previous month, a little more than a quarter will
have found employment, and a little less than a quarter will have left
the labor force, perhaps to attend school, devote full time to home-
making, or go into retirement.

PRICES

Both the Consumer Price Index and Producer Price Indexes have
shown substantial improvement in recent months. The CPI for April
increased 0.4 percent as retail energy prices slowed, and food prices
continued to show little or no change. The PPI for May, which was
released this morning, showed improvement for the second month in
a row. The May increase-0.4 percent-was only half as large as the
April rise and was the smallest increase so far this year. Prices of
finished energy goods at the producer level dropped 0.5 percent, and
prices of consumer nondurable goods other than food and energy in-
creased 0.3 percent. Nevertheless, prices of consumer durable goods
and capital equipment continued to rise sharply.

The slowdown in finished goods prices in May was accompanied by
moderation at the intermediate and crude stages of processing. Prices
of intermediate materials rose 0.5 percent in May, considerably less
than in most recent months. Price increases moderated for a variety
of materials such as construction materials, energy products used in
the production of goods and services, and some materials and com-
ponents used in manufacturing.

Nevertheless, large price increases continued to occur for some prod-
ucts, particularly those derived from petroleum. Large price increases
were recorded for industrial chemicals, fibers and yarns, paint mate-
rials, and fertilizers. In addition, prices of materials used in the manu-
facture of durable goods continued to increase sharply in May.

At the crude stage of production, prices declined 0.5 percent and
prices of crude foodstuffs and feedstuffs fell 2.2 percent. The decrease
in crude food and feed items was the fifth seasonally adjusted decrease
in the last 6 months. Prices declined for many items including coffee
and cocoa beans, raw sugar, cattle, hogs, wheat, and corn. Prices of
other crude materials, however, continued to rise in May. Prices of
crude petroleum and coal edged down, but natural gas and most non-
energy crude materials increased.

WAGES AND PRODUCTIVITY

Last week, the BLS released productivity and wage data covering
the first quarter of 1981. The Employment Cost Index showed a



258

marked acceleration in employee compensation-wages, salaries, and
employers costs of worker benefits. In addition to increases in wage
and salary rates, the acceleration reflected the change in the minimum
wage as well as the increase in employer payments for employees' so-
cial security. Wages and salaries for nonunion workers rose at about
twice the rate for the unionized sector.

Productivity data, revised on the basis of the latest estimates of
GNP, showed a substantial increase in the first quarter of 1981. The
latest measures show a productivity increase of 4.3 percent in the
private business sector. This productivity gain reflected the very large
first-quarter increase in output. Since employment and hours in April
and May have changed little from the first quarter, the outlook for
productivity in the coming months will depend largely on what hap-
pens to output.

In summary, the data released by BLS today show that employment
is continuing to grow but at a relatively slow pace. The labor force,
which increased very little in 1980, has grown rapidly over the last few
months. Employment in May did not keep up with the pace of labor
force growth, and unemployment rose.

Prices at both the producer and consumer level have improved sub-
stantially in recent months. This trend was evident in the May Pro-
ducer Price Indexes. Although prices of capital equipment continued
to rise, food prices showed little change and energy prices declined
sharply.

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

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

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-11
X-11 ARIMA method method

Unad- (former Range
justed Con- official (cols.

Month and year rate Official current Stable Total Residual method) 2-7)

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

1980:
May -7.0 7.6 7.6 7.7 7.7 7.3 7.6 0.4
June ----------- 7.8 7.5 7.5 7.4 7.4 7.3 7.6 .3July----------- 7.9 7.6 7.6 7.8 7.6 7.5 7.8 .3
August - 7.5 7.6 7.6 7.7 7.5 7. 5 7.7 7 2September 7.1 7.4 7.4 7.4 7.3 7.3 7.5 .2October 7.1 7.6 7.6 7.6 7.5 7.5 7.6 1November- 7.1 7.5 7.5 7 5 7.5 7.5 7.5
December….:: . . 6.9 7.4 7.4 7.4 7.4 7.4 7.3 .1

1981:
January -8.2 7.4 7.5 7.4 7.5 7.6 7.4 .2February -8.0 7.3 7.4 7.2 7.4 7.6 7.2 .4
March - 7.7 7.3 7.4 7.2 7.3 7.7 7.2 .5A pi -- 7.0 7.3 7.3 7.3 7.3 7.3 7. 3 -
May1 ------------------- 7.1 7.6 7.5 7.7 7.8 7.4 7.7 .4

Explanation of Column Heads
(I) Unadjusted rate.-Unemployment rate not seasonall adjustedy.
(2) Official rate (X-11 ARIMA method).-The published seasonally adjusted rate. Each of the 3 major labor force com-

ponents-agricultural employment, nonagricultural employment and unemployment-for 4 age-sex groups-males andfemales, ages 16 to 19 and 20 yr and over-are seasonally adjusted independently using data from Janua ry 1967 forward.The data series for each of these 12 components are extended by a year at each end of the original series using ARIMA(autoregressive, integrated, moving average) models chosen specifically for each series. Each extended'series is thenseasonally adjusted with the X-11 portion of the X-11 ARIMA program. The 4 teenage unemployment and nonagricultural
employment components are adjusted with the additive adjustment model, while the other components are adjusted
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with the multiplicative model. A prior adjustment for trend is applied to the estended series for adult male unemployment
before seasonal adjustment. The unemployment rate is computed by summing the 4 seasonally adjusted unemployment
components and calculating that total as a percent of the civilian labor force total derived by summing all 12 seasonally
adjusted componenta. All the seasonally adjusted series are revised at the end of each year. Eatrapclated factors for
Ja nuary-June are computed at the begiening of each year: estrapotated factors for July-December are computed in the
middle of the year after the June data become available. Each set of 6-mo factors are published in advance, in the January
and July issues, respectively, of "Employment and earnings."

(3 ocret(-11 ARIMA method).-The procedure for computation of the official rate using the 12 components Is
tto edaecept that eat rapolated factors are not used at all. Each component is seasonallyajse ihteX RM

program eahmonth as the most recent data become available. Rates for each month of the current year are shown as
first computed; they are revised only once each year, at the end of the year when data for the fullI year become available.
For example the rate for January 1980 would be based, during 1980, on the adjustment of data f.,om the pa lad January
1961 through January 1980. Since the revision pattern and piocedure for computation of the rate are identical to the official
procedure, the results of thin method will be identical to the official iate at the end of each year when the most recent
observation is December.

(4) Stable (X-11 ARIMA method).-Each of the 12 labor force components is estended using ARIMA models as in the
official procedure and then run th~ough the X-11 part of the program using the stable option. This option assumes that
seasonal patterns are basically constant from year-to-year and computes final seasonal factors as unweighted averagea
of all the seasonal-irreoular components for each month across the entire span of the period adjusted. As in the official
procedure, factors a-n extrapolated in 6-mo intervals and the series are revised at the end of each year. The procedure tor
compnutation of the rate from the seasenally adjusted components is also identical to the official procedure.

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

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

(7) X-11 method (former official method).-The procedure for computation of the official rate in used eccpt that the
series are not extended with ARIMA models and the factors are projected in 12-mo intervals. The standard X-1 1 program
is used to perform the seasonal adjustment.

Methods of adjustm ent.-The X-11t ARIMA method was developed at Statistics Canadab th saoladjustment
and times serian staff under the direction of Estaea Bee Dagum. The method is described is the "X-11 ARI MA Seasonal
Adjustment Method," by Estela Bee Dagum. Statistics Canada Catalog No. 12-564E, February 1980.

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

Source: U.S. Department of Labor, Bureau of Labor Statistics, June 1981.
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THE EMPLOYMENT SITUATION: MAY 1981

Smesploynent rose iS Hay, while the two major employment series shoved differing mavements,

the Osreas of Labor Statistics of the U.S. Depmrtment of Lahor reported today. The joble.s rate

is May, at 7.6 percent, wan op fros the 7.3 percent regintered doring the prior 3 months.

The series on total e'cployneut--derived from the nonthly survey of households--iScreaned by

260,000 is May. In contrast, the nerien on somfarm payroll enployment--derived from the monthly

survey of establishmenta--wss unchanged aver the nooth. Although developmasts in the tv series

have been dissimiliar in recent months, both have shove strength over the past year.

UEemploymant

The nu=ber of oneoployad workers rose by 425,000 on a seasonally adjusted bssls to 8.2

million in May. Increases occurred among persons on layoff and those permanently separated from

their last jobs (Job losers), workers who volntarily left their last Jobs, and those wo

reentered the labor force after a period of absence. (See tables A-l sod A-7.)

The overall woemployneot rate won 7.6 percent it May, 0.3 percentage point above the

February-April level. This increae followed 5 months of relative stability and returned the

rate to the 1lR9 poesk lst recorded in October. Jobless rats iscreamse were registered among

most verber groups. The rate for adult sme (6.3 percest), whih bad been edging dove ever the

pant few months, returned to its ltaI-ISO level: the increase won especially sharp anwog 20-24

year olds. Jobleun imcreases for women wre among thosa 25-54 years of age. Rates for hites

(6.9 percent) and Hispamica.(10.2 perrent) rose is May, and substantial increases also occurred
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for full-tine vorkers (7.1 percent) and for orkhers in the construction (16.3 percent) and trade

industries (8.4 percent). On the other hand, unemploynent rates for teenagers (19.5 percent)

and black end other workern (13.6 percent) were little changed over the sooth. (See tablen A-2,

A-S, and A-9.)

As usualiy occurs with a rise in unesploynent, the nunber of peraoon out of vork for less

than 5 weeks also increaned. As a reoult of this movenent, the average (noon) duration of

uneploynent tell half a veek to 13.2 weehk, its lovent level since taut Septenber. The median

duration of Joblhenses. followed nuit, dropping to 7.1 weenk. (See toble A-6.)

Table A. Major indicators of labor narket activity, easonally adjusted

I Quarterly averages I Monthly data
I . I

Category I I I I Apr. -
1980 1 1981 1 1981 1 May
I I I I I I change

t I I IV I I J Mar. I Apr. ) May 1
HOUSEHOLD nATA

Thousands of nersons
Civilian labor force .......... 1104,2171105,173115,8001106,1771106,7221107,4061 684

Total eploynent ......... 19771 97, 2761 98,012) 98,4121 98,9761 99,2351 259
Unenplynent .1 6,4991 7,8971 7,7881 7,7641 7,7461 8,1711 425

Not in labor force.. 158,9991 59,9061 59,8201 59,5981 59,2191 58,7391 -480
Dicouraged t .rber. 1 9491 1,0551 1,1151 N.A.) N.A.1 N.A.1 N.A.

Percent of labor force
Unnuploynent rates: i I I I I I I

All workers....................... 1 6.21 7.51 7.41 7.31 7.3) 7.61 0.3
Adult en............................ 1 4.8) 6.31 6.0) 5.91 5.81 6.31 0.5
adult on............................ 1 5.81 6.71 6.61 6.6) 6.61 6.81 0.2
Teenagers ................. ' 1 16.41 18.3) 19.11 19.11 19.11 19.51 0.4
lhit ................ 1 5.51 6.61 6.64 8.51 6.51 6.81 0.3
Black and other ................ 1 11.81 14.11 13.21 13.71 13.21 13.61 0.4
Bispanic origin ................ 1 9.31 10.21 11.31 10.71 9.11 10.21 1.1
Full-time workera ................ 1 5.81 7.31 7.11 7.11 6.91 7.31 0.4

1~ ~~ ~~~ 1
ESTABLISHMENT DATA I

I Thousands of jobs
Nonfarn payroll eploynent ............. 191.1201 90,9321 91,6131 91,705j91,490p|91,474p| -

1 6
p

-oodn-prod-clng induntrie ............ 26.6051 25,78r0 26,013) 2
6
,01IO25,830pl25,678p| -152p

Servtce-producing induntrie ......... 164,5161 65,152) 65,6001 
6

5,
6
95165,660p165,796p) 13

6
p

I I I

hours of work
Average weekly hours: I ) ) ) I

Total privute nonfar ................ 1 35.51 35.41 35.41 35.4) 35.4p) 35.3p) -O.lp
Manufacturing ....................... 1 40.11 39.91 40.11 40.01 40.1p) 40.2p) O.Ip
Manufacturing overtie ................ 3.11 2.91 3.01 2.91 

2
.9pl 3.1p| 0.2p

p-prelininary. N.A.-not available.
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Total Employ.ent and the Labor Force

Total employment roen by 260,000 in May (after adjostment for .. asonal variation) to 99.2

millino. AdMlt women accounted for moat of this iocreaaa. Since May 1980, total employment has

grown by 2.1 million, with adult woen cemprining two-thirds of the gain. (See table A-i.)

The civilian labor force grew by 680,000 over the month to 107.4 million. This increans wan

attributable to both adult men and women. At 64.6 percent, the labor force participation rate

for all workera nurpassed its previons all-tine high.

Indostry Payroll Eislovyent

Nonfarn payroll employment tone in line with normal neasonal enpeetations in May and after

adjuntment for neasonality. wan nchanged from the April level of 91.5 nillion. There wore some

offoetting movements, howover, an employment rose narkedly in both the trade and services

industrien, while there wore reductions in construction and government. (See table B-I.)

The decline in constructien johb totaled 125,000, and, while in part a result of strike

octivity, it primarily reflected a continuing deterioration in the industry. After posting

increaose throughout the last half of 19800 constroetion employment hae decreased steadily since

Jemnary of this year.

Ma.ofactoring employment won bheicelly unchanged over the mneth. Movements among the

individual industries were generally emall and offsetting, with machinery employment posting the

largest gain--about 15,000--and transportation equipoent the biggest decline--also 15,000. Over

the longer term, machinery and electrical equipment have shown comnintent growth niece their low

points of last aner .

Employment in mining remained at the April level of 950,000. Employment won off by abost

160,000 in both months as a result of the coal miners' strik.

Job growth contin.ed in the services industry as employment rose by 90.000 over the neth.

Retail trade employment increased by 75,000, recooping most of the job loss ponted between March

and April. Elsewhere in the service-prodocin sector, there wn a smail gain in finance.

i.nsrance, and real estate, while employment in government edged down.
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Rours of Work

The average workweek of production or nonsupervisory workers on private nonagricultural

payrolls edged down a tenth of an hour in May to 35.3 hours, while the manufacturing workweek,

at 40.2 hours, wn- up a tenth. Factory overtioe roan 0.2 hoar to 3.1 hours. (See table B-2.)

There has been little change in total private hourn sice last October, while manufacturing

hourn have generally continued to rise.

Reflecting the alight decline in the average workweek, the index of aggregate weakly hourn

of production or nunuapervisory wrkarn on private nonfan. payrolls decreaurd 0.3 percent in May

to 125.9 (1967-100). The eanufactoring lode, wos little changed over the month. The two

indexes wore up by 2.0 and 2.8 percent, respectively, over the past year. (See table B-5.)

Rnurly end Weekly Earuioe

Average hourly earnings of production or nonsupervinory workers on private nonagricultural

payrolin rose 0.6 percent over the uonth (neason.lly adjusted). Average weekly earnings wore up

0.3 percent fron April. Before adjustnent for .e...nality, averae hourly earnings increased 3

ronts in May to $7.16, 59 cents above the jeer-earlier level. Average wekly earnings wore

$252-03, up $1.05 frnn April and $22.08 from May 1980. (See table 8-3.)

The Hourly Earnings Ide,

The Hourly Earnings loden--earnings adjusted for overtine in nanafacturing, seanonality, and

the efforts of changes in the proportion of workers in high-vega and low-wage induntrie--as

271.5 (1967-100) is May, 0.6 percent higher then it April. The Inden wos 9.4 percent above May

a year go., In dollars of constant purchasing power, the Ide, decre.sed 0.4 percent daring the

12-mooth period ended in April. (See table B-4.)

Revisi-os of Establishment-Based Series for June 1981

The establisbhont-had series on em"ployment, hours, and earnings
in next _onth's employoent Situation release of June date will reflect
the annual revisions to saw benchmark levels and updated .ea.onal
adjustment factoro. At the sane tine, the inde-es of aggregate hours
and hourly earniogs till be converted to a 1977 bane year.
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Chart 1. Civilian labor force and employment
(Seasonally adjusted)
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Chart 2. Unemployment rate--all civilian workers

PERSENT

1909 1970 1571 1972 1973 1974 IS 1978 1977 1978 I979 1590 1901

Chart 3. Civilian labor force participation rote
and total employment-populotion ratio
(Seasonally adjusted)
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Explanatory Note
This news release presents statistics from two major

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

The establishment survey provides the information on
the employment, hours, and. earnings of workers on
nonagricultural payrolls that appears in the B tables,
marked ESTABLISHMENT DATA. Tbis information,
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
166,000 establishments: employing about 35 million
people.

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

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

Coverage, definidons and differences between surveys
The sample households in the household survey areselected so as to reflect the entire civilian noninstitu-

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

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

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

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

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

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

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

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

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

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

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

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

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

Because these seasonal events follow a more or less
regular pattern each year, their influence on statistical
trends can be eliminated by adjusting the statistics from
month to month. These adjustments make nonseasonal
developments, such as declines in economic activity or
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increases in the participation of women in the labor

force, easier to spot. To return to the school's-out ex-

ample, the large number of people entering the labor

force each June is likely to obscure any other changes

that have taken place since May, making it difficult to

determine if the level of economic activity has risen or

declined. However, because the effect of students

finishing school in previous years is known, the statistics

for the current year can be adjusted to allow for a com-

parable change. Insofar as the seasonal adjustment is

made correctly, the adjusted figure provides a more

useful tool with which to analyze changes in economic

activity.
Measures of civilian labor force, employment, and

unemployment contain components such as age and sex.

Statistics for all employees, production workers,
average weekly hours, and average hourly earnings in-

clude components based on the employer's industry. All

these statistics can be seasonally adjusted either by ad-

justing the total or by adjusting each of the components

and combining them. The second procedure usually

yields more accurate information and is therefore

followed by BLS. For example, the seasonally adjusted

figure for the civilian labor force is the sum of eight

seasonally adjusted employment components and four

seasonally adjusted unemployment components; the

total for unemployment is the sum of the four

unemployment components; and the official unemploy-

ment rate is derived by dividing the resulting estimate of

total unemployment by the estimate of the civilian labor
force.

The numerical factors used to make the seasonal ad-

justments are recalculated regularly. For the household

survey, the factors are calculated for the January-June

period and again for the July-December period. The

January revision is applied to data that have been

published over the previous 3 years. For the establish-

ment survey, updated factors for seasonal adjustment

are calculated only once a year, along with the introduc-

tion of new benchmarks which are discussed at the end

of the next section.

Sampling varIabIlity
Statistics based on the household and establishment

surveys are subject to sampling error, that is, the

estimate of the number of people employed and the

other estimates drawn from these surveys probably dif-

fer from the figures that would be obtained from a com-

plete census, even if the same questionnaires and pro-

cedures were used. In the household survey, the amount

of the differences can be expressed in terms of standard

errors. The numerical value of a standard error depends

upon the size of the sample, the results of the survey,

and other factors. However, the numerical value is

always such that the chances are 68 out of 100 that an

estimate based on the sample will differ by no more than

the standard error from the results of a complete census.

The chances are 90 out of 100 that an estimate based on

the sample will differ by no more than 1.6 times the

standard error from the results of a complete census. At

the 90-percent level of confidence--the confidence limits

used by BLS in its analyses--the error for the monthly

change in total employment is on the order of plus or

minus 279,000; for total unemployment it is 194,000;

and, for the overall unemployment rate, it is 0.19

percentage point. These figures do not mean that the

sample results are off by these magnitudes but, rather,

that the chances are 90 out of 100 that the "true" level

or rate would not be expected to differ from the

estimates by more than these amounts.
Sampling errors for monthly surveys are reduced

when the data are cumulated for several months, such

as quarterly or annually. Also, as a general rule,

the smaller the estimate, the larger the sampling

error. Therefore, relatively speaking, the estimate

of the size of the labor force is subject to less

error than is the estimate of the number unemployed.
And, among the unemployed, the sampling error for the

jobless rate of adult men, for example, is much smaller

than is the error for the jobless rate of teenagers.

Specifically, the error on monthly change in the jobless
rate for men is .24 percentage point; for teenagers, it is

1.06 percentage points.
In the establishment survey, estimates for the 2 most

current months are based on incomplete returns; for this

reason, these estimates are labeled preliminary in the

tables. When all the returns in the sample have been

received, the estimates are revised. In other words, data

for the month of September are published in

preliminary form in October and November and in final

form in December. To remove errors that build up over

time, a comprehensive count of the employed is con-

ducted each year. The results of this survey are used to

establish new benchmarks-comprehensive counts of

employment-against which month-to-month changes

can be measured. The new benchmarks also incorporate

changes in the classification of industries and allow for

the formation of new establishments.

Additional statlsties and other information

In order to provide a broad view of the Nation's

employment situation, BLS regularly publishes a wide

variety of data in this news release. More comprehensive
statistics are contained in Employment and Earnings.

published each month by BLS. It is available for $2.75

per issue or $22.00 per year from the U.S. Government

Printing Office, Washington, D.C. 20204. A check or

money order made out to the Superintendent of

Documents must accompany all orders.
Employment and Earnings also provides approxima-

tions of the standard errors for the household survey

data published in this release. For unemployment and

other labor force categories, the standard errors appear
in tables B through I of its "Explanatory Notes."

Measures of the reliability of the data drawn from the

establishment survey and the actual amounts of revision

due to benchmark adjustments are provided in tables

M, P. Q, and R of that publication.
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HOUSEHOLD DATA HOUSEHOLD DATA
Tabba A-1. Employment status of the population by sex and age

I 1m I I F I _ 1

1_____I Sr " I a., * 9 8 l 17.61 8 . I Ar. .981980 I1901 1981 10 1901 191I 91 91 1901
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... . ........ 2.0700 .2.19 2.127 2.0 2.12 2.: 12~71 2 .17 2 .2 2.127
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HOUSEHOLD DATA HOUSEHOLD DATA

Table A-2. Employment sataus of the population by race. sex, and age

848 Apr. 808 Ba, 2A4~~~~~J.. 1.b. .- Apr- M.,
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Table A-?. Reason tor unemployment
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.... 371 370 619 627 6 2 391 9 7

1M.,.1~~~~9l ........ 7.0 6.9 7.8 6.0 87 8. 7.2 .7i3 8.7

..9l~t~ll.1.1206116.1.1* . 9.39 9.90 9.92 9.709 9.058 9,.79 9.889 9.905 9.92

l.11 . 6.~~~~~~~~27 6.21 6.673 6.360 .7 662 668 669 676

5.965 62342 6.329 6.065 6.237 .6.32 6.326 .8 6.0

- - -------- _ 37 200 36 365 368 292 322 30 361
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T.bl. B-1. Enspkw. o no- rit p.y,.Il.roib by industry

ESTABLISHMEidT DATA

l- - -- - -

9.7 19.. A. I,8;. , * 7 A.,.- t.. 8. 4,,;, 9833
2980 198 192 191 290 292 19 1982 28 19 1

TOTAL 90,869 90,817 91,363 91.860 90,468 91,481 '91,653 91,705 91.490 91,674

GOOD9PRODUCING 25,743 21,467 25,3562 23.67925.743 29,042 '23.992 26.010 25,830 2S.670

MINING 2,024 I.086 963 952 1.023 1.098 1.095 1.100 949 951

CONST80CT.0 . . 8.67 4 3.23 4 2986 4,350 .4 36 6,690 4,532 4.326 4.4.1 4.315

MANUFACTURING 2,2,0 , 1 ,: 0,250520,246 I'0.332 20.7,7 20.20 20,343 '27.275 ,2,0 29 ,40 20 6 422

8.IWL1609 9 12 75 .166° 18.466 18 5.86° 8.408 9, IL 22 8,612:2.643 I ,43

636.95 9 672.46679,4 29.3 65I 693 692 6921 90 892

_~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ _ 4, 6 S 4 I 6 2 . 5 1 i i. 5 1 4 07 4j2I'8 ; Tjj2, 55 1

............... 6 ,5 6 7. 8,6 475 677 478 685 168
89.7 62 8 65. 8.2 687.4 663 83 662 662 8 39 852

h*,___N7 1.24,2781 2.29,2 ,225 , 2.302.39 12.24 24 2.33 2.27 12.23 12.23 2.2290t_. ~~~~~~~~~~~~~~~~~1.19.5 1,61215211 1160110 115 11 11 1,7 116

. 2.629,8 2,8013. 2.1623 2.620,2 2.620 21.36 21.62 210 2.629 2.I20

................. I. 1 . 710 1 L: 71 I 6: : , a I0 ::6 71 77 22 72

.. . . .. ........ 2.509,3 2,304.0 .504.3 2,303. 2.217 2.684 2 2.4 2 2.49 2.123
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WIO~SA~ANDbTALTIO . 20,835. 20,876. 2.887,2 2.880,5 2.829 2,766 2.883 2.8791 2.8082 2.868

T f:Nb" 31L,5 I6*0 :116,37 16:W 1,23 1, 16166 16,111 16,111 1.6,07

.............. 699.4 699.5 II 7 I. 702.9 700 702 700 702 703 706
.......... 8 26.6 8097 I236 423. 626 '27 427 426 429 423

. 2.632,@3 2,609.7 2.03,6 1.626,2 2.692 2.601 2.I85 2.872 2I669 2,689
"62.7 679 63.6 63 70 70 72 7I2 732 72

. ................ 8 70.86 933.0 933.0 933.95 869 895 8356 835. .. 857 92

63.....2 9.4 699. 5 690.7 699.2 69 2896 696 693 696 698

. 2.228,3 2,223~~~6:.2 2.226,8I2,226.0 2.120 2.223 2.2 2.18 12.7 2.2269

203.6 208.7 220.3 822.8~~~~~ 20 3 2213 223 223 2212 0212
70. 2.2 729.6 726.0~ 70LI3 723 26 77 7 22 7 23~

.......... 265. 2 260.9 6. 6. 3 6 6 242 262726

SERVICE-P0ODUCING0............. 65.2104 8. 3350 65. 902 8 6.282 86.7 253 85.6640 83. 663 563.6 93 63.660 43.7 98

T96ANSPOTAT3OAAMD PUILLIC
81UTILITIE ................ 3. 167 3 .2I07 3,232 31 .163 35,.67 S. I1242 , 3.63 3.286l 3.262 3.863

898OLE0A9E ARD 86TA12L TRADE ....... 20.6197 20.480 30.720 20.8$99 20.487 20. 762 20. 88 020.92 7 20.808 20. 889
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GOVER94M64T ................. 6.556 16.6081 16.307 26,354 2~6.273 16.135 16.166 16.1221 L6.228 16.072

PEEA.2.........9........ 3 2.769 2.7 7 .22.60 .02 II.794 2.786 2.78 2.779
974092f10CAL 23.58~~~~~~~~~~~'3 I3.639 : 3..2 3322.1 334 2332 .3 3322.9
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TIbM B-2. ANUB9. wokbly Iots of produIeion or nofl p . rS, nr8p6rF 0on k pwm7*t
... Ri9 U pt6291 11P T .OII by Inou BtFI

ESTABLISHMENT DATA

I ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~I

TOTAL PRIVATE ....

KINING .................I.................

CONSTRUCTION ...........................

VANUFACTURING .....................
Om, n .......... ..........

.wa . U ............... ...............

O~m.............................

.... .....................

I--m, .D _.........................

r mU eo 0. 1 ................... .r . .l ........................

blore ala m7Wt ................
.o _..1 ....................

1,,, ; .a ---- -..............

I . m .....................
TA T .0.........I..P.............

O~t r............ .............

Tw ..b~d v ..... I........... .....
To . ..........................

T~ . . .......................

L .R ...E......R...........
= - o , ................. .....
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rd .....................
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UTILIT7E3 .................................
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RETAIL TRADE ..............................

....
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42.7

36.,

19.3

19.5

2.

31.6

40.6
39.1

19.3

*0.1
15.2

19.1

19.1
39.8
35.3

36.9
42.3
42.1

39.3

312.9

38.5
29. 9

L9.. 49,.

35.2 35.2

42.2 43.5

37.2 36.9

39.9 39.1
2.9 2.6

42.1 *0.1
2.9 2.1

19.2 19.0

18.8 39.2

lo.s I o. 9*1 II *0.3

#1.2 40.9
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40.6 39.9
38.9 38.6

39.0 18.
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40.0 19.4
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*2.6 62.4
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Ih7
1980

35.1
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': I
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17. I
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1I3

*0.9
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,2.7
37.3
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31.6

37:4.
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30.2
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38.6 19.8::0:1 30.2
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T.bI. 5-3. Av.ra.g hourly and okb ... arni.ngsof production or non.up. r .... Y woryrs on pri-atO

nonagricult-rl payrolls by industry

I~~~~rv~~~ Yf. YrAprn. Y~ Y* 4r. Apr....... 947

2880 2882 282' 2982 2880 2 98 2818 2882

TOTALPRIVATE . 6.57 ... 2 8.7.3 87. 29 22.5 82.2 8250.9 252.23
^ ~~~~~~~~~~~857 7.22 7.27 7.27 232.61 252.68 252.42 253.20

MINING. 9.08 9.86 9.72 .70 387.72 .16.09 422.82 423.89

CONSTRUCTION. 9.77 10.45 27.44 20.54 360.51 388.74 385 .2 38 883

MANUFACTURINC .. 7. 3 7.80 7.87 7.18 20. 22 312222 312.44 327.28

088AI. 40008 7.40 8.35 8.42 *.47 772.72 337.37 338.92 344.73

5.2 5.4 579 .8 20227 223482222 222

c=nuoa .o 7.45 7.94* 8.2 8. 24 3302.47 23335.2 7334.28 337.00
lbrin - - -hlrsnd a -. ....... ..............9..... ......... 0. 2 0 .8 3 7 .67l 1 51 0 1d 27 7 3 7 32 .3 7 4 4 5 .2 61 4 8 .6 0

F>71 7.32 7.99 8.03 8.13 292.07 32 .38 323.61 332.52

.r~chi~~e7-~b87..... ..... ..., .,.,, c.. , , , , 7.92 8.69 8.73 8.82 522.73 358.03 356.8 3S6.27

Es~f~e~wei. 8.78 7.9 7.52 7.59 26 6.5 3021.1 28 930 373.2
Tnnrilt * ~~~~~~~~~804 17.0 22.7 201 0.37 362.4 925.22 11 26.58 478.36

......... . ......................... .7 7 23 7.2 7 32 270 8 26 ° 283. 6 28 8 294.26

r7ro0*.oo 6.42 9.98 7.04 7.07 248.45 272.22 273.25 277.85

pukr,.0 6. 2 7. 2 7 37 7.38 270 75 285 77 28 .64 2I2.64
T ~~~~~~~~~~~~~7.64 8.56 8.78 8.92 285.67 327.68 326.88 359.47

r..2...NnQa.. 6.80 5.36 5.35 5.58 285.02 2236 0 320.79 227 35
0i0 A . .......- ............... 6.45 6.961 6.88 4.87 257 .08 276.85 274 .59 279.42

__.3iir *~~~~~~~~~~7.65 832 838 8.4 328.24 0 352. 34 35*5.532 3960.582

ehz-|84040804 7.66 8.03 01 8 08 276 54 287.1 285.57 300.58

0. .. . ..... 8.27 8.84 8.92 86 . 337.62 567.74 370. 5 675 .4
72 10 07 22.25 226 2. 6 25.96 78.60 682. 489.06

clbaeS ~~~~~~~~~~~.6 6.89 7.06 7.22 247.26 286.09 285.22 289.78
L0.w .d n -. *6.53 4.8 4 .92 .97 ' 67 62 127895 278 10 ' 83 .3

388.9IIOOTATIOrOAP4OP002.10uTILITIES . 8.72 8.8 8.s54 8.58 342.70 372.54 374.92 377.65

W98OLESALEAO408ETA7LT8800E .5.42 5.89 5.87 5.89 272.80 286.83 288.63 288.48

08808.600LE TRADO . . 6.88 74 . 7 .6 7.54 2.5.37 286 .4 28 837 292 .0

O6TA8LTRAOr. 4.82 5.20 5.22 5.22 244.22 254.84 257.22 254.60

,4r6.6C9.lrssuRA,026.AO40EAL6OTAT6 5.70 6.2 6.28 6.22 225 77 224.70 226.33 224.80

OERVICES . 5.19 4.30 6.30 6.32 287.02 225.38 225.38 20. 77

s r _ 8. -. .............. 7 2-.3..7 7

.YOT....... 10:04 b u :23 17 r 4_ b 7n : 25 ^10 .4.48.
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Tobi. B-41 Howrdy earnings Ildoo for production or n psponup lory Wor.,, on prINto
Nonorlcotrsl pyroll. by IndUotry diololon. _o.oally adjooted

EsTABLISHMENT DATA

TOTAL. PRIVATE NONFARMW

248.2 6. 6. 866 266 288 272. 9.4 0.
29077M ~~~~~~~~~~~~~~~102.2 200.6 201.0 100. 201.2 20. 8.. 22 (3

07MOO .... ......... 2804.2 302.2 I06. 209. 222.0 222.0 322., 9 .
COSRUTO ................. 234.2 242.3 20. 262220. 20.3 223 73 .
069094 ........f...... 2325.0 270.4 2 72. 6 274.6 2 76. 6 2 79.6 T I6. 02.
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2 86 royooy 2.746 .6 -....... 2 1 3 2 .9 .6 26.
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MOTT, O- 2,RA04 b .~o4,,
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M40C8.2
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21980 2961
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99.4 96.7 92.2 96.2 99.2 89.2 2~~~02.03 20. 0. 9. 0. 00.4 8.
82.4 77.4 73.4 72.4 77.7 80.3 64.2~~~~~~~~~~~~~~~ 86. 86.2 63. 84.:28628.

.. .............. 92.3: 92.2 891.9 92.2 24.3 9229. 679.0 629. 799.

9260. 908.28.9 768. 90. 9:0. 60. 89. 902 03
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- ------------- 96S.7 94. 9 2.9.6 832.0 96.3 2. I9. 69900. 91949929.
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9.M.8,4M.8M0408*AMO . ~~~~~~~268. 222.4 8209.2 227.2 220.2: 232. 232.2 7237.0 230 .82312.3 22.25 228.9: 240.0

T0.AOE 220.2~~~~~~~~~~3 229.21 228.9 220.4 220.9 222. 232.6 220.9 22. 22. a32822. 2.

O980L6OALETRADO 233.~~~~~~~~~~~7 230 .6 232.0 832.9 22 .3 233 .6 22.022.9 032.0 A2. 234.2 234. 232.6

7124A96C8. 290028A81CE 4760~~~~~~~~~~~~~~~~~~~~~~~~~~~00:1 :6 ~
OEALES7AT8 249.7~~~~~~~~~O 2932.2 10.222.983. 23. 222.4: 03. 23222. 62.2240 234.2226.3T
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Table B-.. Indexes ot dlff-alon: Pecont of Industrlcs In which employment' Increased

1978

Mrch ......................... 71.8 80.2 79.9 8l.I

40thl.8.6..... . ......... 9 74.7t 74.7 84. 6
.y..................... 6. 73.0 7.3 .7

64.2 66.6, 74.7 62.6

4~ly .1.61................0SI.D .................. 68.0 73.3 86.2
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how ;er ~~~ ~ ~~~68.0 78. 8 2.0 76.20.73.3~~~~~~~~~~~~~~~~~~~~~7 21. 782 76.
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Bureau of Labor Statistics Washington, D.C. 20212

FOR CURRFNT DATA ONLY: USDL 81-294

(202) 523-1222 523-1239 TRANSM1ISSION OF MATERIAL IN THIS RELEASF IS

(202) 523-1913 523-1208 EMBkARGOFD UNTIL 9:00 A.M. (E.D.T.), FRIDAY,

rPOR TECHNICAL INFORMIATION: JUNE 5, 1U8l

IlciiiaO Thomas (202) 272-5113
(Z02) 272-5108 (202) 272-5123

Advance copies of this release are made availahle to the press with the explicit

understanding that, prior to 9 a.m. Eastern tine: (1) Mlire services will not move over

their wires copy based on information in this release: (2) electronic nedia will not feed

such information to member stations; and (3) representatives of news organizations will

not contact anyone outside the dorsal ot Labor Statistics to ask questions abont or

solicit comments about information in this release.

PFODUCER PRICE IIIDEXES--'AY 1901

The Producer Price Ilden for Finished Goods moved op 0.4 percent on a seasonally

,ad lusted basis rom April to May, the bureau of Lnbor Statistics of the U.S. Department of

Labor reported today. This was only half as large as the April advance and was the

smallest increase so far this year. Prices for intermediate materials rose 0.5 percent,

ouch less than in most recent months. Crade material prices moved down 0.5 percent,

tollowing a 1.5 percent advance in April and a 1.3 percent drop in March. (See table A.)

table A. Percent changes Iron preceding month in selected stage-of-processing

price indexes, seasonally adjusted*

I I Finished goods I Inrtrnediate goods I Urude goods

i i I i I I Foods i ;pIFodntnffsl I

I Total IConsuOnd Other I Total I and I Other I Total I and 1Other I

I jonth I I toods t I I feedsol I I feedstuffsl

I I .I I .l* I I

1lla 19801 o.5f 0.4 1.5 i U.6 I 4.11u.4 i. i 1.5 i__i

IJune .. .. .1 . I . i .91 .7 1 .5 1 .d I .u 1 1.7 1 -.4 i

Ju ly.. 1.7I 3.71 1.11 .91 4.11 .11 5.3 1 .5 12.4 1

A g. i 1.21 Z.71 .71 1.0 1 6.01 .71 4.6 1 6.1 1 2.4 1

1Sept .. .3I .5 1 ..I .5 1 .71 .51 1.4 1 .7 1 2.3 1

Oct. . I .v;, .75 1.1 .17 1 5-2! .I I.l 1. I5

loon... I .71 .3 I .81 .9; 1.5; 1I 1.1 .2 12.4 1

10c...I l.4; 1 I .41 1.1 1 -5.61 1.61 -.8; -2.6 1 .1

1Jan. 19811 1.OrI .lr; 1.2r1 1.3rl .2rl 1.4rl .2r1 -1.1 1 2.0rI

Iteb h.. .hrl -irl l.Irl .2rl -3.7rl .4rl .drl -3.3 1 6.3rl

lat. . 1.31 .8 1.41 1.1 1 -2.6 1 1.3 1-1.3 1 -2.0 1 -.4 1

IApr .. .8 1 0 1 1.0 I 1.1 1 .5 1 1.1 1 1.5 1 1.5 1 1.4 1

1May .... I .4 1 ( I .5 1 .5 1 -.2 1 .. I -.5 1 -2.2 1 1.5 1

1 - I I - - - I I I I - - I I - - I I

J Intermediate materials for food nanf.acturi-g -ad feeds.

Data for Janurry 1981 have been renised to reflect the availability of late reports

and correctIons hy respondents. For this reason, some of the figares shown above and

elsewhere in this release nay differ fron t!ose previo::sly reported.

r- revised.
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The tlao slowdown in the rinished ioods Price Index was due to a decline in the index
rar finished energy goods and a moderation is advances for consumer nondurables other than
toods snd energy. The 0.5 percont drop In finished energy prices was the first decrease
since February 1978. Consumer food prices were unchanged for the second consecutive
nonth. Capital equipnent prices, however, continued to rise rapidly.

Before seasonal adjustoent, the Producer Price Inden for finished Coods moved up
0.4 percent to 268.9 (1967-100). Fror Moy 1980 to ;lay 1981, this iden rose 10.5 percent.
The finished energy goods ilden was 19.1 percent higher over the year, the cons-mer foods
inden and the index for tinished consuner goods other than foods and energy both rose
b.1 percent, and capital equipment prices increased 10.9 percent. The Prndncer Price Index
tor internediate goods rose 10.7 percent since May 1980, and crude material prices were
15.2 percent higher than a year ago.

rinished goodo

Finished consumenr ZOds. The Producer Price Index for finished consumer goods hoved
up 0.2 percent in May, the smallest nonthly increase since the somnmr of 1978. Price- for
rnisshed energy goods fell 0.5 percent, after rising very rapidly in the previous 6 months.

Table n1. Percent changes in finished goods price indexes, selected pcriodsa

- ' - Changes fro. preceding month, seasonally adejsted IChange in I
I I __ _ _ _ __ ___ _ _ _ __ __ I finished I
I I I I Iinished con.suer goods emcluding foodnignods from I

I I ICapital IFinishedj _ I 12 oonths I
I Month IkiniShed! equip- Iconsunerl I I I ago I
I I goods I nent I goods I Total I Durables I Nondnrahbls I (used 1.)

Ilapy i9guI 0.5 1 I.J 1 U.f I .5 I 0.1 1 0.7 I IJ.5 I
IJune ... I .b I .7 1 .9 1 '.0 1 1.5 1 .7 1 13.C I
JIly .... 1 i.7 1. 1.2 1 1.9 I 1.0 t 1.5 1 .8 1 14.6 1
Aug ... I 1.2 1 1.0 1 1.2 1 .6 1 .6 1 .5 1 14.8 1
Iept...I .3 I .1 1 .i I . ' -.1 1I . .4 1 1I3.1
luct. .. I .9 1 1.7 1 .8 ! .8 1 1.5 1 .4 I 13.1 I
INov .. I .7 1 .h I * .9 1 .5 1 1.2 1 12.4 1
I1'C .... I .4 1 .4 1 .3 I .4 1 -.2 1 .9 1 11.9 I

II I I I I I I I
1an. 19811 I.Or I I.lr I .9r I 1.2r I .Ir I l./r I lI.lr I

eb .... I .hr I .5r I .6r 1.2r I .Ir I I.7r I 111.4 I
liar. ... I 1. .7. 1 1.4 1 I.h I .1 1 2.4 1 1).5 I
jApr. . .. I ., I .8 1 1.1 1 .7 1 1.2 1 10.6 1
May ....| .4 .9 .2! .31 1.0 I .1 . 10.5 1

* :Mats nor Jan-ary 1981 have hens teised to retnet the o-vailahility of lotr reports
and corrections hy rospoodents. For this reason, snme of the figure. sho, n above
and eIsewhere in this release may ditlir trom those previously reported.

r- revised.
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Gasoline prices declined 1.8 percent and the index for home heating oil decreased 1.2 per-

cent. On the other hand, the natural gas index rose more rapidly than in recent months.

The index for finished consumer goods other than foods and energy rose 0.6 percent,

compared with a 0.9 percent increase in April. The passenger car index rose 1.2 percent,

following a 1.4 percent advance in April. Price increases slowed markedly for books,

soaps and detergents, household furniture, and alcoholic beverages. Prices for tobacco

products, plastic dinnerware and tableware, and electric lamps and bulbs were unchanged,

following substantial advances in the previous month. In contrast, prices for luggage and

floor coverings moved up more than in April.

The index for finished consumer toods was unchanged for the second consecutive

month. This index showed virtually no net change over the last 6 months. Decreases

occurred for fresh and dried vegetables, pork, eggs, refined sugar, roasted coffee,

vegetable oil end products, and milled rice. On the other hand, advances were registered

for procexsed pnwltrv, fis:., soft drinks, an. thule hlack pepper. Prices for beef and

veal edged up, after declining at a rate of 22.7 percent in the 6 months ended in April.

Capital eqnipment. The Producer Price Index for capital equipment rose 0.9 percent,

the same aS in April. Price increases for heavy motor trucks accelerated considerably.

Increases also occurred for most other capital goods; asme of the largest advances were

for agricultural machinery, construction machinery, chemical industry machinery, and

commercial furniture.

Intermediate materials

The Producer Price Index for Intermediate Materials, Supplies, ind Components rose

0.5 percent seasonally adjusted from April to May, considerably less than in most recent

months. Although price moderation was exhibited by a wide variety of goods, large

increases continued for some products, particularly those derived from petroleum.

The index for intermediate materials less foods and energy registered a 0.7 percent

advance, following a 1.0 percent jump in the previous month. The sharpest slowdown within

this grouping occurred for the construction materials index, which rose 0.6 potcent

compared with a 1.5 percent rise in April. Prices edged down after surging in the prior

month for plywood, fabricated structural metal products, asphalt roofing, bituminous

paving materials, valves and fittings, and switehgear and switchboards. On the other

nand, large advances occurred for softwood lumber, heating equipment, building paper and

board, structural clay products, and gypsum products.

The index for nondurable manufacturing materials rose 0.7 percent, less than in

April but the same as in Uarch. Prices for leather and inedible Eats and oils turned down

following advances in the previous month, and finished fabrics and plastic resins moved up

only slightly after much larger advances in April. On the other hand, large increases

were recorded for industrial chemicals, synthetic fibers, processed yarns, paint

materials, paperboard. synthetic rubber, nitrogen-tes. And phosphates. Mont of these

advances reflected the pass-through of the substantial rise in crude petroleum price.

earlier in the year.

The durable m"anufacturIng materials index moved up 1.2 percent, the sane as anmonth

earlier. Prices advanced for nonferrous mill shapes, jewelers' materials, and primary

sinc, copper, and gold. Tin and silver prices continued to fall, howener, and prices for

lead turned down following a 2-mooth upsurge.

Price movements for manufacturing coeponents were ge-.mral1y nmderate; hoe..ver,
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prices advanced sharply for foundry and forge shop products and fluid power equipment.
Among other intermediate goods, there were increases for some plastic products, while
prices for explosives turned down following a steep April risc.

The intermediate energy goods index edged up; in contrast, these prices had climbed
at a 37.4 percent annual rate during the 6 preceding months. Diesel fuel and liquefied
petroleum gas prices turned down following large increases in April. Residual fuel prices
declined for the second consecutive month, and commercial jet fuel increases decelerated
markedly. However, coke and lubricating oil material prices rose sharply. Electric power
prices also continued to rise.

The intermediate foods and feeds index edged down 0.2 percent. Sharp decreases were
registered for refined sugar used in food sa'oufacturing, flour, and crude vegetable oils.
In contrast, prices advanced substantially for feeds and animal fats and oils.

Crude ,aterials

The Producer Price Index for Crude Materials for Further Processing decreased
0.5 percent in Mlay on a seasonally adjusted basis, after increasing 1.5 percent in April.
The index for crude foodstuffs and feedstuffs declined 2.2 percent, following a 1.5 percent
rise in April and sharp decreases in each of the 4 months before that. Creen
corfee prices, which had been stable for several months, moved down almost 24 percent.
Prices for raw cane sugar declined 18.4 percent, even more than in each of the preceding
3 months. Prices tor cattle, hogs, wheat, and corn fell after turning up in April. Cocoa
bean prices also decreased markedly after rising for 4 consecutive months. On the other
hand, prices for live poultry turned up for the first time this year, and hay prices
increased rapidly. Oilseed prices also rose, but much less than in April.

the index for crude nonfood -aterials other than energy moved up 3.2 percent, about
the same as in April. Price increases ior iron and steel scrap accelerated, and prices
ter nonferrous scrap and natural rubber turned up after falling for several months.
Prices for sand and gravel, leaf tobacco, and potash also advanced. On the other hand,
prices for raw cotton turned down sharply, and cattlehide prices decreased more than in
April.

The crude energy materials index moved up 0.i percent, slightly more than in April.
The natural gas prices rose 3.5 percent, considerably more than in any-recent month, but
crude petroleum and coal prices edged down.

Producer Price Indexes Will Shift to lew Base Next Year

BIeginning with the release of January 1982 data in February 1982, most Producer
Price Indexes will shift to a new base year. All indexes currently expressed on a base of
1967-100, or any other base through December 1976, will be rebaned to 1977=100. Only
indexes with a base iater than December 1976 will keep their current base. Rebasing of
PPH data is part of a comprehensive rebaning of indexes published by the Federal
Govermient. (See Technical Note, "Federal agencies updating base year of ind.ccx to
1577," in the February 1931 issue Wf lotlihfi Lhor P.-veu.) The gust previous rebasing at
PPI data occurred in January 1971, when the current 1967 base wan substituted for the
tormer 1957-59 base.

Historical data for each PPF series on the new base will be available from LS on
request.

To convert any continuous index series on the 1967 base to a new continuous series
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on the 1977 base, divide each index value on the former base by the index value for the
new base period and multiply by 100. For example, the August 1980 index for steel mill
products was 301.0 (196/-1007. To convert that index to a base of 1977-100, divide 301.0
by the 1977 annual average for steel mill products on a 1967-100 base, which was 229.9.
The August 1980 index for steel mill products on a base of 19/1/-100 thus becomes:

(JOL.0/229.9) x 1(10 - 130.9

aebasing an index does not affect the calculation of percent changes over time,
except for possible rounding differences, so long as all calculations are performed with
indexes expressed on the same base. Long-tem business contracts with escalation clauses
which make changes in selling or buying prices dependent on percent changes in specified
PPI series should, therefore, not be substantively affected by the rebasing next year.
However, contracts with escalation clauses which make price changes dependent on changes
in index points nay be greatly affected by rebasing. (Sec "Escalation and Producer Price
Indexes: A Guide for Contracting Parties," ZLS Report 570, available on request.)

83-655 0 - 81 - 19
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Brief Explanation of
Producer Price Indexes

Producer Price Indexes measure average changes in
prices received in primary markets of the United States

by producers of commodities in all stages of processing.

These data were previously presented as the Wholesale Price

Index. The nanse "Producer Price Indexes" is now being

used to reflect more accurately the coverage of the data.

The sample used for calculating these indexes continues to

contain nearly 2,800 commodities and about 10,000
quotations selected to represent the movement of prices

of all commodities produced in the manufacturing, agricul-

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

public utilities sectors. The universe includes all com-

modities produced or imported for sale in commercial

transactions in primary markets in the United States.

Producer Price Indexes can be organized by stage of

processing or by commodity. The stage of processing

structure organizes products by degree of fabrication

(i.e., finished goods, intermediate or semifinished goods,

and crude materials). The commodity structure organizes

products by similarity of end.use or material composition.
Finished goods are commodities that will not undergo

further processing and are ready for sale to the ultimate
user, either an individual consumer or a business firm.

Capital equipment (foirnerly 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 pur-

chased by retailers and used by consumers. Consumer foods

include unprocessed foods such as eggs and fresh vegetables,

as well as processed foods such as bakery products and

meats. Other finished consumer goods include durables
such as automobiles, household furniture, and jewelry,
and nondurables such as apparel and gasoline.
* Intermediate materials, supplies. 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.

Crude materials for further processing include products

entering the market for the first time which have not been
manufactured or fabricated but will be processed before

becoming fmished 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.

INTERME5IATE MATERIALS. CRUDE MATERIALS
| AUTO/TRUCK GOO/ SH PPLIE DAND COMPONENTS I

IUaTOTttUCK aet ,N1
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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. Fur example, suppose that a price
rise for steel scrap results in an increase in the price of
steel sheet and then an advance in prices of automo-
biles produced from that steel. The 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 AD Commodities Index uses
the total shipment values for all commodities at all stages
of processing. On the other hand, the Finished Goods
Price Index would reflect the change in automobile prices,
the Intermediate Materials Price Index would reflect the
steel sheet price change, and the Crude Materials Price
Index would reflect the rise in the price of steel scrap.

To the extent possible, prices used in calculating
Producer Price Indexes apply to the first significant com-
mercial transaction in the United States, from the produc-
tion or central marketing point. Price data are generally
collected monthly, primarily by mail questionnaire. 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 Government agencies. Prices generally are
reported for the Tuesday of the week containing the 13th
day of the month.

In calculating Producer Price Indexes, price changes for
the various commodities are averaged together with weights
representing their importance in the total net selling value
of all commodities as of 1972. The detailed data are
aggregated to obtain indexes for stage of processing
groupings, commodity groupings, durability of product
groupings, and a number of special composite groupings.
Each index measures price changes from a reference
period which equals 100.0 (usually 1967, as designated by
the Office of Management and Budget). An increase of 85
percent from the reference period in the Finished Goods
Price Index, for example, is shown as 185 0. This change
can also be expressed in dollars. as follows: 'The price
of a representative sample of finished goods sold in
primary markets in the United States has risen from $100
in 1967 to S185."

A Note about Calculating
Index Changes

Movements of price indexes from one month to another
are usually expressed as percent changes rather than changes
in index points because index point changes are affected
by the level of the index in relation to its base period,
while percent changes are not. The following example
illustrates the computation of index point and percent
changes. (See box.)

Percent changes for 3-month and 6-month periods are
expressed as annual rates that are computed according to
the standard formula for compound growth rates. These
data indicate what the percent change would be if the
current rate were maintained for a 12-month period.

A Note on Seasonally
Adjusted Data

Because price data are used for different purposes by
different groups, the Bureau of Labor Statistics publishes
seasonally ac sted as well as unadjusted changes each
month

For analyzing general price trends in the economy.
seasonally adjusted data usually are preferred because
they eliminate the effect of changes that normally occur
at about the same time and in about the same magnitude
every year-such as price movements resulting from
normal weather patterns, regular production and marketing
cycles, model 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
estate leases.

Iodea Poit Chacce

Fintrred Goods Price Index 185.5
less previous inde 184.5
equals inden poirr rhangr 1.0

1Adm fiv-te Clrars

loden paint change 1-0
divided by the previous inde 184.5
equao 0o005

-eItst .mutiplied by 100 0.005 X t00
equal. index porcent chenge 6.5
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Table 1. Producer price Indexes and percent changes by stage of processing
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Table 2. Producer price Indexes end percent changes for selected commodity
groupings by stage of processing
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Table 2. Continued-Producer price indexes and percent changes for selected
commodity groupings by stage of processing
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Table 2. Continued -m Producer price indexes end percent changes for selected.
commodity groupings by stage of processing
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Table 3. Producer price indexes for selected coinmodity groupings
( 1q67: 1 00 )

| I Unadjusted index

Connodi ti G..roupioq ! Jan. (908 1o! May I981 1'

code ___________________________________________________ I ~ - ~ -

All C...oditis .................... . ........................ 1 204.6 i 293.7
All Currnditi:, (1957-59=100) .... ............... ; 302.0 | 311.6

MAJOR COMMODITY GROUPS

Pam products and processed foods and feeds. I 258.0 i 252.6
0) Farm product...2. - - 259 .0
02 Processed food and feeds............ 253.4 240.

lndustrial conodi ties...I 291.2 1 304.)
03 Iectilo products and apparel9...0 I 2 6.0
04 I Hides. tinsIather. and reluted products ....... ... . I 250.2 2 265.9
05 Puels and related products and pouer -...... 634.6 - 706.
06 Ci ad a)ied puts . .................. I 274 8 2 024 0
07 Rubbor and plastI products... 233.
0o Lun.er and wood products .I 296.6 297.0
09 Pulp, paper, and alled products.. I 261.3 271.6
10 M..els and netal produt. .294. 299.2
11 Machi nary and quip.ent . 253.2 2670.6
12 ......... PFurnitr0 and d dur.blos1. 93.9 197.
13 Hoonstall)coinoral products 296.6 I 311.7
Is Tr.nsportatioc eguipoent . Dec... ......... ...... ..1 264 .3 2663.I5 Miscellaneous products .. 26.3 6.

I Industrial cnoemdities loe- fuel sand re Satedi
prcducts and pow.r..255.4 262.6

OTHER COMMODITY GROUPINGS

O1-2 Grais ................ 277.7 257.7
013 Liesto........... 4. 1 251.0

01-0 _ Plant and aninal fibers .11 .) 050.
0a-8 Hay. hayse.ds, and oilse.ds. . ...... 0 , . 59
01-9 Other .a.m products 2591.1 259.7
021 Cereal and butory produts . 251.1 255.1
02-2 Meats, poultry, and fish... 240.9 240 2
02-5 I Sunar and confetionery. .. 344.6 265 3
02-6 I Hecerages and bexerage nuterials.I . ..... ...............................243.0 245.0
02-63 I akgd bou-race cater a).I i~.314.4 3)t4.5
0Z25 I Packqe bve.g maeial ............... ............. .................... 2..... .|314.2 2324365
02-7 Pats and oils. 23.2 220.6
04-4 Other ,atter and related produt. 20.I 249.3
05-0 Gas fuels ZI 576.19 9035.4
05-7 Refined petrolecn products ./. - 736.9 3

06- Dru. ..dph......ane..li.a...................3.7 D2:u
06-h dgriccltural cheAinals and products .267.5 270.6
Z06-7 Other chica2s and alied products244.2 2.
02-I Rubber acd rubber..............Products. .................... 3 259.
07-1 C rcde rubber .. 279. 202.9
07-13 Mibb .................... 6. 2 8 2486
08-1 I ...........Lumbr 331.6 334.9
09- I ....... .Pulp .paper .and products, excluding building . 26 9 27

I ,..Idp .,-~~~b d2466 250.paper and bcard .. 0.9 270.
09-15 I Concer ted paper and paporboard products 2.......................l... 426.-69 5
10- 1 Iron and stenO ............ : I 32 2.6 3320
10-13 5teel oill products.. . .0
10-2 IHf ......o..nr.rn .......nt ..a . ..... I 292.0 287.8
11-3 tetalworking nachi nery and euipont ... I 28 6 i 299.5
11-4 I Gere purpusn achi nery and u pent7.6 205.3
I1-7 I Electrical nachinury and equipment . ... 9 2 210.0
11-9 I Mioccllancous machi~nery and oguicen . I 23. I24.
13-Z2 I Cuncreet ingre ....... 290.0 297.2
;1-1" |11otor cohicle and eg ipipne3t.25 22 I 25.3

14-s-0 1 lotr tucs .................. ........................... ................ . ...... :.: I . I 1:
14-411-02 Mtrtuk.152 I 259.3
15-4 Potorphic ui pent and supplies.................. 2.4
15-9 I Other eisce . lanous products . ........................... 4.3 .

11 Data for Joe 1901 hane be rexise to refloct the
anailabi it of late rep orts and corrections by
respondents All data are Scblent to revision 4
months after original publication.

2I Prices of some items in this qroupinq are laqqed I mnuth.
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Chart 1
Finished Goods Price Index and its components

1971 - 81
3-month annual rates of change

(Seasonally adjusted)
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Chart 2
Intermediate Materials Price Index and its components

1971 - 81
3-month annual rates of change

(Seasonally adjusted)
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Char-t 3
Crude Materials Price Index and Its components

1971 - 81
3-month annual rates of change

(Seasonally adjusted)
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Representative REuss. Thank you very much, Ms. Norwood. Cer-
tainly the increase in unemployment is significant.

Ms. NORWOOD. It is significant.
Representative REIss. I want to try with you to see what has

happened. Overall, jobs remained about the same, but construction
industry fell off, and that was about offset by increases in services
and retail trade. And then the increase in unemployment was due very
largely to a lot of people, mostly women, entering the labor force,
but not being able to find jobs.

So you had a larger total labor force and the same number of jobs,
and obviously, when that happens, unemployment goes up. That is
roughly the picture, is it not?

Ms. NORWOOD. Yes, sir. I believe so. Of course, most of the increase
in unemployment this month was among men, not among women. That
is in part-

Representative REIuS. A man loses a job in the construction ihdus-
try, and a woman gets a job in the service or retail trade.

Ms. NoRwoOD. Yes.
Representative REuss. Trying to put this in human terms-you

have got, let's say, Mr. and Mrs. Schultz. He is a construction worker,
an electrician, 33 years old, four children. Mrs. Schultz is a home-
maker and does not work outside the home. Schultz loses his job as an
$11 an hour construction worker. He manages to get a job as a mainte-
nance employee in a McDonald's restaurant at $5 or $6 an hour.

Mrs. Schultz, confronting the family budget, the huge mortgage
payments on the home, the car, the trailer, the boat, the furniture, and
the medical payments, doffs her kitchen implements and says, "I'm
going out to work," and thus, at that moment, becomes a member of
the work force. But she cannot find a job.

That is about what has happened, isn't it? We have more members
in the work force but the same number of jobs. That results in misery
for the Schultzes.

Ms. NORWOOD. Unemployment is an extremely difficult problem for
any family. However, what happened in May was that the labor force
growth, which had slowed during the economic downturn last year,
has now resumed its vigorous growth.

About two-thirds of the growth in the labor force over the last year
came from women workers either entering or reentering the labor
force. Some of them, I am sure, were people who entered in accordance
with your example, the Schultz family. Others, I believe, however,
entered for other reasons.

The view that many have expressed-that the behavior of the male
and female labor force components of the 1970's was going to end
may not be here. I think these data are bringing that view into ques-
tion. It is too soon to know whether this trend is going to continue,
but I believe that the trend of vigorous labor force growth, especially
for women, will continue in the future. The data here that we are re-
leasing show that that is the case.

It is also true, as you point out, that the goods-producing sector
which has in the past tended to have a primarily male labor force, is
growing very slowly. The service sector is growing faster.
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Mr. BREGGER. I would like to add one more comment, referring to
the Schultz family. In recent years, what we find to be a little more
typical is that Mrs. Schultz has left the kitchen already and has got-
ten a job, perhaps on a part-time basis, but even more likely on a
full-time basis, in the service-producing sector of the economy. And
if Mr. Schultz loses his job, there is atleast more of a cushion in the
family than was previously the case. The situation that you described,
of a family, whether there be two or four kids in it, in which there is
only one worker, is not very typical any longer.

Representative REUSS. In your modification of the Schultz case his-
tory, as a part-time worker, Mrs. Schultz was a member of the labor
force, wasn't she?

Mr. BREGGER. Yes.
Representative REUSS. How part time can you be and still be a

member of the labor force? If you work 1 hour a week, are you a mem-
ber of the labor force?

Mr. BREGGER. Yes.
But the 1-hour example is certainly not typical at all.
Ms. NORWOOD. I think it is important to recognize that 3 out of every

4 women who are working are working full time, and 3 out of every 4
women who are looking for work are looking for full-time work.

Representative REUss. That is a very helpful addendum.
While the biggest single group of the 260,000 addition to the labor

force was women, of course, that wasn't all. What part did teenagers
seeking summer jobs have if any? May is a little early. But, what can
you tell us about that ?

Ms. NORWOOD. Mr. Chairman, we looked at the distribution of labor
force change and unemployment change, by individual year of age,
because we wondered whether perhaps there might have been a sea-
sonal problem in that the academic year may have been shortened. But
we found no evidence in the data to show that.

Representative REUSS. Though the unemployment rate was up sig-
nificantly from 7.3 to 7.6, you point out that the rates for teenagers
and blacks didn't go up.

Ms. NORWOOD. They are already rather high.
Representative REUSS. They are already tragically high. But I can-

not remember offhand a period when there has been as steep a jump
in the overall rate unaccompanied by any jump at. all in the black and
teenager rate. Can you? It is quite unusual.

Ms. NORWOOD. We can look that up and supply that information.
[The following information was subsequently supplied for the

record:]
In April 1980, the national unemployment rate registered a significant in-

crease, while the. rates for blacks and teenagers did not.

Ms. NORWOOD. You are right that this change appears to be basical-
ly men and it appears to be basically goods producing. Manufactur-
ing is flat. Construction has not been doing very well, for a variety of
reasons. And that is where the male labor force has traditionally been.
Now, much of that is changing as the economy in general is changing
toward a service-producing economy.
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Representative REEss. You say manufacturing was flat-with some
up-and-down movements to constitute the average. Can you give us
some examples of the uppers and the downers, respectively F

Ms. NORWOOD. Yes; as you know, these movements are really not
statistically significant. But durable manufacturing was down some.

Nonelectrical machinery had the biggest increase, followed by ap-
parel and other textile products. The largest decline was in transpor-
tation equipment with smaller declines registered in fabricated metals,
primary metals, and stone, clay, and glass products.

It is really a pretty stable situation in manufacturing.
Representative REUSS. Would you say that the reason why manu-

facturing was in general stable, whereas construction was again down,
was due very largely to the extraordinarily high level of interest rates
that we are now enjoying-or not enjoying?

Ms. NORWOOD. The high level of interest rates has to have an effect
on the economy. It has an effect, really, in different ways. For em-
ployers, for example, it has an effect on their decisions on purchases
of equipment. I believe, however,.that producers tend to look at the
real rate of interest, and the real rate of interest is considerably less
than most people, so far, at least, have recognized.

Consumers, on the other hand, are affected a little differently.
They are concerned about large purchases, durable goods, cars, wash-
ing machines, and houses. Their actions are affected by two issues:
Their expectations of inflation in the future; and also their ability to
cope with the large interest payments that they have to make.

There is some evidence that on the west coast, where housing, new
house financing, has been, to a very large extent, with variable rate
mortgages, that-housing starts have been somewhat higher than in
other parts of the country, and construction employment has been
stronger than in other parts of the country.

Representative REUSS. I don't believe we saw the BLS release on
wages and productivity last week. You say the Employment Cost
Index showed a marked acceleration in employment compensation-
wages, salaries, and employers' costs of worker benefits. We don't have
that information before us.

Could you give us the highlights of that, if you have it available!
Ms. NORWOOD. The reason I included this is because I believe that

the Employment Cost Index is a series that should be watched. There
is evidence of upward pressure in the wage area. One would expect
that because of declines in real wages that have occurred over a con-
siderable period of time.

The Employment Cost Index is a relatively new series, an impor-
tant one, we believe, because it combines a carefully designed ap-
proach to the collection of data on occupational wages and salaries
with the cost to employers of the supplements to wages and salaries.

The last quarter, compared to a year earlier, has shown some really
strong increases. That is not unexpected, as I said, after a period of
real wage decline.

Representative REUSS. We have already jubilated about the splen-
did 4.3-percent productivity increase in the first quarter, which was
obtained, really, from that simplest of all ways of getting produc-
tivity up; namely, have lots of growth and spread your unit costs,
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your fixed costs, over more units of production-as any bright 3-year-
old could figure out.

What is up ahead? We have had 2 months of the second quarter
under our belt by now. Whether we had productivity increase, since.
we have about as many people working about the same number of
hours, of the same luscious character as in the first quarter, 'depends on
whether growth continues to expand. Any signs and portents in the
first 2 months as to whether that might be true in the second quarter ?

Ms. NORWOOD. In the first quarter, output grew 71/2 percent. And that
is very high. If one looks at the data on, for example, industrial out-
put, they are still up, but they are slowing.'Most of the economy seems
to be-giving evidence of a slowdown in production and activity. I
would be surprised if that very vigorous growth of the first quarter
were to continue. We will have to wait and see.

I should point out also, of course, that the GNP data are revised
many times. This is very vigorous growth of the first quarter may
still be revised. '

'Representative REirss. Right; well, it was revised once, upward.
The second revision showed it was even more:vigor'ous than the first-
vigorous visit. Was anything done by 'way of revising the productivity
growth factor? One would have thought, if growth went up on the
second look, that productivity would have gone up even more splendid-
ly too.

Has there been a revisiting of that one, the 4.3 percent I
Ms. NORWOOD. Of course, the 4.3 percent compares to 3.9 percent,

which was before the revision.
Representative REuss. That is the doctored, fixed-up version.
Ms. NORWOOD. The revised version.
Representative REuss. Legitimately doctored.
Ms. NORWOOD. Yes, sir.
Representative REuss. Let's get back to the second quarter again.

You have the same number of people working the same number of
hours in the second quarter so far. One would think that they, overall,
would have gotten more familiar with their jobs, and we read that
everybody is feeling better about life under the new administration;
that they would have put even more moxie into their daily work.

Therefore, I put it to you that there is every reason to hope that
productivity increases in the second quarter will confound the
skeptics, and look pretty good-unless it turns out that benevolent
employers, a la Japan, have been retaining people they don't really
need, which would be a change in the way things are done, of quite
cosmic proportions, but it may be. What do you think?

Ms. NORWOOD. I come from a family that likes moxie. Let me just say
that employers do keep employees on payrolls, as they move ahead.
We need to see what really is going to happen to output before we
can determine where productivity will be. I repeat that the first quar-
ter output was exceedingly high We will have to wait to see whether
the second quarter can get anywhere near that.

Representative REuss. How did it get so high, though, with the same
number of workers working the same number of hours-workers who
weren't as experienced, by definition, and who were not embued with
confidence that they would be feeling better a year from today than
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they do today ? Whatever they were doing in the fitst quarter, I would
love to find out, so we can do it again. So would you.

In reporting that energy prices have slowed substantially, you note
large increases for some petroleum-based products. Do you envisage
further ripples, or do you suppose that most of the oil price increase
effects have now been passed through?

Ms. NoRwoOD. There appears to be an adequate world supply of oil.
We have had a surge in oil prices; now a decline. We still have some
further passthrough, probably.

Perhaps Mr. Layng might like to add something.
Mr. LAYNG. Most of the passthrough has occurred. A lot will depend

on the demand situation. If it is strong for those products, the oppor-
tuuity to recoup cost increases of the past would be better. If demand
is weak, then it would cut off the passthrough and make it less than it
otherwise would be. But we have obviously had a substantial piece of it
so far. There should not be a great deal more of it left out there.

Representative REuTss. Thank you very much, Commissioner Nor-
wood and gentlemen. As usual, we are tremendously grateful for your
contribution to our committee.

[Whereupon, at 10 :40- a m., the committee adjourned, subject to the
call of the Chair.]
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