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EMPLOYMENT-UNEMPLOYMENT

FRIDAY, OCTOBER 8, 1982

CONcGRESS OF THE UNTTED STATES,
JOINT ECONomIC CoMMrTEE,

Washington, D.C.
The committee met, pursuant to notice, at 9:30 a.m., in room 2128,

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

Present: Representatives Reuss, Mitchell, Hawkins, Dicks, Faunt-
roy, Hoyer, Mikulski, Obey, and Vento; and Senators Jepsen and
Sarbanes.

Also present: James K. Galbraith, executive director; Louis C.
Krauthoff II. assistant director: Charles II. Bradford. assistant direc-
tor; Betty Maddox, assistant director for administration; and Mary
E. Eccles, professional staff member.

OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REUSS. Good morning. The. Joint Economic Commit-
tee will be in order for this hearing on September's unemployment.

We meet in an atmosphere of general economic emergency. Today's
sad unemployment rate, 10.1 percent, is one of many problems. There
isn't any recovery in spite of hopes and promises of the last 2 years of
the administration.

Housing starts, retail sales, automobile sales, industrial production,
new factory orders all are down. Capacity utilization has fallen to 69.4
percent. It stands at barely half of the available supply of plant and
equipment in such basic industries as steel and autos. As a result, each
new report brings fresh reductions in plant and equipment investment.
Meanwhile, around the world, tight money and high interest rates in
the United States have reaped financial havoc. The econoiies of our
trading partners, particularly Latin America, have entered a state of
collapse. The world system, in financial and trade relations, is in
danger.

If it fails, a precious resource will have been squandered. Those who
seek a peaceful reconstruction will face a long tough task.

Trickle down economics, Reaganomics. has failed. It is not trickling
down. Under trickle down, wealthy indiiiduals are getting richer and
large conglomerates are indulging in merger mayhem. Most of the
people are suffering as they haven't suffered since the Great Depression
of the 1930's.

If unemployment continues at the levels reported this morning, at
least 30 million people will be among the victims within 1 year.

Yesterday, according to press reports, the Federal Reserve over-



threw its rigid tight money policy and decided to bring interest rates
down rapidly and aggressively. If true, and it is almost too good to
be true, this reflects a belated recognition by the Federal Reserve that
this Nation is in deep peril, but the administration shows no signs of a
similar waking up.

Instead, the President travels around the country repeating tired
slogans about his balanced budget amendment, blaming policies long
past for troubles which have been brought to a head by his own
actions.

This morning, administration spokesmen once again resorted to the
unpromising device of blaming America's working women for inflat-
ing the unemployment statistics.

Yesterday's action by the Federal Reserve and today's 10.1 unem-
ployment figure confirmed that an emergency exists.

The Joint Economic Committee will meet a number of times during
the congressional recess this month and in November to hear testi-
mony on the current economic crisis and on the policy changes that are
now required.

I have been asked by Senator O'Neill and Senate Minority Leader
Robert Byrd to conduct such hearings. The schedule of the first hear-
ing will be announced very shortly.

Chairman Volcker of the Federal Reserve will be called to testify
at an early date, and I invite all members of both parties to join in
this investigation.

Senator Jepsen.

OPENING STATEMENT OF SENATOR JEPSEN, VICE CHAIRMAN

Senator JEPSEN. Thank you, Mr. Chairman. I am pleased to see and
hear that hearings will continue through this election time. I see the
Joint Economic Committee is well prepared this morning with aittrac-
tive pictures of Herbert Hoover and President Reagan.

The success of the Reagan administration, up until now, in correct-
ing the ills that beset the American economy is the question of the day.
In the heat of the current election campaign, a number of allegations
have been leveled, suggesting that the Reagan program has not
worked. Most of these complaints, however, fail to consider the dismal
economic conditions inherited by this administration. It is only proper
to take this into account.

After all, it would have been unfair to judge the Roosevelt admin-
istration on the basis of the 1934 unemployment rate of 21.7 percent
without putting it in the perspective of a 1932 rate of 23.6 percent.

What makes an evaluation of this sort even more complex is that
unemployment is only one facet of the overall economic situation.
Other considerations, such as the recent history of price changes, levels
of interest rates, and patterns of productivity growth impact on the
set of policy options available to an incoming administration and its
level of performance.

Further complicating matters, Mr. Chairman, is the operation of
adjustment lags in the economy, which we are all too familiar with
here in the Joint Economic Committee. The performance of the econ-
omy in the first year of a new administration is, in many respects,



already predetermined by the actions of its predecessors. An economic
legacy is bequeathed from one administration to another.

In the case of the Reagan administration, it did not receive a hand-
some bequest. It is estimated that the unemployment rate inherent
in the economy at the timie the administration took office was 8.5 per-
cent., up 2.6 percentage points from 4 years earlier.

In addition, the rate of price inflation had surged upward to double
digit levels. Interest rates were soaring. Finally, there had been no
appreciable growth in productivity since 1977.

Judged against this background, the Reagan accomplishments of
roughly halving the rate of price inflation-we call it disinflation-
and producing a decline in interest rates---even the drop late yester-
day-while suffering only a modest increase in unemployment, seem
substantial.

Using the so-called "misery index," the sum of the rates of price
inflation and unemployment, as a measure of performance shows that
during the Carter years it increased from 13.5 to 20.6 percent, an up-
ward change, Mr. Ohairman, of 53 percent.

During the first 8 months of this year, that index stood at 15.3 per-
cent, which is down 26 percent from the last of the Carter years. Not
quite all the losses of the Carter period have been recouped, but a good
start has been made.

Far from failing, the Reagan programs seem to be producing very
significant improvements in the American economy.

I will have more to say, I am sure, later on. I just want to make
these points: No one takes any pleasure at all in having to discuss or
talk about -an increase in unemployment. The rise in unemployment is
due to the recession, but Reagan did not cause this recession. Heinherited it.

I have two further comments on that. First, the recession's seeds
were sown n the late 197 0's and 1980. The Federal Reserve's very
fast money growth in early 1981 simply kept the recession from coming
earlier.

Second, this is a fact, according to the National Bureau of Economic
Research, which dates all recessions, this one began in July 1981, be-
fore the Reagan economic program was even enacted. Therefore, you
cannot blame the Reagan administration for the recession.

Thank you, Mr. Chairman.
Representative REUSs. Thank you, Senator Jepsen. Congressman

Mitchell.

OPENING STATEMENT OF REPRESENTATIVE MITCHELL

Representative MITChELL. Thank you very much, Mr. Chairman.
You and I and all the members of the Joint Economic Committee

have fought here month after month, witnessing a steady climb in
unemployment. One month it remained the same, and that is the same
as saying that the Nation's condition remained critical.

Now we have an appalling rate of 10.1 percent, and I am angry,and I think other people should be angry. Doesn't this dreadful manknow what enormous economic and psychological pain lie is imposing
on millions of people? Doesn't he care?



If he cares, it seems to me he would act to end the pain, but, no, all
we get are tedious servings of platitudinous rhetoric.

As I understand it, the Egyptian leaders who had the pyramids
built, built them on the backs of thousands of slaves whose bodies are
still buried under the pyramids. It seems to me that this man is
attempting to build his own ideological economic pyramid on the
bodies of the unemployed in this Nation.

Just like the pyramids of Egypt, which are now crumbling, this
attempt, this economic pyramid that he is attempting to build, will
also erode and fail and has failed.

Congress must bear its share of the guilt. I can't understand for the
life of me how some Members of Congress have the temerity, the audac-
ity, to attempt to campaign for election on the basis that Reagan's
program has worked, while we witness 10.1 percent unemployment.

No; there will be no relief from President Reagan. There will only
be exhortations to stay on course. I tell you right now, as I predicted
that 10 percent unemployment, I am predicting that by the end of
February, based upon all economic studies, unless something is done, a
substantial change, the unemployment rate is going to reach 11.3
percent.

Doesn't he understand that behind these numbers are human beings
who are suffering?

Mr. Chairman, I ask unanimous consent to read a statement and
have it entered into the record.

Representative REUSS. Without objection.
Representative MITCHELL. At 9:15 a.m., I walked out of Penn Sta-

tion in Baltimore, carrying my suitcase, joking and kidding with cab-
drivers. Three cabbies were standing near my car, and I asked them
were they having a caucus meeting, which evoked a lot of laughter.

The young man was standing in front of my car. He looked like
1,000 other young black men I have seen. He was about 22 to 24
years old, wearing blue jeans, a navy blue wind breaker, tennis shoes,
and no hat. His face showed hurt and trouble. "Hey, how you doing?"
I said, and he replied that he had been standing in front of my car
waiting to talk to me.

My car is easily identifiable by the congressional tags and the
Mitchell bumper stickers on the rear window. I told him I might have
been gone for hours. He told me he was just going to stand there for
as long as it took, because he wanted to talk to me.

Then, suddenly like a dam bursting, tears were running down his
face. It all just poured out of him, and I am quoting him and the
language that he used. "I am falling apart in my mind, I have gotten
out of the service, honorable too, and I just can't find a job. I've been
looking and almost begging for a job. I'm down to my last $200 in
savings and I'll pay to get a job. I'm breaking up, breaking up inside.
I just want to work."

I gave him a handkerchief and asked him a few questions. His name
was Jerome. I have eliminated the last name. He was living with his
girlfriend, and I quote: "I won't go back to that house until I have
a job."

I told him not to stand there, but to go someplace where I could
reach him later that day. He said he would go to his grandmother's
house, and he gave me the address.



As I started to back my car up, I looked at Jerome again. He had
crouched there beside the wall-- -Penn Station has a wall about that
high-and tears which he simply could not control were running down
his face. I got out of the car, put my arm around his shoulder and
told him I would take him to his grandmother's. He said, "No, thanks,
I don't want any favors, I don't want any money. I will walk, but
1 have to get a job before I destroy inside me."

In the past I have been able to give guys like that something to
do around my house, cleaning the cellar, washing windows, or paint-
ing, but I couldn't hire anybody else.

Fortunately, T ran into a young black businessman who promised
he might be able to hire Jerome in about 1 week. I called the manager
of an employment agency. He said he would see Jerome the next
morning and help him find work.

The tragedy is that there are 10,000 Jeromes in my city with tears
welled up imside of them and tears which might burst at any moment.
You tell that young man Jerome. you have the audacity to tell him and
his 10,000 counterparts, that this man's program is working, it is a
tragedy and a disgrace.

Thank you, Mr. Chairman.
Representative REUss. Senator Sarbanes.

OPENING STATEMENT OF SENATOR SARBANES

Senator SAmuINsFs. Mr. Chairman, the figures presented to us this
morning are absolutely devastating. We have been pointing this out
for months to the administration and urging it to change its course. It
has refused to do so. The President, in fact, refuses to even recognize
the problem.

At his last press conference, the President said, certainly the rate of
increase in tnemployment in the last 6 months of 1980-thiis is part of
his concerted effort now underway to avoid any responsibility for what
is occurring in the economy-was just about as great as has been at any
time since.

Now, the movement in the unemployment rate in the last 6 months
of 1980 was not up but down, and those figures for the last 6 months of
1980 for the unemployment rate, beginning in July were 7.8, 7.7, 7.5,7.5, 7.5, and 7.3 percent.

Now we are in dire difficulty in this country when the President of
the United States cannot even state the facts accurately and is telling
the American people that there was an increase in tie unemployment
rate in the last 6 months of 19 80-namely, the last 6 months of his
predecessor-an increase during those months as great as has been at
any time since.

Now that rate went down in a 6-month period. What has happened
to it since then when this administration took over? It staved in the
low 7 percent range: 7.4, 7.4, 7.4. 7.3. 7.3. 7.3. 7.5, 7.4. and 7.2 in July
1981. Six months into this administration.

Now, they were handed some difficult economic problems when they
came in, but they were. not handed a recession: they were not handed
an economy that was moving downward. Six months into the Reagan
Republican administration, the unemployment rate was 7.2 percent.



Since July 1981, the unemployment rate has started to move up
and up and up, until today it crosses the 10-percent mark, the highest
unemployment we have confronted in -this country since 1940. Mil-
lions of Americans are out Df work.

I call on the President and his supporters in the Congress to recog-
nize the crisis which the Nation is facing, and I suggest to the Amer-
ican people that if they will not respond to this crisis at the very mo-
ment when the people are about to make the choice at the ballot box,
what response can we expect from them in the months to come?

I think the predictions that I heard earlier this morning of a con-
tinuing climb in the unemployment rate are something that ought to
be of very deep concern to all Americans. We now confront the worst
unemployment in 42 years; 42 years.

We see a climb in the rate from just over 7 percent in July 1981,
14 months ago. We now find ourselves over 10 percent-this serves to
underscore the national economic crisis.

Representative REUSs. We welcome today a new member of the Joint
Economic Committee from California, Representative Hawkins.

OPENING STATEMENT OF REPRESENTATIVE HAWKINS

Representative HAWKINS. Thank you, Mr. Chairman. I note that
when we had debate on the Full Employment Act in 1978 with this
committee, I didn't know exactly what type of committee we were
dealing with.

I am delighted to join with you today, although on this occasion I
am not so sure it is going to be a pleasure.

I disagree with my colleagues in only one point, and that is, in my
opinion the Reagan policies are succeeding. Their intent.was to in-
duce recession and create unemployment, and they have done precisely
that. So, I think we are facing the unfortunate situation in that his
policies, having succeeded, have created not only high unemployment
and a recession in his fight to limit inflation, but unfortunately, and
I think he fails to recognize this, prices are still rising. So we haven't
bought very much.

I would hope that this committee will assume its rightful role in
the policy process, not only analyzing these statistics, but also sug-
gesting alternatives.

There are many alternatives that are available; the alternatives so
as to right these policies, as was the original intent of the Joint Eco-
nomic Committee.

I think we can serve a useful and constructive purpose by pointing
out not only the deficiencies of these policies, but suggesting remedies.
Thank you very much.

Representative REUSS. Thank you. The committee welcomes a num-
ber of very fine Members of the Congress, who are not members of
the committee; later on, after Commissioner Norwood has testified,
I am hoping that they will join in any questions.

We welcome Mr. Fauntroy of the District of Columbia; Mr. Dicks
of Washington; Mr. Obey of Wisconsin; Ms. Mikulski and Mr. Hoyer
of Maryland; and Mr. Vento of Minnesota. You are most welcome.



We now have the unpleasant duty of listening to the bad news
brought, however, by the person who has our total respect. Commis-
sioner Norwood is a very professional, very dedicated, absolutely
outstanding member of the Federal service in good times and bad.
She is very welcome here.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BU-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOM-
PANIED BY THOMAS J. PLEWES, ASSISTANT COMMISSIONER,
OFFICE OF EMPLOYMENT STRUCTURE AND TRENDS; AND KEN-
NETH V. DALTON, ASSOCIATE COMMISSIONER, OFFICE OF PRICES
AND LIVING CONDITIONS

Ms. NonwooD. Thank you very much, Mr. Chairman.
I am, of course, very pleased to be here to review with the com-

mittee the data which we released this morning.
The labor market showed further signs of weakness in September.

Employment remained weak, hours of work declined, and the Nation's
unemployment rate rose to 10.1 percent.

Both the size of the labor force and the number of unemployed
usually decline in September. This year, the labor force in Septem-
ber declined less than usual, and the number of unemployed persons
remained at 10.7 million before seasonal adjustment. As a result, after
adjustment for seasonality, the labor force increased by about 340,000,
and the number of persons without jobs rose to almost 11.3 million.

Total employment, as measured by the household survey, was un-
changed after seasonal adjustment, and the employment-population
ratio-the proportion of the working age population with jobs-stood
at 57 percent. The number of workers on nonfarm payrolls declined.
Nonfarm payroll jobs for the private sector-excluding Govern-
ment-were little changed over a month. However, job losses occurred
in the already -hard-hit manufacturing industry and in wholesale and
retail trade. The factory workweek fell for the second consecutive
month.

Since the prerecession peak in July 1981, employment in manu-
facturing has declined by 1.8 million. Three-quarters of these jobs
losses were in durable manufacturing industries, especially transpor-
tation equipment, primary and fabricated metals, and machinery.
Some of these industries began to go through serious structural dete-
rioration in the late 1970's: the current recession has exacerbated the
employment problems in these declining industries.

The service-producing sector of the economy, which employs about
three ont of every four American workers, is generally less affected by
recession than the goods-producing sector. Since 1981, service sector
payrolls have declined by about 190,000 jobs. The service- producing
sector continued to grow during the early part of the current recession;
since May, however, this sector has lost more than 400,000 jobs. In
September, retail trade employment declined by 45,000 as retail stores
failed to hire the usual number of workers in anticipation of the
pickup in fall and winter sales.

The employment data for September always reflect an increase in
State and local government as school personnel return to their jobs.



This year that increase was far less that then usual, partly because
of the decline in the school-age population.

Usually in September there is a large decline in the number of
workers who want full-time jobs but are forced to accept part-time
employment. This did not occur this year. Typically, in September
the number of persons on short hours declines as employers react to a
diminished labor force by restoring hours to those who are employed.
This change did not occur, and as a result, the number of persons on
short workweeks rose by 950,000 to 6.6 million, after seasonal adjust-
ment. These data from the household survey appear consistent with
the drop in hours of work reported in the business survey.

In September, the household survey shows that the labor force pat-
tern for young persons, who normally return to school in September,
was about in line with prior experience. However, the adult male labor
force, especially for those 25 years and over, rose more than usual,
and their unemployment increased. Their jobless rate rose from 8.9
to 9.6 percent. Since the recession began in 1981, the unemployment
rate for black men has climbed from 12.7 to 19.8 percent, and the rate
for white men has risen from 5 to 8.6 percent.

Jobless rates for adult women and teenagers were about unchanged
over the month. Although up somewhat from prerecession levels, their
rates have been considerably less affected by the downturn than those
of adult men.

In addition to the data for the month of September, our release this
morning reports on the number of discouraged workers; these data
are reported only on a quarterly basis. This group-persons who re-
port that they are not seeking work because they believe no jobs are
available-rose by 120,000 from the second to the third quarter of this
year to a level of 1.6 million.

I think it's important to recognize that several external factors may
have affected the employment situation in September. The decline in
the school-age population undoubtedly has reduced the number of
teachers on local government payrolls. Changes in university financing
arrangements may have affected the employment patterns of college
students.

In addition, changes in the unemployment insurance law became
effective in mid-September. The changes permitted those who had ex-
hausted their benefits to qualify for Federal supplementary compensa-
tion. A preliminary count from administrative records indicates that
approximately 280,000 persons registered for these benefits during the
week of September 12-18. That's the same week as the survey week.

These changes in the law could have provided some incentive for
some workers who had previously had attachment to the labor force
but were not counted as unemployed in August, either because of dis-
couragement or for other reasons, to register for Federal supplemen-
tary compensation and to resume job search. It is difficult to quantify
the possible effects of these factors with any degree of precision.

In summary, the data for September show a weak job market. After
- adjustment for seasonality, the unemployment rate rose, factory em-
ployment and hours continued to decline, and employment cutbacks
spread into the service-producing sector



Now, Mr. Plewes, who handles our labor force work, and Mr. Dalton,who is responsible for our price work, and I will be glad to try toanswer any questions.
[The table attached to Ms. Norwood's statement, together with thepress release referred to follows:]

UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT METHODS

X-ll AlM metlW X-11
neft Rawe

__t S4I w a 2-= u (MIL2

(1) (2) (3) (4) (5) (6) (7) (8) (s)
1981

September ................ .... 7.3 7.6 7.6 7.5 7.6 7.6 7.6 7.6 0.1Ocoer 1................. .... 7.5 8.0 8.0 8.1 7.9 7.9 8.0 8.0 .2November ............... .... 7.9 8.3 8.3 8.4 8.3 8.3 8.3 8.4 .1Decenber......... ...... 8.3 8.8 88 8.8 8.8 8.6 8.8 8.8 .2
1982

January........................ ... 94 8.5 8.6 8.5 8.6 8.7 8.5 8.5 .2February ..................... 9.6 8.8 8.7 8.6 8.8 8.9 8.8 8.7 .3March ...................... 9.5 9.0 9.0 8.9 9.0 9.3 9.0 9.0 .4
Apil ..................... ... 9.2 9.4 9.3 9.4 9.5 9.4 9.4 9.4 .2
May . ................... 9.1 9.5 9.3 9.9 9.8 9.4 9.5 9.7 .6June ................. 9.8 9.5 9.5 9.4 9.2 9.4 9.5 9.5 .3July.................. 9.8 9.8 9.7 9.8 9.6 9.6 9.7 9.7 .2August ................................... 9.6 9,8 9.8 9.8 9.7 9.7 9.7 9.7 .1September.............................. 9.7 10.1 10.1 10.1 10.1 9.9 10.2 10.1 .3

Sor U.S Deaotmet of Lab, Ieao of Lata Statstics, Ofter 1982.
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THE EMPLOTHENT SITUATION: SEPTEMBER 1982

The Nation's unemployment rate rose to 10.1 percent in September, and the number of jobs in

nonagricultural establishments declined, after seasonal adjustment, the Bureau of Labor
Statistics of the U.S. Department of Labor reported today. The unemployment rate was 9.8
percent in August. Since the pre-recession peak of July 1981, the overall rate has risen by 2.9
percentage points.

Total employment-as measured by the monthly survey of households-was about unchanged in

September at 99.7 million. Nonfarm payroll employment-as measured by the monthly survey of
establishments-dropped by 230,000 to 89.0 million. Baployment declines continued in the
manufacturing sector, and the factory workweek was down four-tenths of an hour.

Unemployment

After seasonal adjustment, unemployment rose by 450,000 in September to 11.3 million, and

the overall unemployment rate rose three-tenths of a point to 10.1 percent. Adult

men--especially those over 25 years of age--accounted for nearly all of the September increase
in unemployment. Their unemployment usually declines at this time of year, but did not do so

this September. After seasonal adjustment, the jobless rate for men 20 and over rose to 9.6
percent. Unemployment rates for adult women and teenagers were about unchanged at 8.3 percent
and 23.7 percent, respectively. The increase in unemployment was reflected in the jobless rates

of both white (9.0 percent) and black (20.2 percent) workers, whereas the incidence of

joblessness among Hispanics was unchanged at 14.6 percent. (See tables A-1 and A-2.)

Joblessness among blue-collar workers was up 1.4 points to 15.6 percent, while unemployment

among white-collar (4.8 percent) and service workers (10.7 percent) was unchanged over the

month. Among the major industry groups, unemployment rates for construction and manufacturing
workers rose to 22.6 percent and 13.8 percent, respectively. (See table A-5.)

The number of unemployed persons seeking work for 15 weeks or longer was up in September,

with the increase concentrated among those out of work for more than 6 months.. Both the mean

and median duration of unemployment rose, the mean to 16.6 weeks and the median to 9.5 weeks.

(See table A-6.)

In addition to the increase in joblessness in September, there was also a large increase

after seasonal adjustment in the number of nonagnicultural workers on part-time Schedules for

economic reasons; their number was up 950,000 over the month to a record 6.6 million. These are

workers whose hours were cut back or could only find part-time jobs. (See table A-3.)
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he iabor Force and Total ploynent

The civilian labor force grew by 340,000 in Sepember o 111.0 million, seasonally adjusted.
Virtually all of this increase took place among adult =n. Mult women, however, have accouncted
for the largest share of the 2.3 million Increase in the labor force over the past year--1.7
million. Oaer this sane period, the number of adult men in the labor force has increased by
sore than 900,000, while the number of teenagers has dropped by over 300,000. (See table A-i.)

Employment was about unchanged in September at 99.7 million, seasonally adjusced. Since the
pre-recession peak in July 1981, ccal employme.t hs dropped by 1.1 .illon, with adult men
accounting for vtrtually the entire decline. The proportion of the population employed, at 57.0
percent in September, has declined by 1.5 percentage points over the same period.

Discouraged Workers

The number of discouraged workers (persons who report that they want to work but are not
looking for jobs because they believe they could not find any) rose for the fifth consecutive

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

Category

HOUSFHOLD DATA

Civilian labor force...................
Total employment....................
Unemployment........................

Not in labor force.....................
Discouraged workers.................

Unemployment rates:
All workers.........................
Adult men.........................
Adult women.......................
Teenagers...........................
Vhi ts.............................
Black...............................
Hispanic origin.....................
Full-time workers...................

ESTABLISMENT DATA

Nonfarm payroll employment.............
Ooods-producing Industries.
Servnc-producing industries..

Average wckly hours:
Total private nonfa rm...............

nufacturi n r......................
!tanufacturing overtimee..............

Thousands of persona
108,667 110,168 110,715 110,522 l10,644 i10,980 336
100,654 99,740 99,764 99,732 99,839 99,720 -119
8,013 10,428 10,952 10,790 10,805 11.260 455

61,746 61,852 61,807 61,842 61,867 61,710 15
1,094 1,497 1,619 N.A. N.A. 1  N.A. N.A.

Percent of labor force

7.4 9.5 9.9 9.8 9.8 10.1 0.3
6.0 8.4 9.1 8.8 8.9 9.6 0.7
6.7 8.2 8.3 8.4 8.2 8.31 0.1

19.1 .22.8 23.9 24.1 24.0 23.7 -0.3
6.4 8.4 8.8 8.7 8.6 9.0 0.4

15.8 18.5 19.2 18.5 18.8 20.2 1.4
9.8 13.31 14.41 139 146 14.6 0
7.0 9.3 9.7 9.5 9.46 1 0.1 0. 5

Thousands of lobs
91,360 90,029 8

9
,280p 89,535 89,268p 89,038p -30p

25,646 21,179 23,67Sp 23,84 23.639p 23.516p -93p
65,711 65,8510 65,605p 65,695 65,629p 65,

49 2
p -137p

Hours of work

35.1 34.9 34.8p
1  

34.9 34.8p 31.8p Op
3981 9.1 38.9p 39.21 39.0p 38.6p -0.4p
2.9 2.41 2.4p 2.41 2,4pi 2.3pi -0.1p

p-proiimlnAry. N.A.--t available.p~praliminary.



quarter, reaching 1.6 million in the third quarter of 1982. All of the third quarter increase
(120,000) was among women. Three-fourths of all discouraged workers were not seeking work
because of job-market factors. (See table A-11.)

Industry Payroll Employment

Nonagricultural payroll employment, at 89.0 million in September, was down 230,000 over the
month after seasonal adjustment and has fallen by nearly 2.4 million since July 1981.
Over-the-month reductions were concentrated in the durable goods manufacturing industries, which
lost 80,000 jobs; retail trade, down 45,000; and State and local government, which declined by
90,000. (See table B-1.)

Among the durable goods industries, transportation equipment employment decreased for the
second month in a row, dropping by 30,000 in September and 70,000 since August. Machinery also
continued to decline, losing an additional 20,000 jobs over the month, while primary and
fabricated metals jobs were down by smaller margins. There was little movement among the
individual nondurable goods industries. Overall, manufacturing employment was down by 85,000
over the month and has declined by 1.8 million since July 1981. Employment was about unchanged
over the month in mining and construction.

Employment in the service-producing sector, which had shown some strength early in the
recession, declined by 140,000 in September and was down more than 400,000 from last May. The
over-the-month drop was due entirely to the job losses in trade and State and local government.
Mst of the seasonally adjusted decline in State and local government resulted from the fact
that September hiring in schools was less than usual for this time of year, as school systems
continued to adjust to smaller enrollments and tighter budgets; a small part of the decline was
due to teacher strikes.

Hours of Work

The average workweek of production or nonsupervisory workers on private nonagricultural
payrolls was 34.8 hours in September, seasonally adjusted, about the level that has generally
prevailed since last September. The factory workweek, however, fell 0.4 hour over the month to
38.6 hours, which was below the 1973-75 recession low. Factory overtime was down 0.1 hour to
2.3 hours in September. (See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private
nonfarm payrolls declined 0.3 percent in September to 103.8 (1977-100). The manufacturing index
was down 1.4 percent over the month to 85.2 and has fallen more than 12 percent over the past
year. (See table B-5.)

Hourly and Weekly Earnings

Average hourly and weekly earnings both fell 0.1 percent in September, after seasonal
adjustment. Before adjustment for seasonality, average hourly earnings were up 7 cents to
$7.76, 36 cents above the year-earlier level. Average weekly earnings, at $270.05, were down 64
cents over the month but rose by $10.31 over the year. (See table B-3.)

The Hourly Earnings Index

The Hourly Earnings Index (HEI) was 149.9 (1977-100) in September, seasonally adjusted, 0.1
percent higher than in August. For the 12 months ended in September, the increase (before

seasonal adjustment) was 6.0 percent. The HEI excludes the effects of two types of changes
unrelated to underlying wage rate movements--fluctuations in overtime in manufacturing and
interindustry employment shifts. In dollars of constant purchasing power, the HEi increased 0.8

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



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. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
177,000 establishments employing about 36 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-A presents a special group-
ing of seven measures of unemployment based on vary-
ing definitions of unemployment and the labor force.
The definitions are provided in the table. The most
restrictive definition yields U-1, and the most com-
prehensive yields U-7. The official unemployment rate
is U-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-
lion: 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.

Seaonal 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
zs 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 monihilo-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, vuch as declines in economic activity or

18-365 0 - 83 - 2



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 probztly 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 3.75
per issue or $31.00 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 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. 0, P. and Q of that publication.
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Table A-2. Employment status of the population by race, sex. age, and Hispanic origin
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HOUSEHOLD DATA
Table A3. Selected employmnt Indicaors
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HOUSEHOLD DATA
Table A.5. Major unemployment ind0c3tors, seasonally sued
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Table R.I. Employees on nonaigricultural payrolls by Industry
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Table 83. Average hourty and weekly earnings Of production Or nnsupervisory workets on private nonagricultural
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Representative REUSS. Thank you, Commissioner Norwood.
What happened to the manufacturing workweek, the number of

hours worked in September as opposed to earlier?
Ms. NORWOOD. It is down.
Representative REUSs. In other words, not onl did a lot of people

lose their job, but those who were working have fewer hours to work?
Ms. NORWOOD. That's right, sir. The manufacturing workweek is

down four-tenths of an hour, and in durable manufacturing, it's down
more.

Representative REUSS. What is that figure?
Ms. NORWOOD. Seven-tenths of an hour in durable goods

manufacturing.

RISING UNEMPLOYMENT IN SERVICE AND RETAIL INDUSTRIES

Representative REUSs. Did I hear you right that not only were
things worse in manufacturing, but that unemployment has now
spread to the service industry and retail industry, usually thought of
as being much more resistant ?

Ms. NORWOOD. Yes; for a very long period of time during the current
recession, the service-producing sector continued to grow. The reces-
sion is now having some effect on the service-producing sector, and this
month in retail trade in particular. Government, of course, is declining
both at the State and local level and at the Federal Government level.

Representative REUSS. You have just told us that not only is unem-
ployment up by three-tenths of a percentage point, but that the work-
week in manufacturing is declining, and unemployment has spread
from manufacturing and service and retail trades.

That news is not consistent with talk about recovery, is it?
Ms. NORWOOD. As you know, there are many economic statistics

which need to be evaluated, in order to look at recovery and recession.
Unemployment often tends to lag at the outset of a recovery, but there
is no sign of improvement in the employment situation in these data.

Representative REUSS. Senator Jepsen.
Senator JEPSEN. Thank you, Mr. Chairman.
Ms. Norwood, what percentage of the labor force has been unem-

ployed for 15 weeks or longer?
Ms. NORWOOD. About 34 percent of the unemployed were unemployed

for 15 weeks or more.
Senator JEPSEN. Now, I will repeat my question. What percentage of

the labor force has been unemployed for 15 weeks or longer? You gave
me the total percentage of the unemployed.

Ms. NORWOOD. I'm sorry.
Senator JEPSEN. That's quite a different figure.
Ms. NORWOOD. There were about 3.9 million people who were unem-

ployed 15 weeks or more out of a labor force of roughly 111 million.
Senator JEPSEN. So. about 3.5 percent have been unemployed for

15 weeks or longer. This is markedly different than the 10.1 percent,not that it gives anybody any pleasure to be unemployed for even
one day, but it is quite a dramatic figure. Certainly much smaller
than the 34 percent you first gave me, and much below the 10.1 per-
cent overall unemployment.



Ms. NonwooD. Yes, sir, that's correct.
As you know, the Bureau of Labor Statistics publishes several

different definitions of unemployment. One of them, U-1, is that rate,
3.5 percent.

Senator JEPSEN,. 3.5 percent. Now, what is the standard error of
the unemployment statistic?

Ms. NoRwooD. There is, on the national overall average unemploy-
ment rate, an error of somewhere between 1 and 2 percent, so that
a two-tenths change in the unemployment rate is considered statis-
tically significant, a one-tenth change is not. That's on the national
aggregate unemployment rate.

Senator JFPSEN. Verify, please, that these figures are correct.
In January 1981, we had a total employment in this country of

99.9 million.
September of 1982 we had a total employment of 99.7 million.
Ms. NonwooD. 99.7 in January 1981.
Senator JEPSEN. Total employment, 99.9 million, January 1982.
September 1982., we had a total employment of 99.7 million.
Ms. NoRwooD. That's right, in the household survey.
Senator JEPSEN. 200,000 less, not much of a change in the past 20

months.
Ms. Norwood, isn't a major problem in our unemployment situ-

ation lek of skills, rather than lack of jobs? Are not many skilled
job openings unfilled?

Ms. NORWOOD. I know that the Conference Board produces a Help
Wanted index, but we do not have any current data on that. Clearly,
people who lack skills have a harder time in the labor market than
those who are skilled.

Senator JEPSEN. I would like to inform everybody in closing, Mr.
Chairman, that the President is signing this noon a trade export bill
which we hope will provide many jobs. There is also a jobs bill that
will provide skills training and retraining to many who need them-
filling an estimated 1 million jobs a year. Hopefully, we can get that
Jobs bill jarred loose from the Congress here. The President has
indicated he is waiting to sign it.

So a critic can kill a play. but very few critics ever write one. We,
the GOP, are doing something. The administration is doing some-
thing. They, of course, like all of us, care. But what we need are
solutions and some resolve to join together and improve our lot. That's
exactly what this administration has been working diligently to do
from day one.

Thank you, Mr. Chairman.
Representative REuss. Congressman Mitchell.
Representative MITCHELL. Thank you, Mr. Chairman. I will com-

ment just very briefly on the --significance"-I use that in quotes-
of the jobs training bill that has been referred to. If it is the same bill
that was acted on in the House, it will not become effective until
October 1983. That's very little hope offered to that young man, Jerome,
that I referred to.

In addition, I would like to comment on the fact about skilled jobs
being made available. One out of five black male adults are un-
employed. Almost 20 percent, and it means that the skilled workers

18-365 0 - 83 - 3



who are black in the Bethlehem Steel Yard are out of work. They
have the skills. They don't need any more training. But utility is
down. It means that the skilled workers in the shipyards in Maryland,
who have enormous skills and can demonstrate the skills, are out of
work. It's not a lack of skill. It's a lack of caring on the part of this
administration.

DEOLINE IN LENGTH OF WORKWEEK

Now, Commissioner Norwood, I want to follow up on what the
chairman had to say. He talked about the decline in manufacturing.
I want to ask about the factory workweek. Isn't it true that in August,
there was a sizable drop in the length of the workweek in factories?

Ms. NORWOOD. Yes.
Representative MrrCHELL. Now we see another decline in Septem-

ber; is that correct?
Ms. Nonwoon. Yes.
Representative MITCHELL. Again, I would follow the line of ques-

tioning the chairman pursued earlier. If the economy were recover-
ing, wouldn't employees be adding to their working hours rather than
reducing them in factories?

Ms. NORWOOD. Yes; in general, factory hours are a leading indicator,
and they tend to go up before recovery sets in.

Representative MITCHELL. Thank you. Then, in your opinion, re-
covery is not in sight, not just around the corner?

Ms. NORWOOD. I said factory hours did not go up, they declined.

PREDICTED GNP GROWTH LOWER THAN IN PAST RECESSION

Representative MITCHELL. Yes; I'm reading into exactly what you
said. You also referred to-that there are many other factors that
have to be considered in this equation, and certainly one would be
the GNP. We've had seven higher recessions, and during those seven
recessions, real GNP rose at an annual rate of about 8.1 percent in
the two quarters following the recession. In every case, the growth
rate has been at least 6 percent.

According to the most recent economic forecast, real GNP, the last
two quarters of 1982, will grow by about 3 percent, one-half of about
what that pattern has been. In light of that forecast, how much change
in unemployment would you expect, if the growth is in the range
currently forecast? If GNP is only going to grow about 3 percent,
do you expect any appreciable significant change in unemployment?

Ms. NORWOOD. I believe those who are making those forecasts rec-
ognize that if the forecasts are correct, we will have relatively high
unemployment for many months.

Representative MITCHELL. Thank you.
The recovery, then, is not working. It's not in sight, prosperity is not

just around the corner, despite all of the platitudinous statements
emanating from the White House.

Thank you very much, Mr. Chairman.
Representative REuss. You are welcome. Senator Swrbanes.
Senator SARBANES. Mr. Chairman, I first want to address this point

raised by my colleague, Senator Jepsen, and also by the President in
the recent press conference about the "Help Wanted" ads in the news-



paper. There's this idea abroad that if you see "Help Wanted" ads in
the newspaper, it must mean that there's plenty of jobs out there, and
why aren't all these people picking up on these ads and getting work?
The fact of the matter is that there are always "Help Wanted" ads in
the newspaper. Even in the midst of the Great Depression, there were
"Help Wanted" ads in the newspaper.

First of all, you have certain businesses that are seeking skilled and
trained people, and of course, they advertise for them. You have a
certain number of openings that become available under the
circumstances.

Now the President in his press conference pointed to the-I'm quot-
ing now from "The Washington Post" of Thursday, September 30-
pointed to the "Help Wanted" advertising in newspapers as evidence
that jobs do exist for the workers who have skills, a point my colleague
from Iowa was trying to make. He recalled that lie has pointed to the
employment advertising last spring. But the Conference Board. a New
York business research organization-I believe that is the organization
to which you made reference, Commissioner Norwood---

Ms. NoRwOOD. Yes.
Senator SARBANES [continuing]. That monitors "Help Wanted"

advertisements in 51 daily metropolitan newspapers across the coun-
try, maintains a comparative index of such "Help Wanted" advertis-
ing, in which the 1967 level equals 100, in terms of the amount of
"Help Wanted" advertising found in those 51 daily metropolitan
newspapers. That index stood at 130 in February 1981, Reagan's first
full month in office.

In other words, at the beginning of this administration, this "Help
Wanted" index maintained by the Conference Board reflected an index
figure of 130, a 30-percent increase over what appeared in the newspa-
pers in 1967, which is the year they used as their base. Since then, the
index has been sliding almost constantly. Yesterday the Conference
BoaTd said "Help Wanted" advertising had lost further ground in
August, and the index now stands at 78, compared with July's reading
of 83.

Kenneth Goldstein, a Conference Board economist said this continu-
ing weakness in demand for labor signals that unemployment would
go even higher.

So we see that "Help Wanted" index which stood at 130 in February
1981, the first full month in office of the Reagan Republican adminis-tration, has now slid to 78.

Commissioner Norwood, T want to just make clear-I want to get
the full scope of the unemployment perspective. The 10.1-percent fig-
ure is the highest figure since when?

Ms. NORWOOD. Since 1940. Of course, for that time period, we onlyhave annual averages.
Senator SARBANES. What was the annual average in 1941?
Ms. NoRWOOD. In 1941. it was 9.9 percent.
Senator SARBANES. 9.9 percent. So the 10.1 percent announced thismorning, we now have to go back roughly to 1940. Second, that figuredoes not reflect, does it, the people who have become so discouraged

in looking for work that they drop out of the labor pool. They're not
counted as part of that unemployment figure; is that correct?

Ms. NORwooD. That's correct.



Senator SARBANES. If I understand from your testimony, those fig-
ures are kept on a quarterly basis; is that correct?

Ms. NORWOOD. Yes.
Senator SARBANES. We now have available the latest quarter?
Ms. NORWOOD. Yes; 1.6 million.
Senator SARBANES. Was that an increase over the previous quarter?
Ms. NORWOOD. Yes, of 120,000.
Senator SARBANES. Is that 1.6 million-is that the highest you ever

experienced in the category of discouraged workers?
Ms. NORWOOD. Yes, sir.
Senator SARBANES. What is the situation on part-time employment?
Ms. NoRWOOD. Part time, for economic reasons, is also at a record

high. It is 6.6 million.
Senator SARBANEs. 6.6 million. Are those the workers who wish and

seek to work full time, but because of economic circumstances are only
working part time?

Ms. NoRwooD. Yes, sir, they may have had their workweeks reduced
or could only find part-time jobs.

Senator SARBANES. Is that-that's not reflected in any way in the
10.1-percent figure, is it?

Ms. NORWOOD. No; those people are considered employed.
Senator SARBANES. They are considered employed. Even though they

may be working only one-third time or halftime, they're still consid-
ered employed and, therefore, not counted even on a partial basis in
the 10.1 unemployment figure; is that correct?

Ms. NORWOOD. Yes.
Senator SARBANES. So this 10.1-percent unemployment figure, as dev-

astating as it is, does not reflect the further difficulties that exist in
the economy with respect to people so discouraged that they are no
longer reflected as seeking work and, therefore, are not counted in the
work force, picked up in the unemployment figure or the 6.6 million
people who, because of economic circumstances, are compelled to
work part time when they would really prefer to work full time; is
that correct?

Ms. NORWOOD. That's right. As you know, Senator Sarbanes, we do
publish in table A-4, a range of unemployment rates. U-1, which is
the rate for those unemployed 15 weeks or longer, was 3.3 percent in
the third quarter; and U-7, which includes one-half of the part time
for economic reasons, the unemployed and the discouraged, was much
higher, at 14.1 percent.

Senator SARBANES. 14.1?
Ms. NORWOOD. 14.1 for the third quarter. That's a quarterly average.
Senator SARBANES. I see my time is up.
Mr. Chairman, may I ask just one final question?
Do I understand also that the workweek shortened in these figures

that you're reporting, the factory workweek?
Ms. NORWOOD. The factory workweek is down.
Senator SARBANES. A couple of months ago, I think it was up; was

it not?
Ms. NoRwooD. It rose 0.1 of an hour in May and June and was

unchanged in July.
Senator SARBANES. That trend has also been reversed; it has gone

down?



Ms. NORwoon. Yes, for 2 months. The last 2 months. It was down in
August as well as September.

Senator SARBANES. Thank you.
Representative REUSS. Congressman Hawkins.
Representative HAWKINS. Ms. Norwood, in your statement, you in-

dicate the working-age population with jobs stood at 57. It sounds
good, but it shows no comparison.

Is that the lowest level that has been achieved in the last several
years? You compare that with what?

I recall at one time it stood about 59, almost 60-at least above 59.
At 57, are you making some comparison? Is that a drop in the niumber
of working-age population?

Ms. NORWOOD. In July 1981, the peak before the current recession
began, that number was 58.5 percent.

Representative HAWKINS. Wasnt it much higher than thao in, let's
say, 1979? My recollection is that it was above 59.

Ms. NoRwoon. It averaged 59.2 percent in 1979 and was as high as
59.4 percent in December 1979.

Representative HAwKxNs. So, the 57 is a substantial decline?
Ms. NoRWOOD. It is a decline.
Representative HAWKINS. So that referring to September as being

not a typical month has really no significance when you look at the
long-term trend; would you agree?

Ms. NORWOOD. I think we need to look at the data that we have in a
time-series fashion. There has been a decline of 11/2 points since the
recession began, as one would expect. But 57 percent is still relatively
high in an historical context.

Representative HAwRINs. You're not really answering my question.
You are begging it, I would suggest, because you are indicating-you
have indicated several times-that September was not a typical month,
which would lead u-!, optimistically, to hope that we would got a iore
typical month next month.

Now, I am asking you whether or not the long-term trend the num-
ber of persons who are actually on jobs is declining, is significant?

Ms. NoRwoon. Of course, it's significant. The increase in unemploy-
ment is significant as well.

I do want to correct that impression. I have not meant to imply that
there's something peculiar about September at all.

TYPICAL SEPTEMBER IMPROVEMENT IN EMPLOYMENT DID NOT OCCUR

All that I was trying to do was to point out that in September,
because schools reopen and universities reopen and businesses begin to
gear up for the fall seasonal pickup, that the employment situation
generally improves.

Because of the changes in, for example, retail sales and a number of
other things, that improvement did not occur. That does not mean that
September is, by itself, a strange month. The September developments
were in keeping with what has been going on.

Representative HAWKINS. I appreciate that.
Yet, on the next page. you say the employment data for September-

again, using that month-for schools ordinarily reopening ever-v Sep-
tember-universities enrollment every September-so, that's not



unusual-always reflects an increase in State and local government as
school personnel return to their jobs.

This year that increase was far less than usual, you say, partly
because of the decline in the school-age population. Decline in the
school-age population wasn't something that happened overnight.
Certainly, that is something which is, to say the least, at least a year in
achieving.

But you seem to indicate that State and local governments were
affected by a decline in the school-age population.

Now, granting that that is a significant factor-you did not include
any other factor-would you say that budget cuts in education also
affected State and local governments?

Would you describe another cause of the budget cuts in education?
Would you also say that revenue loss due to unemployment on a

national scale also affected States because the Nation is made up of
States?

If they lose revenues due to unemployment, would you not say, in
addition to the decline of the school-age population-could you not
just have easily have said these causes also were responsible for the
drop in State and local government in terms of their problems as
well?

Ms. NoRwooD. Of course, the reductions in spending by State and
local governments have been affecting the number of people on their
payrolls. That has been going on for some time.

All that I was trying to point out in my statement was the fact that
in September, in particular, schools open, and we usually have a
big increase in the number of teachers who are employed.

The increase on the payrolls of State and local governments was
much smaller than it usually is. That was all.

Representative HAWKINS. Mr. Chairman, if I may just make one
comment on something that is affecting me personally.

A reference was made this morning-that has been made constantly
by the President on the bill which I authored from the House side,
at least the job training part, that it is a jobs bill. I have tried to
correct this impression. I woud not want people to think that I have
so little integrity that I would pass a training bill off as a jobs bill.
It is not a jobs bill. It doesn't create one single job. It is a training
bill.

I made the point that training is meaningless unless jobs are avail-
able. So long as we have economic policies that use unemployment as
a means of fighting inflation, we're not going to have the jobs available.

So, I think that correction should be made. I don't want anyone
to believe that I have misled anybody by passing a training bill off
as a jobs bill.

Representative REuss. I now recognize Mr. Fauntroy.
Representative FAUNTROY. Thank you, Mr. Chairman.
I want to thank you for allowing me to share this hearing with the

Joint Economic Committee, particularly in my capacity as chairman
-of the Congressional Black Caucus, because, as usual, the serious un-
employment problems confronting this Nation reflect themselves most
acutely in the black experience, where unemployment, as pointed out,
has reached 20.2 percent, twice the average nationally.



On behalf of the people who have been hurt most by the policies
of the past 2 years, I want to thank you for giving this panel the
opportunity to let the record speak as to who is responsible for record
unemployment and record small business failures and a record deficit
and a record giveaway of tax resources, all of which have been put in
place over the past 2 years. As the distinguished Senator from Mary-
land has pointed out, the situation which this administration in-
herited was an economy coming out of recession with increased em-
ployment opportunities.

Since July 1, we have been on a decline, and we know why. We.
know it is because of this budget-busting, spending program led by
an increase in the military budget of some $1.7 trillion over the next
5 years. At the same time, we had a raid on the Federal Treasury that
has resulted in this record deficit. That has kept these interest rates
high which is strangling the economy.

I want to say that had the Congressional Black Caucus budget-
which was a balanced budget, providing fair and equitable tax relief
for the American people--been adopted, we would not have had these
problems today.

As we grope for what to do in the future, it is clear that while the
budget of the caucus was ignored as a whole, some of its common-
sense and constructive solutions have begun to be picked up.

The fact is that, as Representative Hawkins has pointed out, it was
his job training legislation that has passed the House and that the
President is now trying to pass off on the American people as his
own jobs program.

The fact is that $52 billion of the tax loophole closings that were
thrust upon the President by this Congress were included in the Con-
gressional Black Caucus proposal for fiscal year 1983. It is clear that
the urban infrastructure jobs program that the President has only
reluctantly said he is going to sign, is in direction, although not in
the amount, the same as what we in the caucus recommended in the
Congressional Black Caucus budget.

Mr. Chairman, I thank you for this opportunity to be here.
Ms. Norwood, it is a pleasure to see you again. I appreciate your

recent appearance before the Subcommittee on Domestic Monetary
Policy.

The unemployment rate usually declines in September because stu-
dents are going back to school, because manufacturers and retailers
are beginning to gear up for the Christmas season. I wonder if you
could help us understand why unemployment did not decline as usual
in September? Does this anomaly mean that there are major struc-
tural changes underway in the country? I mean, are students not
going back to school this year? And if so, why?

Are we secing a situation where people are keeping the summer
jobs that they had taken as a means of tiding them over to the season
that picks up in September?

Are manufacturers and retailers not gearing up for the season
where many make a third of their profits and half of their sales-
Christmas season?

What's happening in the country? Does this portend a weak Christ-
mas season and, thus, a radically changed situation with respect to
employment in the future?



Ms. NORWOOD. I think there are two ways of looking at that, Mr.
Fauntroy.

One is to look at the demographics of the situation, the composition
of the labor force.

Young people have behaved, generally, as we had expected them.
There are a few differences, but the big change this month has been
in the adult men. The increases in the labor force and unemployment
were greater than seasonally expected for the month of September.

The other way to look at it is on the basis of the industry breakdown.
As you quite properly point out, one of the things that did not hap-

pen this year is the buildup in the retail trade industry in anticipation
perhaps of the fall and Christmas sales. That normally begins in Sep-
tember. But since retail sales, as we know have been extremely weak,
probably businessmen are waiting before building up their sales force.

In manufacturing, we know that some industries have had deterio-
rating production situations. The automobile industry has been in
serious difficulty since 1979. The steel industry has been in great dif-
ficulty. This month, the unemployment rate for steel workers is ex-
traordinarily high.

Hours of work were reduced in manufacturing, particularly durable
manufacturing, in large part, I suppose, in response to some of the de-
clines in new orders that have been reported.

Representative FAUNTROY. Thank you, my time has expired.
Representative REUSS. Representative Dicks
Senator JEPSEN. Mr. Chairman, since we have a 10 to 1 ratio here,

and in the interests of bipartisanship, would it be possible for me to
respond?

If so, must I wait until everybody is finished? What is your desire?
Representative REUSS. I am going to give you full time to respond.
I think, however, we should let those members here take their brief

5 minutes.
But before we proceed after their time, you will have whatever time

you may need.
Representative DIcKs. Ms. Norwood, we welcome you here today.
How much is the increase in unemployment with the steelworkers

this month? What is the number?
Ms. NORWOOD. I don't have the specific number for steelworkers but

the unemployment rate for primary metals workers, which includes
steelworkers, was 24.6 percent in September.

Representative DicKs. That number has increased in September?
Ms. NORWOOD. It has been in the 20-percent range since June. It has

been edging up.
Representative DicKs. What about unemployment in the automobile

industry? What is that percentage?
Ms. NORWOOD. That's around 19 percent, 18.7 percent.
Representative DICKs. What about unemployment in the construc-

tion industry, including housing?
Ms. NORWOOD. 22.6 percent.
Representative DICKS. Now isn't it true that in most previous reces-

sions, these three industries have been at the forefront in indicating
an economic recovery, particularly, the housing industry? When we
start moving out of a recession, usually housing starts picking up and
the people start buying more automobiles. Isn't that usually a past
experience?



Ms. NoRwooD. Well, we haven't been buying so many automobiles
in the last several years. The automobile industry is in some difficul-
ties, but we would hope that construction would move forward as in-
terest rates come down.

Representative DICKS. But the basic bottom line is, there isn't any
indication of recovery in the statistics in these major industries. Now
you have just mentioned the retail industry, which is also a very sig-
nificant part of our economy in the United States. Every one of these
areas is sick today, still sick. So it is hard for me, someone from the
Pacific Northwest, who has seen the state of the housing industry and
the forest products industry, to see any good news in what you pre-
sented us here today. In other words, unemployment has gotten worse,but the underlying economic condition is deteriorating. It appears to
me from what you have said, that there isn't any good news.

Is there any good news in all this information you've presented us
today? Any good economic news here at all?

Ms. NORWOOD. I don't think we should distort the picture. There has
been a weakening in unemployment and in employment. There are a
number of signs that are quite worrying. The employment situation
has not really shown improvement this month, but remember that
unemployment tends to lag somewhat during recoveries. We really
need to see what -happens to interest rates, to industrial production
and to many other things.

Representative DICKS. But there isn't any indication in the statistics
today that employment in the construetion. steel, housing, and retail
industries is improving. They are all worse this month than they were
last month.

Ms. NORwoOD. The employment situation in these industries has
shown no improvement.

Representative DICKS. There's no indication nationally and none of
us see any indication that people are going out in October now and
buying houses or buying cars or doing anything that would improve
the economic situation. I must say the only good news that we have
heard about today, and it's only a rumor at this point, is that the
Federal Reserve Board has, through its Federal Open Market Com-
mittee, made a decision to lower interest rates. They are going to give
up on the policy that since 1979, in my judgment, has made this
economy much sicker than it had to be, a policy of trying to control
the money supply without any concern for interest rates.

Now, I understand Mr. Voleker and the Federal Reserve Board rec-
ognize deterioration of the economy. Of course, you know, a lot of
people have criticized the Fed as beiig dominated by the bankers. Onereason I guess they're worried now and want to make a change indirection is that we are on the verge of a banking collapse in this
country as well. The banking condition is very. very serious. So maybethat's why the Federal Reserve Board belatedly is making a changein direction. But I think that according to the numbers here in our
State and the Northwest, unemployment has been much higher for a
long period of time. We have counties in our State with 25- to 30-
percent unemployment rates in the housing and forest products areas.

T think it is time for a serious midcourse correction and bipartisan-
ship in coming up with an economic program to put people back towork. I hate to see all the posturing, people trying to take credit for



jobs bills and training bills and export bills, people who never sup-
ported that legislation, opposed it every step of the way, and now are
trying to use it as a cover for an economic program that has not
worked.

Thank you, Mr. Chairman.
Representative REUSs. Representative Obey.
Representative OBEY. Thank you, Mr. Chairman.
Commissioner, the administration indicates that unemployment is

generally, as you indicated also, a lagging indicator and, therefore, it
is possible that prosperity is, indeed, just around the corner. But isn't
it true that there are some statistics within the unemployment numbers
which would tend to lead rather than lag? And isn't it true that the
manufacturing workweek has gone -down, as you indicated, by four-
tenths of a percent? Initial claims are at 700,000 and part-time
work for economic reasons has increased by almost 1 million people?

Ms. NORWOOD. Yes, Sir.
Representative OBEY. Those would be considered the leaders among

the laggers, if you want to put it that way, wouldn't they?
Ms. NORWOOD. Yes.

DISCOURAGED AND PART-TIME WORKERS RAISE UNEMPLOYMENT

Representative OBEY. Second, following up on Senator Sarbanes'
point, if you add total unemployed and discouraged workers and those
who are working part time rather than full time for economic reasons,
don't you reach, in fact, about 19 to 20 million people who have been
affected by the unemployment situation?

Ms. NORWOOD. Probably. I don't have that figure in my head, but it's
about right. Yes, that is right.

Senator SARBANES. 191/2 million.
Representative OBEY. Isn't that somewhere around 17 percent?
Ms. NORWOOD. If you include all of the people who are employed

part time for economic reasons. What we do, in an unemployment rate
that we publish as U-7, is to include half of them, because they are
employed part time, and that gives you a rate of 14.1 percent.

Representative OBEY. All right. I note in your statement that you
referred to the prerecession peak of July 1981. I take it then that you
would have 'a greater tendency to agree with Mr. Feldstein that the
latest recession began in July or August 1981, rather than earlier, as
had been suggested by at least one member of the committee here this
morning.

Ms. NORWOOD. I leave to the National Bureau of Economic Research
the determination of the beginning and ending of recession.

Representative OBEY. That was headed by Mr. Feldstein, wasn't it?
Ms. NoRwooD. Yes, sir.
Representative OBEY. Could you tell me this: As Senator Jepsen

indicated, we only have about 31/2 percent of the work force which has
been unemployed 15 weeks or more. Isn't it true that in July 1981 that
number stood at about 2 percent?

Ms. NoRwooD. I don't have that number with me
Representative OBEY. It's my understanding-
Ms. NORWOOD [continuing]. But it was lower.



Representative OBEY. My understanding was that number stood
at 2 percent, which means that whereas in July 1981, at the time the
President's package was first passed, we had about 2.2 million workers
who had been unemployed longer than 15 weeks. We now have over
3.8 million workers who have been unemployed for more than 15
weeks.

Could I also ask you-we often hear that unemployment is not as
great a burden as it used to be, because of unemployment insurance.
It is my understanding that, currently, only about 42 percent of all
unemployed are covered by unemployment insurance programs. Is
that correct?

Ms. NoRwooD. Yes.
Representative OBEY. Isn't it true that in 1980 the insured unem-

ployment came to about 50 percent of total unemployment?
Ms. NORWOOD. About 45 percent.
Representative OBEY. Forty-five percent? What about 1975, wasn't

it around 60 percent?
Ms. NoRwoon. Yes.
Representative OBEY. Nothing in those numbers-if I can put it

conservatively, nothing in those numbers would tend to indicate that
unemployment is less of a burden than it was, say, in 1975, would it?

Ms. NoRwoon. I think that the arguments that have been made
refer partly to the various kinds of social insurance payments. The
other point is, of course, that there are many more multicarner fam-
ilies, so that the total family income of the unemployed may be higher
than it used to be.

Representative OBEY. Let ine ask, since July 1981, by how many
persons has unemployment risen?

Ms. NonwooD. 3.4 million.
Representative OBEY. How many more workers are on voluntary

part time?
Ms. NORWOOD. 2.2 million.
Representative OBEY. New entrants? Of the total of 3.4 million

who are unemployed, you had an increase of how many on the part
of new entrants? About 720,000; is that right?

Ms. Nouwoon. In what time period?
Representative OBEY. Of the total of 3.4 million more unemployed,

how many did you say represented an increase in unemployment on
the part of new entrants?

Ms. Nonwoon. The increase in the labor force has been 2.2 million.
The increase in unemployment due to new entrants was 386,000 and
the increase due to reentrants was 338,000.

Representative OBEY. Isn't it true, in other words, that the bulk
of the increase in unemployment since July 1981. has been the number
of people who lost jobs that they previously held?

Ms. NoRwooD. Since the recession began, yes.
Represeitative OBEY. One last question. I know I am at the end

of my time.
As you know, I wear another hat as a member of the Appropria-

tions Labor-HHS Subcommittee. In response to a request from
Chairman Reuss, our subcommittee last month restored $2 million
to the BLS budget, which the President has asked be cut. A final



decision, as you know, has not yet been made on that and will not
come until the December continuing, I suspect.

I would like you to tell us why that $2 million ought to be provided.
In what ways would you be inhibited if that $2 million were not
provided?

Ms. NORWOOD. Let me just say, Congressman Obey, first, of course,
the handling of the budget is something that is done through a regu-
larly established process in the executive and legislative branches.

Representative OBEY. Let me ask you, in your professional judg-
ment, what problems would be created if that reduction is provided
for? Could we be sure that the statistics that.we would be receiving
would be as accurate or any more accurate than they are today?

Ms. NORWOOD. If the $2.5 million were restored?
Representative OBEY. Not restored.

BLS FORCE TO REDUCE PROGRAMS DUE TO BUDGET CUTS

Ms. NORWOOD. Not restored. Let me just say that what we did in
taking the reduction that the President asked all agencies to take,
the 12 -percent reduction, was to eliminate or reduce 19 programs, and
they run the gamut of all of the areas in which the Bureau of Labor
Statistics operates.

What I tried to do in each of those cases was to eliminate or to re-
duce programs that were not a part of the national core of data, the
important core of data, such as the national unemployment data. That
meant, of course, that we reduced the level of accuracy of some of the
local area data, and we eliminated some programs that a lot of people
found useful.

If money were restored to our budget, we would consider restoring
some of the things that we have eliminated. I might also point out that
we are concerned about such things as the redesigns that are needed to
insure that the data remain of high quality, now that we are begin-
ning to have 1980 Census data available.

Representative OBEY. Thank you.
It would seem to me, Mr. Chairman, that these numbers that you

indicated earlier, these numbers indicate a policy upon which we have
embarked in the last 2 years-let's put it this way-if it has not failed,
it certainly has not succeeded.

I don't think we need the numbers to tell that. I think all we have
to do is take a look at the action of this team. If it is true that, in fact,
monetarism, as we have known it, is being abandoned-no one knows
for how long a time-but if it is true that it is being abandoned, it
seems to me that these numbers this morning indicate why.

I would also suggest that these numbers indicate, because of the
bleak outlook for the next 4 or 5 months, certainly, that this really is,
indeed, very grim Christmas news for a lot of American families.

Representative REUSS. I want to thank the gentleman from Wiscon-
sin, Congressman Obey, for his effort on a bipartisan basis to restore
those funds for the BLS.

It seems to me there are two ways of fighting unemployment. One is
to put into action programs that will get people jobs. The other is to
starve the agency of unemployment statistics. I think most people
agree that the first action is preferable, and I commend Congressman
Obey.



Representative MITCHELL. Mr. Chairman, would you yield to me for
just a second? My staff is there suggesting that I have to leave. I just
wanted to comment on your graciousness in allowing Senator Jepsen
to raise some additional questions after everyone has had a chance to
be heard on our side. But I did want to point out, I know you, as chair-
man, have always welcomed the participation of the Republican mem-
bers of the committee. Unfortunately, their presence diminished at
these hearings as the unemployment rate went up, and certainly, we
would have welcomed them being here throughout the entire proceed-
ing. It is very gracious of you.

Representative REUsS. I look at it more positively. I think Senator
Jepsen's presence here has more than filled that. [Laughter.]

We now recognize Barbara Mikulski.
Representative MIKULSKI. Thank you very much, Mr. Chairman.
You know, President Reagan said that the best social program is a

job, but it appears that it is the social program that he and his sup-
porters are cutting the most.

Commissioner Norwood has told us in a scientific and professional,
nonpartian way, what we have been hearing in our communities and
seeing as we talk to our families in our congressional district. We now
know that we are in the midst of a depression and that there is a chang-
ing profile of the unemployment picture. When I worked in the
poverty program 15 years ago, along with Congressman Mitchell, we
reached out to people who had never worked before to try to find them
a job.

Now we have people coming to us, not who've never worked, but who
have never, ever been out of a job before.

My three questions, I think, would reflect those basic concerns we
have about the changing unemployment profile, particularly as it
affects the American family arid our national security interests.

My questions to you, Commissioner Norwood are: First, we are told
that many families are managing because they have two-earner house-
holds. Do you have any statistics that would show us whether that
profile is accurate and, therefore, families are making do, because one
wage earner is employed while the other is not, or are we seeing now a
dual cruelty of both the husband and the wife out of work? For exam-
ple, in my own congressional district, an example would be an unem-
ployed UAW worker and his wife, who had worked as either a retail
clerk or in the food market industry that recently had severe unem-
ployment. Would you tell me what is happening to those double wage
earners?

Ms. Nonwoon. It is true that more than half of the husband-wife
families in this country now have more than one earner, and it is
frequently true that the other earner in the family is part of a sup-
port system for people who are unemployed. When we look at the
income of the families in which unemployed people live, it is rela-
tively high. That is typically more than $10,000. and many of them
at the $15,000 to $20,000 or over level. There is, however a large and
growing group of some 9.7 million families which are maintained by
women. Those families often have no other earner present when the
female householder becomes unemployed. So there is a much more seri-
ous problem for families of that type than there is for those husband-
wife families where there is a support system.



WIFE UNEMPLOYMENT RATE HIGHER FOR FAMILIES IN WHICH HUSBAND
IS UNEMPLOYED

There is also another group that I think we need to be concerned
about. Sometimes, when a, wife is unemployed, a husband is also un-
employed or .vice versa. The unemployment rate for wives whose
husbands are also unemployed, while a small group, is considerably
higher than the unemployment rate for wives who have employed
husbands.

Representative MIKULSKI. So what you are saying is that, where
the husband is unemployed it is also now a growing trend that the
wife is also unemployed. We now have like a shotgun unemployment?

Ms. NoRwooD. No; I am not saying that it is a growing trend. I am
just saying that there is a small group, several hundred thousands
-only of that type. But in 1980, and the figures for 1981 are not very
diFerent, 3 out of every 10 people who experienced some unemploy-
ment during the year lived in a family with an annual income under
$10,000. Three had family incomes between $10,000 and $20,000 and
nearly 4 in every 10 lived in families with incomes of $20,000 or more.

Representative MIKULSKI. So my concern is right. Where there is
an unemployed shipyard worker or steelworker, his wife is more likely
to be employed in retail or service industry rather than in those Ph. D.,
law degree jobs and, therefore, it is more likely will also be unem-
ployed. So we are on the right track of being concerned.

HIGHER THAN AVERAGE UNEMPLOYMENT RATE FOR WOMEN WHO HEAD
HOUSEHOLDS

You also talked about the female-headed household, another great
concern of mine, where the women really are the sole supporter of
their children and families. Could you repeat for me, again, where
that profile is for women in that particular category? In other words,
what percentage of those women are employed and what income
brackets?

Ms. NORWOOD. There are 9.7 million of those families headed by
women. The unemployment rate of the female heading that household
is 12.4 percent in the month of September and a very large proportion
of them are living in poverty.

Representative MIKULSKI. I think what we can see from those fig-
ures is that there is enormous toll that is taking place on the American
family with concomitant social problems that come from being poor,
not having a job and not being able to support yourself.

Another area of interest that I have is in national security. One of
the concerns that I have is that we are now facing unemployment in
defense-related industries, those industries that I call convertible in-
dustries, those industries that maintain a strong peacetime economy
and yet can be converted into a wartime economy, if necessary.

Let me tell you what I am talking about, and then you tell me if
unemployment is on the rise, and that is-let me give you an example.
I say, given what's happened in some of our industry, that if we hap-
pened to have a national military emergency now, we wouldn't have
a garment industry to make the uniforms. We don't have a steel in-
dustry to produce the tanks. We don't have an American merchant
marine to sail the ocean. We are wiping out our shipbuilding industry.



We don't have an electronics industry, and yet, at the same time, we're
building more and more gadgets that have less and less reliability, yet
the basic industries that keep our people working in peace or war just
are not there; we have given them away to other countries.

Am I right that this is where these industries are the hardest hit?
Ms. Nonwoon. It's quite correct that the durable manufacturing sec-

tor has been hit. They are not all defense-related, of course.
Representative MIKULSKI. I don't know whether you consider the

garment industry as defense-related, until you talk to the G.I. Joes
and Janes and find out that they need shoes and uniforms.

Mr. Chairman, I know my time has expired. I just want to make one
quick comment about the unemployment ads that we have heard so
much about. I'm one of those people who placed an unemployment ad
a few months ago to advertise for a part-time caseworker in my con-
gressional district. This was a part-time position that would pay just
a little bit more than $8,000 a year. I had 155 inquiries. All of the peo-
ple had bachelor's degrees. Some had Ph. D.'s and law degrees. Also,
all had work experience. I hired one. I don't know what happened to
the other 154.

Representative REuss. Now Senator Jepsen.
Senator JFPSEN. Thank you, Mr. Chairman. I certainly, as vice

chairman, would like to thank you again for your courtesy and your
fairness in the past 2 years of our working together, and I would
like to welcome Congressman Hawkins to the committee.

I will be very brief, Mr. Chairman. Out of respect-I understand we
have people from out of town here on the panel and you want to get
directly to them.

For the record I will stay with the facts here. Congressmen Dicks
and Fauntroy-they have used my name, and I will use their names
constructively and respectfully-cite skyrocketing unemployment in
the basic goods industries. To indicate the magnitude of unemploy-
ment in these basic industries, the 18.7 percent auto industry figure is
mentioned.

In the auto industry, alone, the decline which occurred in employ-
ment, nearly 67 percent of that decrease existed prior to January 1981.
Fact. In the lumber industry, in the building industry, you mentioned
that 22 percent was the amount that was increasing so far this year. I
point out the fact that prior to 1981. 75.5 percent of the current un-
employment existed in that basic industry. Just some facts.

My colleague from Maryland indicated the annual unemployment
average for 1941. He then referred immediately to 10.1 percent, which
is the current monthly rate. I would like to ask for the record, what is
the annual rate today? We ought to compare apples to apples.

Ms. NoRwoon. The 1982 annual average cannot be calculated until we
have the data for the entire calendar year. However, it is entirely ap-
propriate to compare a seasonally adjusted monthly estimate to an
annual average.

Senator JEPSEN. All right. I will state for the record what Congress-
man Obey confirmed, and I thank him for that. That 3.5 percent have
been unemployed for 15 weeks or longer. Another question was asked
on unemployment growth since July 1981. You gave that fi~ture, and I
would ask now, how many new employed since July 1981. Do you have
that figure?



Ms. NoRwoOD. The labor force increased by 2.3 million.
Senator JEPSEN. New employment?
Ms. NORWOOD. Well, the labor force increased by 2.3 million since

July.
Senator JEPSEN. Does that mean they were gainfully employed?
Ms. NORWOOD. No, but the labor force increased by 2.3 million. Em-

ployment, as you know, has declined since July 1981-by 1.1 million.
Senator JEPSEN. We are dealing with a lot of millions. Yet, we

have, as of today, 200,000 people less than were employed in January
1981; is that correct?

Ms. NORWOOD. Yes.
Senator JEPSEN. A grand total of 200,000.
Ms. NORWOOD. That is correct, according to the household survey.
Senator JEPSEN. In other words, there must be a lot of people that

have come into the labor force that have been gainfully employed-
in spite of the overall slight drop.

Ms. NORWOOD. Yes.
Senator JEPSEN. I share with Congresswoman Mikulski her concern

for industrial service capacity. We have been concerned about that.
We came into this administration with degradation of our military
and defense posture. That has been a very dangerous situation. We
are trying to remedy that. I would also, for the record, want to point
out that the employment population ratio, in the first 9 months of
this year, is 57 percent; right?

Ms. NORWOOD. Yes; it was 57.0 percent in September.
Senator JEPSEN. That is a higher employment population ratio

figure, in fact, than 18 of the preceding 22 years; is that correct?
Ms. NORWOOD. I would have to check that, sir.
Senator JEPSEN. I think if you do check it, you will find that that is

correct. I would appreciate it for the record.
Ms. NORWOOD. I'd be glad to.
Senator JEPSEN. We don't want to put anything in the record except

facts. That's my contribution today.
Ms. NoRwooD. You can be sure that that is what we do.
[The following information was subsequently supplied for the

record:]
The employment-population ratio for the first 9 months of 1982 averaged

57.2 percent. That was higher than the average for every year in the postwar
period prior to 1978.

Senator JEPSEN. Now, finally, I thank the chairman for his
graciousness again.

The rise in unemployment is due to the recession; is it not?
Ms. NORWOOD. Yes.
Senator JEPSEN. When did this recession begin? You were asked

that before. I want to make sure the record is straight.
Ms. NoRwooD. Well, the peak of activity was July 1981.
Senator JEPSEN. So July 1981, according to the National Bureau of

Economic Research, which, as I recall, you referred to and said that
that is what you would opt for as being'

Ms. NORWOOD. Right.
Senator JEPSEN. This is before the Reagan program came into effect?
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Ms. NORWOOD. That I think is for you to determine. I would like
to be clear about that. There were, of course, a lot of things that hap-
pened between January and July. There are some things that didn't
take effect until July, such as the tax cut and so on.

Senator JEPSEN. Most of it took effect in October 1981.
Ms. NoRwoon. It was before the tax legislation, which was the major

initiative, took place.
Senator JEPSEN. What is the consumer price inflation rate now, com-

pared to January 1981?
Ms. NORWOOD. Over a 12-month basis, it is-it is 5.9 percent.
Senator JEPSEN. Compared to-
Ms. NoRwoon. Compared to in January 1981, of 1980 or July?
Senator JEPSEN. TanuarV 1981.
Ms. NORWOOD. January 1981, it was 11.7.
Senator JEPSEN. What is the prime rate now, compared to January

1981?
Ms. Nonwoon. I don't know sir.
Senator JEPSEN. It is 13, compared to 21.5.
In closing, we know full well-as members of this committee-that

unemployment couldn't come down until inflation and interest rates
came down. The improvement in these two items, along with others,
shows that the sign posts are in place. T can tick them off for you, if
you like. Mr. Chairman, but you know them as well as I do. They
are all on the plus side. Unfortunately, the unemployment is a nega-
tive. I know that when we talk about the country's problems, it is hard
to discuss the big picture, when people are struggling to find jobs or
to keep the ones they have.

I know the President is deeply concerned about this.
I would point out to you that it has not been without pain that we

have tried to get the country back on track and tried to institute an
economic recovery program that will be permanent. The members of
this committee know well that unemployment couldn't come down
until inflation and interest rates came down. They have. President
Reagan brought theim down the only way lie could. and that is by
reversing the policies that caused tlieum in the first place-policies
pursued over 4 years when Democrats occupied the White House
and over the 20-some years when they dominated the Congress.

So, in keeping witih my desire to contribute facts in this very
political time, 30 days before election, I will now rest my case until
later.

I thank you again for your courtesy.
Representative REUss. Thank you. Thank you, Commissioner Nor-

wood. Mr. Dalton, and Mr. Plewes.
Senator SARRANES. I just want to ask a couple of followup questions.
First of all, I would like to make the observation with respect to

Senator Jepsen's remark, it is difficult to discuss the big picture, when
people are unemployed. For the people who are unemployed, that is
the big picture. That is the big picture. Now, Commissioner, I think
it is a reasonable point that Senator Jepsen made that I pointed out,
the 10.1-percent figure is only a monthly figure. That is the highest
that we have experienced since 1940. What is the annual figure for
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1982 at this point? Do you have that? He asked that. Were you able
to work that out?

Ms. NoRwooD. If we just take the 9 months and average them, we
would get 9.4 percent.

Senator SARBANES. 9.4 percent.
Ms. NORWOOD. For the 9 months.
Senator SARBANES. When was the last time we had an annual figure

in excess of 9.4 percent?
Ms. NORWOOD. 1941.
Senator SARBANES. 1941, instead of 1940.

HIGHEST UNEMPLOYMENT IN OVER 40 YEARS

Well, Mr. Chairman, I think I will amend the comment I made,
just to make the point, on an annual basis, we are now experiencing
the highest unemployment we have experienced in this country in 41
years. The monthly figure gives us the figure, the highest we've had in
42 years. Forty-two years. In view of the point Senator Jepsen was
making, I want it understood, because I agree that we ought to get the
facts out, that on an annual basis, the unemployment figure reported
today-included in with what we have experienced this year-gives us
the highest annual unemployment figure in 41 years.

Commissioner, I notice that the rate in Texas jumped 14 percent
in 1 month. Let me first ask-I take it that is an enormous jump, as
these figures move-would that be correct?

Ms. NORWOOD. It is an increase of 1.7 percentage points. The variance
associated with that unemployment rate is about eight-tenths of 1
percent. So, based on statistical significance, this is an increase, clearly.

Senator SARBANES. Finally, with reference to when all these pro-
grams took place, I really want to make reference to the Secretary of
the Treasury, Donald Regan. He told us in September 1981, this admin-
istration has done its job. It has provided just what American industry
said it needed to transform our economy.

Now what was the unemployment rate in September 1981, when he
said, at that time, that the administration had done its job, it pro-
vided just what American industry said it needed to transform our
economy?

Ms. NORWOOD. In September 1981, it was 7.6 percent.
Senator SARBANES. 7.6 percent. Well, I would simply observe, Mr.

Chairman, that the Secretary of the Treasury said they had it in
place, they had done their job, and now it is 10.1 percent.

I simply want to close, again, with a reference to the Secretary of
the Treasury. Recently he said, based on the facts at my disposal, I
can say that the U.S. economy has one leg over the fence that divides
stagnation from growth. I am fearful that the Secretary and the ad-
ministration are going to be impaled on that fence, unfortunately,
with the American people along with them.

Representative REUSs. Thank you very much, Commissioner Nor-
wood, Mr. Plewes, and Mr. Dalton.

So far, necessarily, as befits the Bureau of Labor Statistics, we
have been concerned this morning with statistics-lifeless and blood-
less statistics-but that isn't all there is to unemployment. Unemploy-
ment is a human problem. We have asked a number of our fellow



citizens who are without jobs to come here this morning and tell us
their experience, how they lost their jobs, how long they've been out
of work, how it is to look for another job, and how it is to try to
live on unemployment insurance.

We welcome our fellow citizens, and I think it behooves us all to
say of them, "There, but for the grace of God, go I," since 10.1 unem-
ployment is going to touch every other family in the United States.

Mr. Richard A bott of West Virginia, a ine worker; Mr. and Mrs.
Anderson of Baltimore, autoworkers; Mr. Albert Bragg of West Vir-
ginia, a steelworker; Mr. Donald Booth of Pennsylvania, a steelwork-
er; Mr. Larry Hicks of Michigan, an autoworker; and Ms. Ida Hines
of Maryland, a social science teacher.

I'm going to ask each of you to just briefly share with us your hopes
and aspirations, how you feel about what's happening. Mr. Booth, will
you lead off, please.

STATEMENT OF DONALD BOOTH, UNEMPLOYED STEELWORKER,
GLEN ROCK, PA.

Mr. Boori. I've been with Bethlehem Steel for the last 81/2 years-
I've been laid off for about 13 or 14 of the last 18 months. I'm called
back to work for 1 day here and 1 day there, been laid off 2 or 3 months;
work for about 1 week or 2, laid off for maybe 6 months.

Sometimes I'm called in for I day or 2. I do not receive much
employment. Actually, my money is less by working 2 or 3 days than
if I was unemployed, sometimes. I find it hard to pay my bills all
the time now. I'm always behind on something.

I sometimes even-when I'm called back to work, I don't know
how I'm going to iake it back to work because I don't have the
money to get there.

It's worse now than it was when I first started. I was making $140
a week when I first started working, and now I have less than $140
a week. I have a wife and three children now. I don't know what to
tell my children about why I can't buy food sometimes. I don't know
what to tell them when they ask me why they.can't have new shoes.

I go out and try to find work. I can't find work. Most places they're
laying off people of their own; they can't hire me. Other places don't
want to hire me, because if I am hired and my old job calls me back,
I'd go back. They say they don't want people like that. Thank you.

Representative REuss. Thank you very much.
The Chair will say that we will hear from all of the panel, and

the members will have some questions to ask.
Mr. Bragg.

STATEMENT OF ALBERT BRAGG, UNEMPLOYED STEELWORKER,
NEW CUMBERLAND, W. VA.

Mr. BRAGG. I am Mr. Bragg.
I started at the mill, and I worked for the steel-I did work-let's

put it that way. I started March 22, 1977. I worked real good up
till in 1981. We were off and on until my last day of work was-at
a time, I worked 6 days that week. They called me on the sixth day,
it was on July 25, 1981. It was my last day of work.



Unemployment gave me $145 for a while. It ran out in December.
I took welfare for 3 months. Welfare offered me $148 a month to live
on. I get a VA check from the Veterans' Administration, where I got
hurt in Vietnam. It was $58.

Since I've been laid off, I haven't had electric since July 1 of this
year. The bill is $879.14. We called them-my wife did, because I'm
a hotheaded guy. I don't even like to be up here, really. But I feel
kind of proud that you welcomed me here anyway.

But the electric company wants the $879.14. They want a $240
deposit. They want $14 to turn it back on. That gives me approximately
$1,133.14 to have my electric back on. I told them to kiss off, because
I cannot afford it. If I could afford it, I'd be working.

My water bill is $13 a month, my house payments $225. It's 2 miles
home. I have an annual gas bill-like our gas bill, it comes once
every 3 to 6 months. It runs about $48.

When I was on unemployment, they said, "Go get a job."
I wrote down some figures. I called some of the plants in my area

last night and talked to them. Out of 12 places, the coal industry-
one of them that's shut clear down, that's one I work at. I was proud
to work for them. I'm proud that I was a steelworker. I thought I had
improved myself and bettered myself in the long run. .

I'm just scared right now. I don't know which way to go, because
they gave me my severance pay, which will be $2,913.36, approxi-
mately, for 6 weeks-I put 5 years in the mill there.

I can read off some of these places out there. But out of the 12
places that I called, one of them has got everybody back to work in
our area.

TS&T, which employed 570 people, they're down to zero.
'Celatex, which employed 90 people, they're down to zero. *

A chemical plant-I can't think of the name of it, because I didn't
write it down very fast-they employed approximately-these are all
estimated-they had estimated about 65 people; they employ zero now.

Metz's Refractory, which is my uncle's place-I called him, he had
94 people employed last year at this time. He's down to 32, with an-
other 10 percent he said lid off again.

Homer Laughlin's China has approximately 750 people. They're
down to 400.

Newcastle Refractory has 60 people. They're down to 30.
Ohio Brass, the one I said-they've got all of their work force backon, but they're not doing no hiring, not taking no applications.
Waterford Park, which is the racetrack in our area that races horses,they're down approximately 10 percent, the work force, due to the

fact that-you know, everything.
Globe Brick is down approximately-I'm guessing now, because Icouldn't get hold of them. But my uncle said he figures about 65percent.
Weirton Steel, where my brother works, he's been off for 2 years,they're down for a good bit.
My uncle-he's a dentist in our area-I asked him what kind ofeffect this would have on him. He said-here's his exact words: "Willnot have effect for 6 months due to the insurance rate."
I read in the paper last month United Way cut this down from 20to 25 percent-between 20 to .2 percent this year. We'll get less.



My problem is-and I put it in the Pittsburgh Press-I'm not proud
of it, but I am-you know, I worked at the mill-if I start crying, I'm
sorry. I've tried to better myself in ways, but I worsened myself due
to the fact that I believed them people, I think, who gets in this Gov-
ernment and do not believe in themselves. I don't care who knows about
it or what.

I took a gun to myself. I pulled the trigger or what all. I either
moved my head-I don't remember. I'm sorry for doing it, because I
thought it was a quick way out of this. I got two little kids. The little
one said to me-Angel said, "Daddy, we'll make it." That's my story.

So, we're going to be there, no matter what you guys do, no matter
what. Like he said, we'll be here as long as you guys are there.

If my mill shuts down-October 15 is our last day-and I know
that things are hard, I read those signs up there.

But the President, I don't agree with him, I don't disagree. I just
about gave up. I made my mind up. I'm not giving up on him or
anybody in this room.

Pd say 95 percent of your unemployed right now-including maybe
four or five of us sitting up herm now-two of us in this room right
now don't have a job, that's Ronnie Freeze, the president of my local
and myself.

I was proud to work for the coal industry. If they'd started back
up, I'd still be proud to work under them.

I'm proud to be an American. That's one thing. I served my country.
I've looked for jobs in these places I announced, and not one of

them is taking applications.
So, until the day comes, I hope, maybe in the future-I hope we

don't have a war or anything, I don't like war-if I was called to go,
I'd go again, the same as I did in 1970.

Mr. Chairman, I'd like to thank you for inviting me here. I can't
remember her name-when she talked to me-Id like to thank her
and the union, the locals of Crystal Steel. Thank you.

Repredentative REuss. Thank you. We are very grateful, Mr. Bragg.
Mr. Hicks.

STATEMENT OF LARRY HICKS, UNEMPLOYED CHEVROLET PLANT
AUTO WORKER, FLINT, MICH.

Mr. HICKS. Larry Hicks is my name.
I'm here to represent the city of Flint and all the Chevrolet plants.

I had 81/2 years seniority before I was laid off from Chevrolet Manu-
facturing and Chevrolet Metal Fabricating. For my Christmas present
I was laid off from GM one week before the holidays.

What I think about the present administration is not highly ap-
preciated by them. They're emphasizing the training and retooling
program. We have thousands and thousands of qualified people in
the cities of Flint and Detroit who can do this kind of work as they
are highly qualified. Flint right now is in very severe trouble. The
streets are a disaster and the houses are all boarded up.

I can use my own situation as an example: I'm on my last resources
right now. I will be a newcomer to the game. I'm at the end of the
13 week extension and the new 10 week extension will take me to Jan-
uary of this coming year. This will bring about the following hard-



ships: My house payment is coming up; I have a wife and three kids
to provide for; I'll have to cancel my car insurance; and I have to
have transportation to look for work.

We're not going to have much of a Christmas this year, so we
have told the kids not to expect much from Santa.

It's very important that we laid-off people here in Michigan receive
some attention because we are experiencing severe hardships over here.
We're not only out of work, but we're out of hope. We live on a day-
to-day and week-to-week basis. Thousands of people are being laid
off, and as yet the end is not in sight. My plant-the Chevrolet Metal
Fabricating Plant-did employ 5,000 people a short time back, and
now we have only 2,600 people in that plant. And, what's worse, they're
talking more layoffs.

They-the administration-are emphasizing this robot bill. I as-
sume the robot is going to go and purchase a car and pay for it. That's
a no-no. I'm not for the automation industry whatsoever. That's a
100 percent no-no because we have to survive. We can't live with what's
over in Japan. Japan has to take care of themselves over there.

The American people use their technology here to provide for the
United States of America's people and not think about what's over
in Japan. That's out of the picture here. We've got to take care of
home.

I notice the present administration-as of right now, he emphasizes
a lot on the foreign countries. He talks about this and that, what
they've done over there. But he's not saying what he has done for
us now. We need help now.

It's put in the terms of "Hey, the economy is going to pick up for
the next 5 years," which we need to happen now.

What are we going to do in the meantime? We're out in the cold.
Mr. Chairman, I appreciate your giving me the opportunity to talk.

I know the time limit is up here. I really appreciate Mr. Donald Riegle
and Kildee for letting this happen, and Ron Perkins from local 598
of the Truck Assembly Local.

I'm concerned about the job situation here in Flint and have joined
together with other unemployed factory workers here in the Flint
area to form a committee which we named, "The Committee to
Promote Full UAW Employment" and whose goal is to try to find
a way to get all our unemployed back to work and to discourage over-
time in the plants while we are unemployed, and also to try to stop
the outsourcing of work from the plants and the area.

Thank you sir.
Representative REUSS. Thank you, Mr. Hicks, Ida Hines, from

Baltimore.

STATEMENT OF IDA HINES, UNEMPLOYED SOCIAL SCIENCE
TEACHER, BALTIMORE, MD.

Ms. HINES. Yes, I am from Baltimore City. I am a public school
teacher. I am the mother of four children.

As of May of this year, prior to that-four years prior to that, I
had been sending my 17-year-old daughter, who was not 17 years old
then, to different specialists to find out why she would just fall at the
drop of a hat. As of this May 1982, she was diagnosed as having
multiple sclerosis.



Along with that, I got a letter from Baltimore City saying that I
did not have a job.

First of all, I am an experienced person. I have 15 or more years of
experience in the Baltimore school system. Of that 15 years or more
experience, I have received a degree and worked for approximately
61 years as a professional person, 9 years as paraprofessional in the
Baltimore City schools, working with grades K through 12 and also
with experience in Head Start.

I would like to say that I have never been unemployed.
I also would like to say I am head of my household. I have a son

who is in college now in North Carolina. I have one son who has 3 years
of college who has now decided, because of the economic situation, he
can no longer attend college and my 17-year-old daughter who goes to
high school.

I have faced a lot of difficulties, financial difficulties with doctor
bills.

Being head of a household, I have a mortgage and other responsi-
bilities that a head of a household would have.

The unemployment in Baltimore City, as I see it, and all over, is
very frightening. Personally, it has made me very angry, because 1.
as a person, went through the system and I, as a person, got that edu-
cation, good education, and I, as a person, worked diligently and I'm
very industrious and have worked at many jobs.

But now I am a person with a degree, out of a job, facing a lot of
responsibility. It's very frightening. It's a very dismal picture when
you look at it. It's very depressing.

As far as unemployment is concerned, I would not like to be on un-
ployment for a long period of time. I don't enjoy drawing unemploy-
ment.

There are certain fringe benefits that you have when you are work-
ing. I no longer have those fringe benefits. One important thing is
hospitalization. I need hospitalization.

When you are out of a job, as the gentleman has said, you are
looked upon as being a shiftless person, no matter how much education
or experience you have.

I have dealt with that this summer. I have gone out and looked for
jobs, and I have not found a job as of yet. As I said before, I do have
experience.

I have gone to the unemployment office downtown just to look and
see what is going on, because when you are working on a job, you tend
to lose some roots with people-the human aspect. Even though you
are with human beings and you work in a human capacity, you tend
to forget or not look at the total picture.

I have looked at the total picture in Baltimore City because I am
involved in civic as well as community groups. I have gone downtown
personally, and I've seen the lines and it's very frightening.

I understand how a person or people feel when they have worked in
this system and have paid Federal, State, and city taxes and now they
are out of a job and they are treated as less than a human being. I
have encountered this. I do not like it.

I would like to see a turnaround for America as far as jobs are con-
cerned. I would also like to see a turnaround for public education.
First of all, save public education-we hear a lot about doing away
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with public education. I think that's something we need to very care-
fully look into and look at. It's for the masses, and we need it.

I am a product of public education, and I am for public education.
Leaders of cities are saying, along with Baltimore City, that there

are no funds. This is why we have the teacher layoff in Baltimore City.
I am saying that there are other resources that can be tapped. As a

constituent, I am asking my representatives that are here from Balti-
more, Md. that you look into these other resources, such as billboards,
such as the PacMan games, the gamerooms, that could be taxed and
also the lottery, which, when created, officials said that part of the
funds would be for education. I have not seen that. I would like to see
that money earmarked-some of the lottery money earmarked for edu-
cation. The lottery, right now, has a general fund. A general fund is
just what it says, general. That money could go for anything that it is
mandated for. I would like to see some of that money earmarked for
education.

Just to end, let us look at the human aspect; it's very degrading.
You feel less than a person when you are unemployed. People look at
you as less than a person.

I do not feel good sitting here saying I am unemployed with a degree
and experience and working on another degree. It's just a dismal and
very frightening and depressing picture.

The only thing that I can look to now that sustains me is to say
that there has to be a better way and that conditions will change. But
they will not be changed as long as the administration is taking away
programs and not replacing some of the programs. You cant keep tak-
ing away and cutting away social programs and not put something
else in place of it and say everything is going to get better. It's not
going to get better. It's only going to get worse.

I would like to thank the chairman and also my Representative who
invited me here today to speak about the unemployment situation,
my personal views, and the outlook that I see for unemployment.
Thank you.

Representative REuss. Thank you, Ms. Hines.
Mr. Richard Abbott, a mineworker from West Virginia.

STATEMENT OF RICHARD ABBOTT, UNEMPLOYED MINEWORKER.
ALLOY, W. VA.

Mr. ABBOTr. My name is Richard Abbott. I'm a coal miner from
West Virginia.

My employment picture-or unemployment picture-has been that
I have been laid off for approximately 16 weeks. The job market in
West Virginia is right now in the most serious situation that it has
been in for years.

It's not that I'm uneducated or lacking in skills, because I do have
a B.S. degree, but there are just no jobs available. Anyplace you apply
for a job, you know, you don't even get past the door. They don't want
your application.

It's been very hard on my family. I have a wife and two children.
It's very hard to go from making approximately $3,000 a month to
the $800 which I now receive from unemployment. The bad situation
is that eventually even this money will run out.



Medical insurance and auto insurance is-you know, right now I
just don't know how I'm going to pay my bills or keep my insurance
up.

Basically, I just think the present administration has been lacking
in its help toward the coal mining industry. I think the new stance
that they take lhas hurt the industry in West Virginia. Right now I
just can't see any bright prospects in the future.

I would like to thank you all for inviting me here today.
Representative REUss. Thank you, Mr. Abbott.
Our last panelist, Mr. Noland Anderson, automobile worker of

Maryland.

STATEMENT OF NOLAN ANDERSON, UNEMPLOYED GM PLANT
AUTOWORKER, BALTIMORE, MD.

Mr. ANDERSON. Good morning. I am Nolan Anderson, General
Motors, UAW representative.

I grew up in Baltimore County. In Baltimore County, there has
always been work available, General Motors, Sparrows Point, Martin
Co.

There was never any problem until June 1981. Now there's no work
available at all.

One company we went to, Martin Co., said that if we would sign
off all seniority, totally, they would hire us. It's pretty hard to dump
1412 years senority down the tubes for a job making half the money.
Things don't look good in that end of town. Things don't look good
anywhere.

We have it bad, my family. There's 4,000 other people that have
been laid off from GM for 16 months. They have it bad. too.

Someone, somewhere, has got to turn things around and put us
back to work. Thank you.

Representative REUSs. Thank you.
Thanks to all the panel for your spirit and bravery. What you're

up against, face-to-face with hard times, you're good Americans, and
I'm proud of you.

Speaking for this committee, we haven't forgotten about you.
I will recognize any members-
Senator JEPSEN. I wish to echo the chairman's sentiments and thank

you for coming to the hearing.
We face many problems in this country. This morning we have

witnessed one of the strengths of our country-that is, we derive our
power from the whole of society with an effort to hear from all
concerned.

I sympathize with the people who are unemployed. I pray that
things will soon get better and improve, as we believe that they will.

The President is committed to providing real economic opportunity
for all in this country. He has pledged to do that, to put programs in
place.

Thank you for your time.
Representative REUSS. I'll call on Congressman Hawkins.
Representative HAWKINS. Mr. Chairman, I think the urgency of

the situation is something we've overlooked. We quibbled over when
the President's program might have taken place. We quibbled for



policies. But as the witnesses were enumerating their distress, I noted
the number of programs that have been abolished or cut since Mr.
Reagan took office. Unfortunately, many of these have been supported
by the Congress. The programs include the WIN program, the Job
Corps, the cyclical, public service jobs which had a placement rate
over 60 percent that started in March 1981.

The jobs program under the Senior Citizens Older Americans Act
was vetoed.

The Supplemental Appropriations Act which we passed in the
House just a couple of months ago, which would have provided some
jobs for some of these individuals, that was defeated in the Senate
at the suggestion of the President.

The housing bill, which would have provided jobs for construction
workers, was vetoed by the President.

The Blanchard bill, which provided job components in defense indus-
tries, was defeated by the President.

The educational system was cut-25 percent cut in that, which might
have provided something for the teachers.

Hospital benefits were cut.
Employment office personnel itself was even reduced.
Now, these are all the acts that have been taken deliberately since the

administration came to power, many times with the support of a
majority of the Members of Congress.

So, we are all not without some blame. But these are the programs
that might have helped these individuals.

No; there's no need blaming Carter. Mr. Carter has already been
defeated. We can only blame those who are now in office.

It just seems to me that we really border on actions that are criminal
in nature, in which we drive individuals to the point where they are
almost in a position of taking their own lives, when in the face of prob-
lems today we abolish-as Ms. Hines said, we are abolishing these
programs without any replacement.

Now, I suggest that, unfortunately, we will not have a session until
after the elections. But I hope that when we come back after the
elections we can begin to reactivate some of these programs.

If these hearings give support for the reactivation of some of these
programs and some new initiatives, I think certainly the chairman
should be commended for these very excellent areas.

Representative REuss. Senator Sarbanes.
Senator SARBANEs. Mr. Chairman, I'll be very brief.
I want to thank the members of the panel for their very strong

and moving testimony.
I simply want to say to you I think one of the prime objectives of

any economy ought to be to provide their people with a chance to work,
to hold a job, to be able to support their family, have a home in a reason-
able neighborhood, meet their health care needs.

I say that you ought to have the chance to produce all the things
that you indicated you have wanted, not only because it's the right
thing for each individual to be in a part of the mainstream of our
country, but the country needs your contribution, the country needs
to have you part of it.

Now, many of us are dedicated to try and achieve that goal, and we'll
go along in that fight. We know how difficult it is.



I think your testimony was an eloquent statement of how it's im-
pacting on the people. I agree with Congressman Hawkins about the
urgency of the situation. It cannot be excused away. It cannot be ex-
cused away. It must be addressed if we are going to survive as a
nation. Thank you.

Mr. HICKS. Mr. Chairman, may I say a few words?
Representative REUss. You may.
Mr. Hicms. What I want to say-I forgot to say it earlier-Presi-

dent Reagan, when the transit went down on strike, they got a package
passed to get those people back to work right away. Why can't he
turn the economy and get things back in force in the same terms-you
know, he does what he wants to do.

Things that don't concern-that's not going to help the American
people, he doesn't want to bother with. He can emphasize the issue
over in Japan and all of those other different foreign countries, he
can talk about it all day long. Thank you.

Representative REuss. Congressman Hoyer.
Representative HoYEn. Mr. Anderson, before I ask you a question,

I want to thank the chairman for giving me this opportunity to
participate in this hearing, even though Fm not a member of the
conuimnittee.

I think the testimony of all these witnesses, as you pointed out
earlier, is even more compelling than the cold and hard statistics. It
tells us exactly what the magnitude of the problem is.

I think all of us were certainly moved by the testimony of Mr.
Bragg, which very dramatically indicates that there are people out
there who are really losing hope in the leadership of this country,
losing hope that it cares about them and wants to really help them.

Mr. HICKS. Your stated points which, as Representative Hawkins
has pointed out, are very necessary.

Mr. Anderson, I wanted to ask you a question. How long have you
lived in Baltimore?

Mr. ANDERSON. Thirty-five years all my life.
Representative HOYER. You inaicate that you have never seen, in

those 35 years, a time when the employient situation was so bad; is
that correct?

Mr. ANDERSON. From the time I've been aware of what working was
all about; right.

Renresentative Hoy=. You're a member of the union ?
Mr. ANiwssoN. Yes, sir.
Representative HOYER. Obviously, all of you deal with other peo-

ple in the same type of work. Would it be a fair statement that all of
your fellow workers who have been laid off are, in fact, desirous of
working?

Mr. ANDERsoN. Are they desirous of working? I would certainly
think so. We've lost our homes, families have been split up, children
have left-a multitude of problems that come from no income, that
come from making $20,000 to $30,000 a year and then, a year after
you're laid off, you have nothing, no place to turn to.

Representative HoYER. All of you have heard Senator Sarbanes
and other members of the panel make reference to the classified ads.
I presume all of you have looked through the classified ads?

Mr. BAuoo. Sir, could I ask a question?



When Mr. Reagan was on TV and he asked-I can't remember
back how long ago or anything-the President said he was looking in
the paper and there was 23-you know, a lot of pages in the paper.

I sat down and wrote this man. I don't know how long ago that was,
but that man-I don't know-he lives up there in that White House-
well, hell, I hate to say this, but that man, to my point of view-I
hate to put anybody down. My dad told me he'd kick my butt, and
he's in the grave right now-I know he'll turn over when I say this.
But I'm a registered Republican. I'm proud to be a Republican, but I'd
like to see the Republicans and Democrats get together and get this
stupid thing over with.

I can read you a thing here that was given to me by my President
here. The Reagan administration was asked-local unions-we sent
a telegram to the President of the United States, telling him that we
have 5,000 people losing their jobs, especially steel plants.

His exact answer was-and this man wants to get the vote for him
or anybody that runs for an office-this man's exact words were:

"This matter is not one of overriding interest of this administra-
tion."

This man wants me to vote for him? To be behind him?
My little girl wrote him a letter. It's kind of funny. I'm very proud,because I took the gun to my head and my little girl was-I'm scared,I've looked for jobs, I couldn't find them-my little girl wrote a letter

to the President and said:
"Mr. President: My dad took a gun to his head. Now, why don'tyou?"
I felt very proud that my little girl had enough guts to write that,

because I had enough guts to take the gun. I'm sorry that she did
write it. I got it before she mailed it. It's at my home. I asked her,I said, "Why did you write that?" She said, "Well, Dad, ever sincethat man has been in office, you ain't worked." That's the God's truth.I felt sorry for her, because she's flunked-because the pressure-
Crucible Steel shut down on me. I know the President of the United
States has one of the greatest, hardest jobs in the world. I'm sorry
that he does. I feel really bad about everybody being unemployed.
But he doesn't worry. about being. The Congressmen do not have toworry about it, because I figure they've got enough saved to win later.I'm not putting none of you down.

But these guys here-this guy and me, all these guys here-I was
scared to death to come up here, and I'm scared to death because I
don't like to be on TV, I don't like to nothing, because my wife-she
yells. Wait till I get home.

But like you said, to ask if we looked for jobs-in our area there's
no jobs to look for.

Representative HoYER. Mr. Bragg, if I might, of the people that
you talk to, would it be a fair statement that all of them have tried
to look through the classified ads to come up with employment? Or
are they just sitting back and not bothering?

Mr. ANDERSON. It's a little bit more involved than looking through
classified ads. Classified ads are usually looking for specific talent,
nurses, computer technicians.

We're trained in various fields. We're just average laborers out of
factories or out of coal mines.



When your section of the State is completely shut down or more
than half of it is shut down, all the major factories, there's no place
to turn to.

Then, if you find one company that's supposed to be hiring, the
first thing they want you to do is waive all your rights from your
previous job. That's a little unfair, especially when they want to bring
you in at half of what you were making, which I don't think is enough
for a family of four or five to exist on.

Senator SARBANES. I would like to strike "you're just average
laborers in a factory." You're not "just," and you're not "average.,

You workers have helped build-the strength of this country is
what you're all about. You ought not to be cast mn a position of having
to apologize-if you look at the ads, you don't have the special skills
in computers and something else that were advertised for. The
industrial strength of the world's greatest power is built on the con-
tributions that others like you have made over the history of this
country. We're not about to abandon those. You are an important part
of the strength of this Nation's economy, and you ought not to-I
just am concerned because you say, "'We're just average laborers."
You're an important part of what this country is built on, and you
ought to be given a chance to work.

Mr. A.NDERsoN. Senator Sarbanes, we all probably realize that more
than anyone else. But somewhere somebody from higher up doesn't
understand that.

Ms. HINss. I would like to say, first of all, the Baltimore Teachers
Union goes on record as trying to get funds for teachers. Also teachers,
themselves, have tried to create a job market for themselves to no avail.

I would just like to say I do not apologize for being a teacher. This
has been a life-a goal for me. I have always, as long as I can remem-
ber, wanted to be a teacher, and I love what I am doing. I feel short-
changed when I can't do that job.

Very few people get to do a job that they love and want to go to
everyday. I do my job when I am working. So, I do not apologize for
being a teacher, because this is what I wanted to do as a career.

I would say that teachers, as a whole, or anyone who is industrious
who has come up through any of the systems, whether it be the
academic or the vocational, wants to work.

The people that I have talked to, degree and nondegree people,
skilled and unskilled, they want to work.

So. I would say set, most of the people that are out there that are
unemployed-I would say the majority of them-first of all, some
have never been unemployed; and second, yes, they do want to work.
They would rather have a job-I, personally, would rather have a job
than to draw unemployment.

To me, it's degrading that I would have to call my creditors, which
I have never had to do, to tell them that I cannot meet my debt because
I do not have the money. This is three to four times in a week
since I have been unemployed.

I have just a tremendous amount of responsibility, and I am trying
to meet all of that responsibility, holding some people at bay, trying
to satisfy some of my son's needs where lie is in North Carolina, keep-
ing together the other son that has decided that he can't go to college
because it's a hardship on me, plus he can't get a job to keep himself in



school. I have the problem of keeping my daughter's spirit good so she
can finish; this is her last year in school.

It's just something that, unless you have had an experience with,
you cannot realize the awesomeness, the traumatic experience of being
unemployed. I do not wish that on anyone.

The administration certainly needs to look at the human aspect of
it. It's the humanistic aspect of it. It's not statistics. 10.1, yes. 10.1-
a lot of people unemployed. But he uses statistics to say that, well, if
we do this on the one hand, we can withdraw these programs, and that
way we are going to make a turnaround, there's going to be a recovery.
Any time a recovery is going to take more than 2 years, according to
my. education, according to what I synthesize, its going to take more
than 2 years.

This recovery that we are in, it is a coverup. I don't believe we are in
an economic recovery. Seeing the statistics here today would make my
belief more than it was before I got here.

We're dealing with human beings, we cannot throw them by the
wayside. Education is important. Educational budgets have been cut-
very important.

Where do we get our teachers, lawyers, doctors, and other people
in our society? We get it through an educational process. Certainly to
say that now we don't need these teachers because of the fact that there
is no money to pay the teachers is just beyond my comprehension.

Representative HoYER. I'd like to ask one last question.
Obviously, the testimony of all six of these witnesses is very com-

pelling. Obviously, they know an awful lot of people with whom they
have worked in the communities in Baltimore County, Flint, Mich.,
and throughout this country.

Do any of you six know anybody personally or has heard of them,
who believes they are better off in October 1982 than they were in
January 1981?

Mr. HicKs. Have we heard of anybody who says they are better off
now than they were in 1981?

Representative HoYR. January 1981.
Mr. Hicxs. You just came to a point there, Congressman Hoyer. I

am going to relate back to a statement I made earlier. Come to the
point. OK, you emphasized the issue of, have we looked in the want ads.
Yes, we look in the want ads, but when you go to apply for a job you're
qualified for, you find hundreds of others trying to get that job. Some
of the jobs in the plants are taken by schoolteachers who can't find
work in their field, and management has begun laying off skilled
trades people, too, who can't find work in the want ads.

Back to Reagan's statement that there is something in the want ads.
Back here in Flint, regardless of what Reagan says, we have skilled
people such as electricians, diemakers, pipefitters, tinsmiths, die weld-
ers, and so forth, on the street and unable to find anything in the want
ads. Here are innumerable people in the State of Michigan who can't
find work, and these people have really tried. Mr. Reagan, you come
here and see for yourself. We're really hurting. I guarantee that.

Representative REUSS. Congressman Obey.
Representative OBEY. Mr. Chairman, I understand Representative

Mikulski has to leave. I'd like to defer to her, then I will ask my
questions.



Representative Mmuisi. Thank you very much, Mr. Chairman, I
ask unanimous consent that Representative Obey be given the time that
I don't consume.

Representative REUSs. Without objection.
Representative MIKULSKI. I'd like to welcome the Baltimorans here.

We're used to having a winning home team, at least until we came up
against Milwaukee. Milwaukee is as bad off as we are. I would like
to thank you for coming today and providing both the human face
and the human heart to these rather grim statistics.

I can tell you what you need is more than sympathy from your
U.S. Government, and every single one of you has presented us with
an employment problem that can be solved by U.S. Government policy.
Ms. Hines, you could be back to work in a couple of months, if, in
fact, we would restore the educational cuts in our budget. Al Bragg,
Larry Hicks, Nolan Anderson, all of you guys could be back to work,
if we had a realistic import policy in this country and stop exporting
jobs and start exporting products.

Particularly for those of you who work in the auto industry, we
have got a domestic content bill that is stalled in this Congress that
could create the kinds of jobs that you need. Mr. Booth, you are down
there at the Baltimore shipyards, those few that we have got left. They
just awarded a contract to a company called-low cost bidder, that
never even built a ship before, because they were lowest bidder.
Just because his name happens to be George Steinbrenner, he got the
contract, even though you guys voted for a no-strike clause to keep
yourselves working.

Rick Abbott, you could be working in the mines, because we need
to export coal in this country. If, in fact, we could dredge the Balti-
more Harbor, get those ships out, and we'd make sure that the Euro-
pean allies, who we are supposed to be selling coal to, bought from
countries where there is a democratic form of government and guar-
anteed minimum wage rather than buying and selling from the gov-
ernment in South Africa, with their apartheid policies.

So if our State Department got tough, if our Department of Com-
merce got tough, and Congress got off on some of its procedures and
passed some of this legislation, you folks would be back to work. I
know you are going to get a lot of sympathy, but I hope you organize
and stay organized to get more than sympathy from the U.S. Govern-
ment.

God bless you. We hope to see you back at work.
Representative Omi3y. Mr. Chairmian. I don't have any questions. I

do want to echo Representative Mikulski's statement. I do want to
thank you for coming here today and putting a personal face on the
impersonal numbers which we learned about earlier today. I am sure
it was painful for some of you to come here, but I just want to say,
as one Member, that you help the country when you do come here,
because you do make us aware of what is happening behind those
numbers.

I just want to say to the other members of the committee, I am
reminded somewhat of four or five lines from G. K. Chesterton, who
wrote about the unemployment situation in Nottingham. He observed:
"The Christian Social Union here is very much annoyed. It seems that
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there is some duty which we never should avoid. And so we sing a lot
of hymns to help the unemployed."

It just seems to me that you're coming here today is eloquent testi-
mony that this government has an obligation to do more than sing
you a couple of hymns to help the unemployed or sing you a couple
of choruses that prosperity is "just around the corner."

It has been somewhat fashionable over the last 3 years or so, for
people to say that the Government has--that all Government ought
to do is defend the shores and deliver the mail.

Your presence here, I think, is a reminder that Government has a
duty to do more than that. I think your presence is a reminder, in
fact, that we have a statutory obligation that is spelled out by the
Full Employment Act of 1946 and the Humphrey-Hawkins Act of
a couple of years ago, to adopt policies that will, in fact, provide an
opportunity, not the guarantee, but provide the opportunity for every
willing worker, in fact, to find work.

So I would simply suggest that you certainly haven't failed your-
selves or your family. It has been been the system and the policymakers
in this country who, if anything, have failed you. I thank you for
your time.

Mr. BOOTH. Mr. Chairman, may I say something? Referring to
Representative Hoyer's question about looking in the classified ads.
I looked in the classified ad, and I found jobs, but I found them in
other States. I'd have to relocate in order to get the job. I don't have
the money to relocate, so I don't know how I am going to get a job
like that. It's pretty bad when you want to work, and you can't work.
Sometimes there is work, but you can't get there.

I would like to thank this committee for letting me appear here
today, and thank my local 24 for sending me here.

Representative VENTO. Mr. Chairman, I know this morning that
we have heard a series of negative statistics, a harvest of negative
statistics. We have heard point and counterpoint with regard to what's
happening in the last throes of the 1982 mideourse campaign. Some
try to tell us that prosperity is around the corner and things are going
to get better, but I think this morning's release of the unemployment
statistics is a very graphic testimony of the true picture. The testimony
from those that are impacted by unemployment in the nearby com-
munity of Baltimore is being repeated from coast to coast across this
Nation.

This is the price of a failed economic policy. We all hoped that
it would be successful, while we may not have agreed with some of
the components of it. When it was introduced and passed, it was
described as a riverboat gamble.

In January of this year, the President said his administration had
been the victim of its own success. I only wish that they were the only
victims of their last success, but unfortunately, there are millions of
victims of the success of Reaganomics. In -Minnesota we call it
"Wreckonomics," in terms of what it 'has done to the economy and
what's happening. This morning's statistics, no matter how hard we
look to what is happening on Wall Street or other places or the change
in policy now of the Federal Reserve Board are grim. These policies
have made guinea pigs out of American workers, and you have every



right to be outraged and concerned about them. We need the type of
testimony that you have presented here today, so that we can get the
attention of the others who help us in the formation of public policy.

I have not been one that has structured this policy. We believe, and
I think that it is appropriate for the national government to take a role
as an economic activist to address this issue.

We were not sent to this Congress to sit on our 'hands, to watch the
deterioration of -American industry and watch the deterioration of the
American dream, whether it is home construction, or anything else.
We cannot only support social security, which I might add, in spite
of this unemployment level, is still supporting itself. Under this ad-
ministration we can't support anything. We can't support a defense
industry. Here we have steelworkers this morning across the hall and
in this hearing. They closed a steel plant in Pennsylvania that would
have been able to produce all of the imported specialty steel. That is
what we import. That plant by itself could have produced all of it.
We wouldn't have had to import anything.

So we have to face up to a basic policy question, is it going to be a
question of a free enterprise system and letting water seek its lowest
level, or is it going to be a practical view that comes to grips with
reality with regard to the economic and tax policy that takes into con-
sideration -the impact that this has on workers or families, whether
they are young workers or older workers?

We believe that we have to send a message on November 2, to the
other end of Pennsylvania Avenue, and I hope workers like you and
Americans across this country will got out and participate in waking
up Mr. Reagan and waking up Mr. Regan and waking up Mr. Volck-
er, as to where their faulty policies have led this great nation, and
where we are going today.

Thank you, Mr. Chairman.
Representative REUSS. Thank you, Ms. Hines, Mr. Hicks, Mr. Bragg,

Mr. Booth, Mr. Abbott, and Mr. Anderson. You have delivered a mes-
sage that will be heard and will be heeded. We are grateful to you,
and we wish you better luck.

We now stand in adjournment.
[Whereupon, at 12:10 p.m., the committee adjourned, subject to the

call of the Chair.]
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FRIDAY, NOVEMBER 5, 1982

CONGRESS OF THE UNITED STATES,
JOINT EcoNomuc CommrrrEE,

Waskington, D.C.
The committee met, pursuant to notice, at 9:30 a.m., in room 2128,

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

Present: Representatives Reuss and Mitchell.
Also present: James K. Galbraith executive director; Betty Mad-

dox, assistant director for administration; and Mary E. Eccles,
Lowell Gallaway and Nathaniel Thomas, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REuss. Good morning. The Joint Economic Com-
mittee will be in order for its hearing on unemployment.

The news is in and it's awful. The October unemployment figure is
devastating, up more than three-tenths of a percentage point to 10.4
percent, the highest since the Depression. Sadly, when late last month
we predicted that this is just what would happen, the President called
our prediction politics.

But today is not the time for gloating; it is a time for a construc-
tive bipartisan congressional effort to bring unemployment down be-
fore we do even greater damage to our economic and social structure.

The voters for House seats, the governorships, the State legislatures
have sent a message. They want action, action now, without waiting
for a new Congress to get organized and into business sometime next
spring.

They want Democrats and Republicans to work together to create
such a program. If legislators of good will on both sides of the aisle
will heed this signal we can have an era of cooperation rather than
one of confrontation, which has been the case in the recent past.

I believe there are enough people in both parties on Capitol Hill to
constitute a majority for immediate constructive action to modify the
disastrous course we have been pursuing. Those who know the Presi-
dent from old times tell me that he may well decide not to fight such
a constructive initiative from Capitol Hill. They tell me he may de-
cide to follow the advice of old Speaker Sam Rayburn: "If you
want to get along, go along."

Based on emergency hearings over the past month we of the Joint
Economic Committee are currently preparing policy recommendations
for the lame duck session of Congress, policy recommendations which
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were requested early last month by Speaker O'Neill and Senate Mi-
nority Leader Byrd.

The package is being designed to deal with both the immediate
hardships of the recession and the economy's longer term needs. It
will not be a list of favorite Democratic proposals. Major elements
already enjoy bipartisan support in the Congress.

The plan at this stage includes the following points:

(1) INFRASTRUCTURE

Hundreds of thousands of jobs could be generated quickly by up-
grading the Nation's public physical capital. The emphasis must be on
construction and repair of streets, bridges, water systems, sewer sys-
tems, ports, railroads, and other public facilities, all vital prerequisites
for economic development.

Legislation already passed by the House would provide $1 billion
for infrastructure improvements. Given the massive investment needs
facing local communities over the next decade, a larger program is
feasible. Reauthorization and some improvement of programs admin-
istered by the EDA would provide additional resources for this effort.

In addition, a well-run public employment program could provide
useful work, particularly for our young people, in maintaining the
physical infrastructure and in conserving our outdoor resources.

(2) HOUSING

Subsidies for new, moderately priced housing offer another means
of reemploying hundreds of thousands of workers in construction and
related industries. Subsidies of mortgage interest rates should be
available for low- and moderate-income families along the lines of
homeowner legislation vetoed by the President last summer. This
should be complemented by new multifamily rental assistance pro-
grams and by changes in the existing tax incentive laws so as to en-
courage the rehabilitation and conversion of older buildings to low-
and moderate-income housing.

Besides boosting construction employment, these housing measures
will generate jobs in a wide variety of depressed industries, including
lumber, steel, home appliances, and other durables.

(3) MILITARY SPENDING

We must act to reduce the growth in future deficits due to an ex-
cessively rapid and wasteful increase in armaments expenditure. A
moderate and sustainable rate of 5 percent per year in real terms is
adequate to create an effective military and yet to avoid weakening
the country by endless inflationary outyear deficits.

(4) MONETARY POLICY

The Congress must insist that the Federal Reserve take sustained
action to lower real interest rates. Despite a recent easing of monetary



policy the Fed remains committed to going back to restrictive targets
for the growth of money and credit next January 1. For the last few
weeks, thank heaven, the Fed bath given. An immediate legislative
signal is needed so that the Fed will not abruptly take it away.

Commissioner Norwood, we are grateful, as always, for your pres-
ence here this morning. Congressman Mitchell.

OPENING STATEMENT OF REPRESENTATIVE MITCHELL

Representative MrrHLXr. Thank you, Mr. Chairman.
I want to join you in hoping that the Congress will move swiftly

and effectively on the recommendations being advanced by this com-
mittee. It is time to act. I do not think we can put action off any longer.

In addition, I reflect on American history, and I can only remember
a few occasions when pain was inflicted on American citizens as a part
of national policy. In our domestic wars, both the Civil War andthe
war against the Indians, there was national policy that inflicted pain.
When this nation permitted slavery and racial segregation as the law
of the land which was national pohey, enormous pain was inflicted.

But apart from those one or two instances I am hard pressed to
think of any time in which national policy geared toward some ephem-
eral economic theory was used to inflict pain on the American citizens,
and that is exactly what is happening today-enormous pain is being
inflicted.

I honestly do not believe that old Herbert Hoover meant to inflict
pain. I think he was a victim of circumstance, incompetent to deal
with the situation, and I do not think that was the intent of the Hoover
administration. But this administration has the experience and the
benefit of reading history. It has the benefit of economic forecasts and
indicators, and yet it has deliberately chosen to follow a course which
is inflicting enormous pain on not only the 11 million persons counted
as unemployed, but literally hundreds of thousands of others.

How short sighted it is, how stupid it is to continue to inflict pain
which is going to be with us for many years.

Our psychologists point out that there is a correlation between the
rates of unemployment and the incidence of mental illness. Some other
new statistics that I learned of yesterday point out that for every 1
percentage increase in unemployment the number of suicides exceeds
200; that is pain.

This is most troubling to me. What is totally troubling to me is the
callous and cynical attitude of the administration toward the black
unemployed. I know what the administration's position is on blacks
in this country. They do not support affirmative action, which will
thwart every kind of gain that blacks have made. I understand that.
But to permit 20 percent of black Americans to be out of work is to-
tally unconscionable.

Any unemployment is bad, particularly for any person who is out
of work and wants to work. But to perpetuate a national policy which
now has one out of every five, 20 percent, blacks unemployed is the
most cruel, cynical and vicious position an administration can take.



I do not know how much people can take. I know it gets harder for
me each month. I am working. How much more can those people take
when they see their unemployment benefits exhausted, money to feed
their families, and who see a contempt, an arrogant contempt demon-
strated day by day by the present administration. And the Congress, a
Congress that does not have guts enough to put up a fight against those
who would inflict pain on human beings.

Mr. Chairman, I know that in our report of recommendations we
have steered away from odd dollar figures, but I'm going to recommend
that we fight very hard for a minimum $7 billion public works bill.
That figure pales into insignificance when you look at the rate of un-
employment and measure that by $22 billion in income maintenance
for every 1 percent of unemployment. $7 billion of public works
would be the shot in the arm that we need. It will not ease the pain of
literally hundreds of thousands, millions of people who are suffering.
It will not ease all of that pain, but it will give hope and ease the pain
for some.

I stressed my concern about black unemployment this morning be-
cause f6r years I have been arguing that there is a tradeoff between
black unemployment and inflation. It really was not until white un-
employment started to rise that any attention was paid to the un-
employment rate. None. I stress that primarily because I think that
kind of an attitude is symptomatic and demonstrable evidence of what
this administration thinks about me and my people.

Thank you for letting me make a statement, Mr. Chairman.
Representative RE'uss. Thank you.
Commissioner Norwood.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BUREAU
OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOMPANIED
BY THOMAS J. PLEWES, ASSISTANT COMMISSIONER, OFFICE OF
EMPLOYMENT STRUCTURE AND TRENDS; AND KENNETH V. DAL-
TON, ASSOCIATE COMMISSIONER, OFFICE OF PRICES AND LIVING
CONDITIONS

Ms. NoRwooD. I am very pleased to be here this morning to offer
the Joint Economic Committee a few comments to supplement our
"Employment Situation" press release issued this morning.

The employment situation deteriorated further in October. The
statistics released today by the Bureau of Labor Statistics show an
increase in unemployment and a decline in employment. The reduc-
tion in jobs continued to be concentrated in the manufacture of dura-
ble goods where employment has declined for the past 15 months.

The overall unemployment rate increased from 10.1 to 10.4 percent.
The rate for adult men was 9.8 percent in October. It has moved up
4 percentage points over the course of the 1981-82 recession. The rate
for adult woman also increased in October; it has been rising less
sharply than the rate for men and, at 8.6 percent in October, was up
about 2 percentage points from July 1981. The teenage unemployment



rate was about unchanged in October; it has hovered around 24 per-
cent for the past 4 months.

The jobless rate for full-time workers rose in October, and the job-
less rate for persons 25 years and older reached 8.1 percent. Because
this recession is concentrated in the goods producing sector where
nearly all jobs are full time and this sector employs a high proportion
of prime age males, jobless rates for both of these groups are at record
highs.

A considerable amount of turnover among the jobless usually occurs
from month to month, and nearly 4 million persons who were unem-
ployed in October were not jobless in the preceding month. Neverthe-
less, the recession has resulted in an increase in the duration of unem-
ployment. In October, 35 percent of the total unemployed had been
jobless for 15 weeks or longer, and nearly 20 percent of the total for
6 months or more.

The October employment decline was particularly evident in the
household series, where employment had held about steady over the
June-September period when there were continued reductions in the
payroll series. The figures released today bring the two series closer
in line, with the household series registering a decline of about 700,000
since June and the payroll series 900,000.

In October payroll employment, as measured in the business survey,
declined by 265,000. The BLS diffusion index of 186 industries showed
that these employment declines were widespread. Three quarters of
the decline was in durable goods manufacturing. Job reductions were
especially large in the machinery, transportation equipment, primary
metals, fabricated metals, and electrical equipment industries.

The proportion of the population with jobs, although still high by
historical standards, has edged down since the beginning of the reces-
sion. It declined to 56.6 percent in October. The ratio for adult men,
at 69.5 percent in October, has declined 3.1 percentage points since the
current recession began.

The labor force, which has increased by 1.5 million over the past
year, declined by 340,000 in October after seasonal adjustment, return-
ing to the same level as in August. Since August, however, the adult
male labor force has increased by 330,000, whereas the adult female
labor force has decreased by 280,000.

Since the recession began the increase in the rate of women's labor
force participation has slowed. Their rate of participation held about
stcady between May 1981 and April 1982. While there was an apparent
pickup m women's labor force activity during the summer months,that icrease has been almost wiped out over the past 2 months.

In summary, the labor market deteriorated further in October. Em-
ployment declined substantially, particularly in durable manufactur-
mng; unemployment was especially high among construction workers
and factory workers; and the overall unemployment rate reached 10.4
percent.

Mr. Chairman, Mr. Plewes, on my left, who handles our labor force
data, and Mr. Dalton, on my right, who is our expert in prices, and
T will try to answer any questions you may have.

[The 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 ARIMA method X-11
rxadjust- method Ran2Month and year UdCnu-1 o omr (clpOfficial Crnctr Stable Total Residual 12-. fo to 8)eremapol- ofetatj Otion methodf)

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

1981
October .................................. 7.5 8.0 8.0 8.1 7.9 7.9 8.0 8.0 0.2
November ............................... 7.9 8.3 8.3 8.4 8.3 8.3 8.3 8.4 .1
December ............................... 8.3 8.8 8.8 8.8 8.8 8.6 8.8 8.8 .2

1982

January .................................. 9.4 8.5 8.6 8.5 8.6 8.7 8.5 8.5 .2
February................................. 9.6 8.8 8.7 8.6 8.8 8.9 8.8 8.7 .3
March..................................... 9.5 9.0 9.0 8.9 9.0 9.3 9.0 9.0 .4
April................... 9.2 9.4 9.3 9.4 9.5 9.4 9.4 9.4 .2
May........................................ 9.1 9.5 9.3 9.9 9.8 9.4 9.5 9.7 .6
June.................... 9.8 9.5 9.5 9.4 9.2 9.4 9.5 9.5 .3
July........................................ 9.8 9.8 9.7 9.8 9.6 9.6 9.7 9.7 .2
August ................................... 9.6 9.8 9.8 9.8 9.7 9.7 9.7 9.7 .1
September.............................. 9.7 10.1 10.1 10.1 10.1 9.9 10.2 10.1 .3
October .................................. 9.9 10.4 10.4 10.6 10.4 10.2 10.5 10.5 .4

EXPLANATION OF COLUMN HEADS

)11 Unadjusted rate Unemploymnrt rate not seasonally adjusted.
2) Official rate (X-1l ARmethod): The ublished seasonally adjusted rate. Each of the 3 major labor force components-agricultural

employment, nonarricultural empynt and unemp ent-for 4 age-sex groups-males and females, ages 16 to 19 and 20 yr. and over-are
seasonally adjusted independently using data from uary 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 lauto-regressive, integrated, moving average) models chosen specifically for each series. Each
extended series is then seasonal sted with the X-ll portion of the X-11 ARIMA program. The 4 teenage unemployment and nonagricultural
employment components are adjusted with the additive adjustment model, while the other components are adjusted with the multiplicative model. A
prior adjustment for trend is applied to the extended senes for adolf male unemployment before seasonal adjustment. The unemployment rate is
cOputed by summing the 4 seasonally justed unemployment components and calculating that total as a percent of the civiian 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 cmp at the beginning of each year; extrapolated factors for July-December are computed in he middle of the
year after the June data heceme available. Each set of 6-me tactors are published in advance, in the January and July Issues, respectively, of
employment and earnings.

(3) Concurrent (X-fl ARIMA method): The procedure for cemputation 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.

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

(5) Total (X-11 ARIMA method): This is I 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 seasonay adjusted total civilian labor force. Factors are extrapolated in 6-mo intervals and
the series revised at the A of each year.

(6) Residual (X-1l ARIMA method): This is another alternative ar ation method, in which total employment and civilian labor force levels
are extended using ARIMA models and then directly adjusted with mu ip adiustment models. The seasonally adjusted onem ent teve isderived by subtracting seasonally adjusted employment from seasonally adjusted ilabr force. The rate is than cemputed by the derived

u ment level us a percent of the labor force level. Factors are extrapolated in 6-mo intervals and the series revised at the end of each r.
J7) 12-month extrapolation (X-11 ARIMA method): This approach is the same as to official ure except that te factors are etr d

in 2-mo intervals. The factors for January-December of the current year are cemputed at the bginning of the year based on data throogh the
preceding year. The values for January Jue of the current year are the same as the official values since they reflect the same actors.

(8) -11 method (former ffciaa The proceure for compoation of the official rate is used except thate series are not extended
with ARIMA models and the factors are rected in 12-no intervals. The standard X-11 program is used to perform the seasonal adjustment.

Methods of adjustment The X-1l ARI method was developed at Statistics Canada by the Seasonal Adjustment and Times Series Staff under
the direction of tstela Bee Danum. The method is described in "The X-11 ARIMA Seasonal Adjustment Method," by Estela Bee Dagum, Statistics
Canada Catalogue No. 12-564E, February 1980.

The standard X-11 method is described in "-11 Variant of the Cenus Method 1I Seasonal Adjustment Program," by Julius Shiskin, Alian Young,
and John Musgrave (Technical Paper No. 15, Bureau of the Census, 1967).

Source U.S. Departmnent of Labor, Bureau of Labor Statistics, November 1982.
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THE EMPLOYMENT SITUATION: OCTOBER 1982

Unemploment rose in October and employment declined after adjustment for seasonality, the
Bureau of labor Statistics of the U.S. Department of Labor reported today. The Nation's

unemp loyment rate increased from 10.1 to 10.4'per cent over the month and was substantially above

the .Tuly 1981 pre-recession low of 7.2 percent.

Total employment--as measured by the monthly survey of housaeholds--fell by 630,000 in

October to 99.1 million. Nonfarm payroll employment--as measured by the-monthly survey of

establish::ents--dropped by 265,000 to 88.9 Million, AS job losses continued Ir. durable goods
manufacturing.

Unemployment

The number of unemployed persons rose by 290,000 in October to 11.6 million, seasonally
adjusted, following an increase of 450,000 in the previous month. Since July 1981, unemployment

has risen by 3.7 million, with virtually all of the Increase occurring among persons laid off or

permanently separated from their jobs. Persons who have lost their jobs now account for over 63

percent of total unemployment, compared with about 50 percent in July a year ago. (See tables

A-1 and A-1.)

The overall unemployment rate, at 10.4 percent in October, was 0.3 percentage point higher
than in September. The rate has increased fairly steadily over the past 15 months from a

pre-recession low of 7.2 percent. Nearly all of the October rise in joblessness occurred among

adult men and women, whose ratca reached 9.8 and 8.6 percent, respectively; the rate for

teenagers was about unchanged at 24.0 percent. The increase for adult workers was reflected in

higher unemployment rates for married men (7.6 percent), married women (7.9 percent), and
full-time workers (10.5 percent). Among race-ethnic group., the unemployment rate for white

workers rose to 9.3 percent. while rates for Hispanics and blacks., at 15.2 and 20.2 percent,

cespectlively, remained at record levels. Virtually every wrker group has posted substantial

increases in unemployment from their pre-recession levels. (See tables A-1, A-2, and A-5.)

The average (mean) duration of unemployment rose over the month to a post-World War Ii high

of 17.2 weeks, as the number of long-term unemployed (those jobless 15 weeks or more) continued

to increase. Median duration was about unchanged at 9.6 weeks, after rising in September. (See

table A-6.)

The number of nonfarm workers on part-time schedules for economic reasons held about steady

at 6.6 million in October, following a sharp rise in September. This number was 2.2 million

above the July 1981 level, (See table A-3.)
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Total Employment and the labor Force

Total employment dropped by 630,000 in October to 99.1 million, seasonally adjusted. Since
July 1981, employment has dropped by 1.8 million, and the proportion of the population employed,
at 56.6 percent in October, has declined by almost 2 full percentage points. Declines in the
ratio occurred among all three major age-sex groups but were sharpest among adult men and
teenagers.

The civilian labor force declined by 340,000 in October to 110.6 million, seasonally
adjusted, following an increase of the same magnitude a month earlier. Over the year, the labor
force expanded by 1.5 million persons, with adult women accounting for 1.0 million of the gain
and adult men another 850,000. A labor force decrease for teenagers of 375,000 stemmed
primarily from a declining population. (See table A-1.)

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

Category

HOUSEHOLD DATA

Civilian labor force...................
Total employment...................
Unemployment.......................

Not in labor force....................
Discouraged workers.................

Unemployment rates:
All workers.......................
Adult men.........................
Adult women.........................
Teenagers...........................
White...............................
Black...............................
Hispanic origin.....................
Full-time workers...................

ESTABLISHMENT DATA

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

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

Thousands of persons
108,667 110,168 110,715 110,644 110,980 110,644 -336
100,654 99,740 99,764 99,839 99,720 99,093 -627
8,013 10,428 10,952 10,805 11,260 11,551 291
61,746 61,852 61,807 61,867 61,710 62,237 527
1,094 1,497 1,619 N.A. N.A. N.A. N.A.

Percent of labor force

7.4 9,5 9.9 9.8 10.1 10.4 0.3
6.0 8.4 9.1 8.9 9.6 9.8 0.2
6.7 8.2 8.3 8.2 8.3 8.6 0.3

19.1 22.8 23.9 24.0 23.7 24.0 0.3
6.4 8.4 8.8 8.6 9.0 9.3 0.3

15.8 18.5 19.2 18.8 20.2 20.2 0
9.8 13.3 14.4 14.6 14.6 15.2 0.6
7.0 9.3 9 .7  

9.6 10.1 10.5 0.4

Thousands of jobs
91,360 90,029 89,345p 89,312 

8 9
,18

5
8p 88,925p -263p

25,646 24,179 23,677p 23,657 23,535p 23,279p -256p
65,714 65,850 65,668p 65,655 65,653p 65,646p 7p

Hours of wrk

35.2 34.9 34.8p 34.8 3
6

.8p 36.7p
39.8 39.1 39.0p 39.0 38.7p 38.7p
2.9 2.4 2.4p 2.4 2.3p 2.2p

p-preliminary. N.A.nlOt availabie.
p-preliminary, N.A.-not available.
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Industry Payrol Egog ment

Nonagricultural payroll employment declined by 265,000 in October to 88-9 million, after
seasonal adjustment. Since July 1981, the nber of nonfar: jobs has fallen by 2.5 million.
iost of the over-the-month cutbacks were in the goods-prod.cing sector, esperially In the
durable goods manufacturing Industries where employment dropped by 200.000. (See table B-1.)

Among the durable goods industries, the most sizable losses occurred in the five major metal
and metal-using industries--machinery, primary metals, fabricated metals, transportation
equipment, and electrical equipment. Within nondurable goods, several Industries registered
mall employment declines. Manufacturing employment was down 230,000 over the month and 2.0
million since July 1981. Jobs in mining and construction also continued to decline.

&:ployment in the service-producing sector was little different fro: September, as changes
anung the component Industries were generally small and offsetting. There was, however, a
continued reduction in trade, where job losses have totaled 180,000 in the past 3 months.

Hours of Work

The average workweek of production or nonsupervisory workers on private nonagricultsral
payrolls, at 34.1 hours in October, seasonally adjusted, edged down 0.1 hour.over the month.
The factory workweek was unchanged at 38.7 hours, after having dropped by half an hour between
July and September. Factory overtlac was down 0.1 hour to 2.2 hours in October. (See table
a-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private
nonfarm payrolls declined 0.6 percent in October to 103.2 (1977-100). The manufacturing indes
dropped 1.8 percent over the month to 83.9 and has declined by 16 percent since July 1981. (See
table 3-5.)

Hourly and weekly Earnings

Average hourly earnings increased 0.4 percent in October, whIle average weekly earnings
edged up by 0.1 percent, seasonally adjusted. Before adjustment for seasonality, average hourly
earnings rose 2 cents to $1.18, 36 cents above the year-carlier level. Average weekly earnings,
at $270.74, were up 69 cents ove, the month and $9.56 over the year. (See table B-3.)

The Hourly Earnings Index

The lourly Earnings Index (lE1) was 150.6 (1977=100) in October, seasonally adjusted, 0.4
percent higher than in September. For the 12 months ended in October, the increase (before
seasonal adjustment) was 6.1 percent. the HEt excludes the effects of two types of changes
unrelated to underlying wage rate movements--fluctuations in overtime in naufacturing and
interindustry employment shifts. In dollars of constant urchasing power, the HFI increased 1.2
percent during the 12-month period ended in September. (See table B-4.)



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. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
177,000 establishments employing about 36 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 nre also
counted as employed if they were on unpaid leave
because of illness, bad weather, disputes between labor
and management, or personal reasons.

People are classified as unemployed, regardless of
their eligibility for unemployment benefits or public
assistance, if they meet all of the following criteria:

They had no employment during the survey week; they.
were available for work at that time; and they made
specific efforts to find employment sometime during the
prior 4 weeks. Also included among the unemployed are

persons not looking for work because they were laid off

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

The civilian labor force equals the sum of the number
employed and the number unemployed. The unemploy-
ment rate is the percentage of unemployed people in the
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-1, 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



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 . ch 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 he 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-
justimentis 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 factots 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 he 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 er o, from the results of a complete census.

The chances ac 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 teenage-s.
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 mounth of September ate 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 vie- 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 $6.00
per issue or $39-00 per year from the U.S. Government

'rinting 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-

lions 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, 0. P. and Q of that publication.
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HOUSEHOLD DATA HOUSEHOLD DATA
Table A.1. Employment status of the population by sex and age
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Table A-2. smp4oyent slatus of the population by race, sex, age. and Hispanic oigin
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Table A.. Selected em0ployment Indicater
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Table A.7. Reason for unemployfmnt

(Number in thousands1
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Table AS. Employment status of black and 0the w es
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Table . employ* on nonagricultul payrolts by industry
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Table B.2. Awrage tweekly hours of production or loflsuperoloory workers' on Private nonagricultural payrolls by Industry
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Table B-3. Average horty and weekly eamings at producion Or nonsuperilsory woters' om priate nonagricattural

payrolls by Industry
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Table B-4. Hourly Eamlgs Index for Production or nonsupervisory workeras on private nonagricultural payrolls by indastry

(1977. 10

Orm.1 an.st ertao
Omtlrsia'a.........

= .......s..

Wt W.0.osd ofa oOa
Frialadcd

Fat e .. ......

0000 af l -n 092 ro

104.0 000.3 090.0 150

0,2.0l 92.7 93.0 *j

ln.u 156 054. 054
143.0 150.3 m. 5
400. 145.9 046. l4t

10. 95. r~ n
.o 6.7 1 14.9 1 107.351

99. 09. 19.0 -1.. 112

1013 1 10:1 11 101

140.6 10. 147000.0 0.0

000.t 155215.0 D~ .t
:14. 1 009.I r2- 130.3 .4

I See ootoe e, ta61 8.2.

2 03 t5r e0 19d-8ycle an/or t relb

N. - not vailble 1
P -1elmiay.

Table By5. Indexes of aggregate weekly hours of production or nonsupervisory workers' on private nonagricultural

payrolla 
by Industry

Toal poleata

... .. ... .. ... .. .. ... .. ... .. ..
minting ... . . . . . . . . . . . . . . . . . . . . . .

Sog. lly, cn lareproducts ............

....... ...... m:~ pr...t..

T ..............tc~l

'"trr.rsad rot d rdut ............

Mu iucllnso amau ct ur n ..... . . . . . .

Food. -n inrd p-I uot . .......... ...
Textile.....p.du.t......

Rubbr and alied poutcslDt.... .riLingcndpulftJorlo. ....... .
ChcI.- lrrlalsao .........d ............ . . .....
errolsurri and Publi prOu .... ts... .. ..

Phleuler sd mgisc platic ... r...d .... . ..

FtttSwr . .....t .tt..t. a.... ..... . . ......

- Ie

'5..1- totnt. -a

"In -o. Sp.Ot. 0Mt. J0cc Jop Alog. Sept. 4
1908 192 10 92Pit 902 1902 1902 t9t2 1902

109.0 196.1 105.0 100.2 007.7 100.9 104.8 100.1 103.0 103.2

102.0 91.0 91.5c 90.0 99.7 9. 10 9. 87 1.

100.2 123.7 120.0 110.0 103.9 128.2 125.1 12l.0 117.9 106.2

116.1 110.7 10%.9 100.0 100.1 101.0 101.9 100.5 90.2 97.3

97.9 00.0 87.1 05.0 90.8 80.0 07.0 00.5 05.0 03.1

07.0 02.8 83.2 81.5 90.0 0.7 86.1 80.1 02.2 80.2
00.3 82.6 82.2 80.2 01.0 79.8 79.0 70.7 70.9 7.890. 00. 01 9.0 89. 9.:9 88. 07.3 09.0 07. 07.0:91.0 02.2 2. 0.1 0.20.: 00 97 7931.
07.0 05.9 00.7 60.0 00.6 70.1 60.0 07.0 60.0 61.395.7 01.2 t1. 5 00.1 90.2 00.0 87.9 02.0 009 it.109.7 80.6 05 8. 1. 90.0 92.1 08.9 :06.3 03.:0

125.9 90. 90.0 93. 100. 97.7 97.5 95.6 93.0 92.000.3 70.0 77.3 76. 07.0 8 2. 03.1 79.0 17:.1 70.11 3 t 10.0 003.7 101.60 113.0 107 .2 '06.7 10.0 , 10. 101.5
99.0 83.7 8. 0 0.0 9a 1.8 83 .0 So.i 02.0 81.0 00.08

'90. 92.2 93.0 91.3 90.5 1.. 10.3 90.0 90.2 09.020 102.9 000.7 100.0 97.2 95.0 96.1 93.9 95.0 95.3000.9 - 95. 9.0 99.1 90.8 90.0 09.0 90.7 00.'110.007.0 75.0 75.0 70.3 05.0 70.8 70.7 75.2 75.2 05.95.6 05.7 05.9 05.5 93.3 05.8 03.2 00.3 00.7 03.0
0. 900 92.7 90.0 90.3 92.5 02.2 910h M17 90.286 0N0 005.5 805.0 006.0 105.9 005.3 80.9 iOS., 0,1:b9

100.0 90.3 90.9 93.2 000.9 90.9 0. 98. 9.9 3.103.0 90.0 101.9 109.7 800.1 95.0 00.2 95.5 90.7 90.580.0 9 2.5 93.1 91.1 99.0 90.9 95.0 93.0 92.5 09.0
0. 796 77.0l 70.0 0. 70.0 77.0 70.0 70.2 72.9

1.5 199 02.5 882.0 88. 002.8 092.2 909.0 892.2 002.0

005.5 902.0 802.0 800.5 100.2 102.2 1000.5 001.2 1000.0 900.0

1000.8 107.7 100.1 005.8 800.2 105.0 106.1 005.5 005.0 005.9

012.0 909.0 1000.0 900.7 000.06 000 109. 00. 900. 907.0
100.5 800.9 905.2 1008.0 100.9 900.2 90.71 1. 10.0 00.

m8.0 08c. 90.006.7 817.0 187.0 097.0 007.2 087.2 990.9
820.0 928.3 922.5 122.3 920.0 129.9 021.0 029.892. 925

P-PreoOWlnoo



85

ESTABLISHMENT DATA ESTABLISHMENT DATA

Totle 8.6 Index*s of diffusion: Percnt of industries n which emptoymnt' increased
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Representative REUSS. Thank you, Commissioner.
Directing your attention to that chart, with the exception of a 1-

month improvement from January to February 1982, ever since July
1981, 15 months ago, when President Reagan's budget and tax pro-
gram were enacted into law, the results have been unmitigatedly aw-ful, have they not? Unemployment has gone up constantly.

Ms. NORWOOD. Since the prerecession peak, or in the case of unem-
ployment, the low, in July 1981, the unemployment rate has increased
from 7.22 percent in July 1981 to 10.4 percent in October 1982.

Representative REUsS. I recall last February, right after the modest
fraction of a percentage point improvement in unemployment, the
Secretary of the Treasury predicted that the economy would come
roaring back. Actually it has been roaring downward, has it not, since
February?

Ms. NORWOOD. The employment and unemployment situation has
deteriorated.

Representative REUSS. We are concerned, of course, not only with
the sad past-that's the prologue-but what's going to happen now.
Do you see in the overall unemployment statistics which you bring us
this morning any hopeful signs ? The main message is one of a very sad
increase in unemployment, more than three-tenths of a percentage
point in 1 month. That translates to something like 300,000 or 400,000
American men and women without jobs as a result of what happened
in 1 month?

Ms. NoRwooD. Yes; there was an over-the-month increase in unem-
ployment of about 300,000, Mr. Chairman.

Representative REUss. Is there any ray of hope in all those statistics
you bring us-that you can see as a statistician?

Ms. NORwOOD. As I have indicated, I believe that the set of data that
we released today for the month of October show considerable deterior-
ation, particularly in the durable goods manufacturing sector. It is
true, of course, that some of these reductions in employment will prob-
ably be translated into lower labor costs and, perhaps, increased pro-
ductivity and, therefore, perhaps improved profit pictures of com-
panies. But that is the classic kind of reaction that occurs with a re-
cession.

Representative REUSs. If I could interrupt you there, and I'm not
in any way critical of what you said. A great way to get labor costs
down, I suppose, is to see that everybody is unemployed. Then labor
costs are zero. Isn't that about what you are saying?
. Ms. NORWOOD. No; I was merely commenting on a description of

what I think is going on. Manufacturers are clearly continuing to re-
duce their labor forces. The concentration of this reduction and un-
employment is occurring in the durable manufacturing sector which
has traditionally been the employer of mature workers, most of them
males. I think the data that we released today demonstrates that this
group, as well as some others who always have a harder time in the
labor force, have been very much affected by this recession.

Representative REuss. I, too, have searched the figures trying to find
some ray of hope but have not had any success. Normally when things
are getting better--even though 1 month's unemployment figures may



be awful-if hours worked per week increase or if overtime hours in-
crease, you can say, well, that's a little ray of hope. Maybe things are
turning around. But am I not right? Is it not a fact that in October
manufacturing hours, 38.7 hours per week, did not improve and over-
time hours actually got worse?

Ms. NoRWooD. Yes, sir; that's absolutely right. And, of course, we
must remember that hours of work in manufacturing declined last
month. So that we have a situation, particularly in the durable manu-
facturing sector, where employment is down, and hours of work are
down. The service-producing sector is relatively, I suppose the word
might be "weak." Retail trade is not expanding and, therefore, there
have been some reductions in the retail trade sector. The services in-
dustry itself has had an increase in employment. But I think that the
set of data we have today would focus attention on the manufactur-
ing sector.

Representative REuss. So you regretfully have to agree that one gets
gloom, not cheer, out of the hours worked.

Let's turn to another level. Sometimes unemployment is bad because
in a certain number of areas of the economy it's very bad, but it's
getting better in a lot of other areas. In that, there is reason to have a
little hope. Is it not a fact, however, that today's figures, far from
seeing growth, see employment levels declining in a great number of
key industries: 201,000 losses in durable goods jobs; 31,000 losses in
nondurable goods; even 25,000 losses in retail trade. And isn't it fur-
ther a fact that 72 percent of all the industries in our categories were
either declining sharply or at least stagnating in October? That's the
figure I get, 72 percent. Is that right?

Ms. NORWOOD. Yes, sir. The situation shows a clearly deteriorating
labor market.

Representative REUSs. A third ray of hope sometimes seized upon by
optimists like myself when things are bad is the number of claims for
unemployment insurance. Sometimes it is darkest just before the dawn
and even though unemployment is bad, unemployment compensation
claims fall off markedly. But is it not a fact that in October unemploy-
ment compensation claims were at record heights? That. in the week
ending October 2, there were 690,000 human beings making new un-
employment claims; in the week ending October 9, it was 684,000 such
people; in the week ending October 16, it was 687,000 such people; and
in the week ending October 23-that's the last we have-668,000 peo-
ple. Are those figures not accurate?

Ms. NoRwooD. 677,000.
Representative Russ. That was the last week?
Ms. NoRwoon. Yes.
Representative REUSS. For the week ending October 23, 677,000?
Ms. NORWooD. Yes, sir.
Representative REUss. In other words, it's even worse than I had

thought.
Ms. Nonwoon. I would expect that the unemployment insurance

claims figures would be going up because unemployment is rising.
Representative REuss. True. It could be due to new entrants in the

labor force that were not eligible for unemployment compensation.
Wives, for instance, with young children made desperate and forced
on the labor market by the fact that there is no food for the young
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children. That would not show up in unemployment compensation
claims, would it ?

Ms. NoRwooD. Well, depending upon whether they had had prior
work.

Representative REUSS. I'm taking a case of a mother who has been
busy having children, and has not been able to work, and doesn't want
to work but is now out looking for it because the family needs bread on
the table. In a case like that-and there are such, and I know of them-
that wouldn't show up in new unemployment compensation figures,
would it ?

Ms. NoRWOOD. That's right, it would not.
May I say, Mr. Chairman, as you know we had a decline in the labor

force for the month of October and the groups that were affected were
people who generally had been employed and were experienced work-
ers. It is also true, as you and I have discussed many times, that women
are to a very large extent remaining in the labor force even when they
have children.

You probably noticed that I have focused a ood deal of attention,
both in my statement and in my comments, on the unemployment situ-
ation for adult men and also the group that is over 25 years of age,
because I think that that group, together with the employment decline
in the durable manufacturing sector and the decline in the labor force,
shows clearly that that's where, in the month of October at least, the
greatest deterioration occurred.

Representative REUSs. Well, it is an unbelievably sad picture, and
I hope that one good that can come out of this morning's honest pres-
entation is that the sleeping beauties of this administration will wake
up and, just as Rip Van Winkle awakened, will tend to their business,
and that an era of cooperation rather than one of confrontation is one
that lies ahead. Congressman Mitchell.

Representative MIrCHELL. Thank you, Mr. Chairman.
Some in the administration argue wrongly that the pain of unem-

ployment is not so bad because people do draw unemployment com-
pensation benefits. How many workers have exhausted the benefits
available to them under the regular unemployment compensation pro-
gram and the extended benefits program?

Ms. NoRwOOD. Those data have a considerable timelag since they are
an output of an administrative data base of the unemployment insur-
ance system. For the month of August, which are the latest data that
we have, there were roughly 360,000 who had exhausted their regular
unemployment insurance claims, and then there were 120,000 who had
exhausted extended benefit claims. There are, of course, the additional
extended benefits which were voted by the Congress more recently.
The data that we have received from the people that are responsible
for the administration of this system would indicate that about 790,000
people were getting the new Federal extended benefits in the week of
October 16, the survey week.

Representative MITCHELL. Is it true the new extended benefits run
for 13 weeks?

Mr. PLEWES. It varied by State. The maximum was 10 weeks, and
then in some States, other persons were eligible to come back for anadditional 6 or 8 weeks by that legislation.



Representative MrrCHELL. Then it is clear to me that if this trend in
unemployment persists, and it will unless some key people change their
minds, those new extended benefits will be exhausted shortly after the
first of the year, won't they?

Mr. PLEWES. That's a possibility, sir.
Representative MITCHELL. Then the administration's spokesperson

is not telling the whole truth when he said that the pain of unemploy-
ment is cushioned by unemployment compensation benefits.

What happens in those States that can only pay 6 weeks of supple-
mental benefits? My Lord. I guess in those States people have ex-
hausted their new supplementals, haven't they I

Ms. NoRwooD. In some cases that isn't true.
Representative MITCHELL. In some States there is nothing left for

people who are unemployed because of a demonic national policy; I
suppose nothing is left to them but public assistance.

I'm curious. The data that you gave us this morning shows that the
white male unemployment rate was 8.8 percent; the black male un-
employment rate is 19.8 percent. Double. How do you account for this
unusually large gap? What is the explanation for this?

Ms. NORWOOD. As you know, Congressman Mitchell, the unemploy-
ment rate for blacks has been for a very long time at least double the
rate for whites. The black population of the country, which represents
roughly 10 percent of the population, have 20 percent of the unem-
ployment and an even more disproportionate share of discouraged
workers and those working part time for economic reasons. The em-
ployment situation for the black population of the country has been
a serious problem for a long time. It did not change very much this
month. But, really, since t e recession of 1980, the rates have been
hovering at very high levels.

Representative IArTCHELL. I realize it is a problem of long duration.
Since the end of World War II, the black rate of unemployment has
remained twice as high as the white rate. But I would insist that these
insidious policies being pursued by the administration exacerbate the
black rate of unemployment. We have seen the gap before, but never
has it been this big, and I must confess I think this is almost totally
due to the fact that policies of the administration heighten and ex-
acerbate the problem.

Do I have time for another question, Mr. Chairman?
Representative REuss. Surely.
Representative MrrCHELL. Like you I am searching for some glim-

mer of hope. Maybe in some of the deep, dark recesses of the White
House there is somebody who is compassionate, caring, and sym-
pathetic. Maybe they are coming up with some kind of ideas, but I
desperately need some sign of encouragement.

In your testimony this morning you point out that 28.5 percent of
the industries surveyed added new enp oyees. I am reaching for that
as a sign of hope. In what sectors did this addition take place? In
what parts of the country is growth taking place and in what
industries?

Ms. NORWOOD. This is the BLS diffusion index which showed that
in October 28.5 percent of the 186 private, nonagricultural industries
had some employment increases. Some of those were in the services



industries. There were some in manufacturing, of course. But many of
them were in the services industries.

Representative MrrcHELL. Well, that is not even half of a candle
of hope. We are approaching the Christmas season, and I am going
to be very, very cautious since I live in an urban area. The pressure
has increased. The propaganda will be out there, the advertising.
"Have yourself a merry Christmas. Get this for your children. Get
that for your children." People aren't going to be able to get it.

So I suspect we will see a rash of crimes, a significant increase. In
many places crime has already increased significantly with the rise in
unemployment. But in my community, because of the policies that
that man is pursuing, I expect to see an enormous increase in crime
during the holiday season. I'm telling you that just in case I do not
return for your November figures.

Merry Christmas to you.
Thank you, Mr. Chairman.
Representative REUSS. So far, Commissioner Norwood, we have

concentrated on those who are totally unemployed. The figures are
disastrous. Let's look at what .is called involuntary part-time unem-
ployment. I ask you to turn with me to your household data, table A-3
m the invaluable annexes to your testimony. In there I see something
that frightens me and yet corresponds to what I have observed in the
last few days.

If you look at persons at work, nonagricultural industries, part time
for economic reasons-that means people engaged in something other
than farming who would like to work a full 40-hour week, but the bosssays, sorry, I really perhaps should fire you completely, but we can
give you a few hours. And the person takes that. That's what we are
talking about-a year ago, in October 1981, 4,600,000 Americans were
in that category. Today in October 1982, just a year later, more than6 million people are in that category. That is something like a 331/3percent increase in 1 year in just the number of people who against
their will are on short time. Are my figures right on that?

Ms. NORWOOD. Yes, sir.
Representative REUss. In the last few days I've stood outside anumber of plant gates and stood outside a number of unemployment

compensation claim lines. I also stood outside a number of pollingplaces. I've had a chance to talk with a great number of people. Yourfigures certainly confirm the rough-hewn impression I've gotten thatthere are an awful lot of people who are industrious people who wantto work hard and want to work a full week but who have to manageon 8 hours or 13 hours or whatever they can get. I can assure youthat their mental outlook about an America that deals this out to themis almost as sad as those who are totally without work.
Let me turn to another group.
I have reason to believe that increasingly a number of people inour society who have grown so hopeless after months and months oftrudging around trying to find nonexisting want ads and exhaustingall their resources have, when the opinion taker for the Department

of Labor called in October, said, "Well, we don't belong in the workforce. Don't count us among the unemployed." These are the so-calleddiscouraged workers.
Can you give us some information on that? Because my impressionthere, based on nonscientific samples, is that there are a lot of those



poor people around too who are so hopeless, having long since lost
their jobs, having long since lost the pittance of a few hours a week,
and having tried every method they know of to get a job, including
asking their Congressmen-and I feel so bad about this, inadequate as
I am in helping people nowadays-who are at their wit's end and who
say to your people when they call, "Sorry, I'm not a member'of the
work force. Don't count me in."

In other words, how much worse is the real situation than even your
horrible 10.4 percent unemployment statistics indicate?

Ms. NORWOOD. Well, Mr. Chairman, as you know, we do calculate
and publish unemployment rates in various ways. On table A-4, which
includes our unemployment measures 17-1 through U-7, the monthly
rates go through U-6, and they range from 3.8 percent for persons
unemployed 15 weeks or longer to 13.7 percent for the rate which
includes the part-time workers about whom we talked before.

Discouraged workers are those who are not looking for work be-
cause they believe that no job is available for them. They are not in-
cluded in the unemployment rate. The samples are relatively small,
and for that reason those data are published on a quarterly basis.

For the third quarter of this year the number of discouraged work-
ers was 1.6 million. The unemployment rate, labeled U--7, includes
both the part-time workers for economic reasons and the discouraged
workers, and that rate for the third quarter-that is, of course, before
the month of October-was 14.1 percent.

Representative REUSS. Congressman Mitchell.
Representative MITCHELL. I want to make sure T'm straight. The

1.6 million people are those not working at all. That does not include
part-time, 8-hour-a-week work.

Ms. NoRwooD. That's right, sir. And that has increased from about
a million in the second quarter of 1981.

Representative MITCHELL. And when we count in the part-time
workers-what was that figure?

Ms. NoRwoon. It is 6.6 million.
Representative MITCHELL. So we are talking about another 2.2 mil-

lion people who are either out of the work force because of discourage-
ment of drawing some kind of pittance.

Ms. NORWOOD. Well, 6.6 million plus 1.6 million.
Representative MITCHELL. Oh, my God! It's much, much worse.
Mr. Chairman, I think I had better leave. This is getting next to my

mental well-being.
Representative REuss. Well, don't blame the messengers, and I know

you don't.
Representative MITCHELL. No, 1 never do.
Representative REUSS. Because we have heard good news from Com-

missioner Norwood in days gone by and we've heard bad news.
Representative MITCHELL. The days gone by are so long ago though,

Mr. Chairman.
Representative REvss. I would just pursue with you one point that

Congressman Mitchell raised. Twenty-eight percent of industries did
add some employees.

Ms. NORWOOD. Yes, sir. That always happens.
Representative REUSS. What were they ? You said generally service

industries. I don't have your breakdown.
Ms. NoRwooD. Well, if we look at the establishment survey, the pay-



roll series data, the services industries, health services, for example,
business services, things of that sort did increase.

Representative REUSs. I know the State and local governments have
increased. Are the growth industries in this country per chance more
mental health workers to take care of the people-I'm serious-who
are increasingly distressed by what is going on? Are there more State
and local government employees to take care of the growth of unem-
ployment claims?

Ms. NORWOOD. No, sir. I don't think so.
Representative REUSS. The good news, in short, may be not so good.
Ms. NORWOOD. Employment in State and local government has been

dropping over the last year and since the recession began. State and
local government, as you know, has been increasing its employment for
many years, particularly during the 1970's, and that situation has
changed.

I was just looking at the particular data for this last month. But if
we look at it over a period of some time, we find that the service pro-
ducing sector as a whole has been relatively stable, perhaps up a little
over the course of the recession. But it has not experienced the severe
declines that have occurred in the goods producing sector, and partic-
ularly in the manufacturing sector.

Representative REUSs. All I was getting at was this. You have iden-
tified that a small fraction of job categories in October 1982 did not
get worse; they got a little better. In looking at your chart B-1, es-
tablishment data, it looks to me that those that got a. little better did
so because things overall were getting very much worse.

For instance, it is true, small comfort though it is, that, taking Octo-
ber 1982 over July 1982 in terms of State and local government em-
ployees, the number of employees went up from 12,898,000 in June
1982 to 12,994,000 in October 1982. That's the biggest improvement
anywhere, if you can call it. an improvement. What I am suggesting
is that the reason for that is that the unemployment visited upon the
Nation by Washington's misguided policies has caused the State and
local governments to have to hire more people to handle the unemploy-
ment compensation claims-an extra depression-related work force.

So there is no balm in Gilead after all.
Ms. NORWOOD. Well, we find that most of the change in State and

local governments tends to occur in the education sector, such as in
schools.

It is quite clear that the service producing sector has been less hit
by the recession than the goods producing sector but that the service
producing sector has also been losing jobs in recent months.

Representative REUSs. Well, again, I want to thank you and Mr.
Dalton and Mr. Plewes for your help.

I notice that the market on Wall Street liked the results of the elec-
tions and the Republican investors in this country have accepted this.
If the same healthy view of things can take hold of legislative and
executive branch.members maybe even as soon as next month we can
start turning this thing around.

So thank you very much.
Ms. NoRwooD. Thank you, sir.
Representative REUss. The committee stands adjourned.
[Whereupon, at 10:25 a.m., the committee adjourned, subject to the

call of the Chair.]
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the committee) presiding.
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Wvl ie, and Senator Sarbanes.

Also present: James K. Galbraith, executive director; Louis C.
Krauthoff 11, assistant director: Charles H. Bradford, assistant di-
rector; Betty Maddox, assistant director for administration; and Paul
B. Manchester and Mark R. Policinski, professional staff members.

OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REUss. Good morning. The Joint Economic Commit-
tee will he in order for its monthly inquiry into the unemployment
situation. -

I want to welcome Commissioner Norwood and associates Mr. Dal-
ton and Mr. Plewes. Ms. Norwood, you have never shown the slightest
trace of bias in our frank colloquies here. But, T notice your table is
set on a diagonal. I guess that is to accommodate the media, and I
don't have any problem with that.

But, I do have problems with the tragic statistics that you have to
bring before us today; namely, that in November the unemployment
rate rose to 10.8 percent, up sharply fron 10.4 percent in October,
10.1 percent the month before. That means that more than 750,000-
three-fourths of 1 million American men and women don't have jobs
in the November figures.

Meanwhile, the Reagan administration continues to be asleep at the
switch with no program to deal with it, and with the same old soft
soap about "prosperity being just around the corner."

The number of unemployed was 12 million. The unemployment rate
is the highest since 1940, and the number of unemployed is the largest
since the depths of the depression in 1933. If this rate continues, over
30 million Americans will be out of work at same time during the
next year.

Yesterday, the Labor Department reported that in the week ending
November 20, there Were 654,000 initial claims for unemployment in-
surance benefits, an increase of 56,000 over the previous week, and
the highest level in 4 weeks. The insured unemployment rate rose to
5.5 percent in the week ending November 13. And 4.8 million persons
received regular State unemployment compensation in the week ending
November 13, the highest number since the start of the program in
1935.

A year ago, Treasury Secretary Don Regan said that the economy
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is going to come "roaring back in the spring." Spring came, the econ-
omy did not come roaring back. Last July, the Federal Reserve con-
fidently predicted that "an upturn in economic activity is highly likely
in the second half of 1982." Here we are in the second half of 1982,
and the economic downturn is disastrous.

Recent data on industrial production, capacity utilization, new
orders, inventories, sales, and the average workweek all are gloomy.
Just yesterday, factory orders were reported down 3.9 percent, the
worst in more than 2 years. Factory shipments were down 4.1 per-
cent, the worst in 3% years.

The only ray of hope is that the leadership in the House has pro-
posed that this special session be used to enact legislation to provide
jobs through public investment in infrastructure and housing. The
program is small, but it is a first step.

One feature of the proposed jobs, housing, infrastructure, and high-
ways package needs improvement. The administration has proposed,
and the Ways and Means Committee has now accepted, that highway
improvements-and they are needed-be funded by an increase of 5
cents in the gasoline tax effective April 1. The Ways and Means Com-
mittee reported such yesterday. This is a bad idea. Such a tax would
fall heavily on those who have the need to work. It would contribute
to inflation, it would redistribute income unfairly across regions and
erode the tax bases of the States.

More than that, according to the President's chief economic ad-
viser, Mr. Feldstein, instead of putting people to work, it would add
to the unemployment. The tax would begin to bite in 3 months on
April 1, but the work would be done much later, and hence the net
effect according to Mr. Feldstein, as reported, would be to throw
people out of jobs, not to make jobs for them.

We sought to have Mr. Feldstein here this morning because we
thought his testimony, if confronted with the awful figures that we
see, would be helpful. Unfortunately, he said he could not meet
with us. But, I believe that the Joint Economic Committee is entitled
to the benefit of the testimony of the President's chief economic ad-
viser, and the opportunity to cross examine him. Accordingly, I have
notified him that we will expect him here at 2 o'clock Monday after-
noon, and if he does not appear, I will be forced to take such measures
as are available to me.

The 5 cent gasoline tax ought to be deleted from the package. In-
stead, what we should do is to fund needed highway improvements
from general revenues, and recoup the expense to the Treasury by
capping the third year of the Kemp-Roth income tax reduction at
$700. This would recover, in fiscal year 1984, all of the $5 billion that
would otherwise be raised by the gas tax. And in future years, when
it is needed, use the surplus to reduce the deficit.

Putting on that cap would improve the fairness, since additional
revenue would be raised without reducing the tax cut planned for the
average taxpayer. It would not contribute to inflation, nor would it
reduce the tax revenues available to the States.

Any package, incidentally, ought to include a firm directive to the
Federal Reserve, to bring interest rates down and foster economic
recovery. The Board of Governors of.the Federal Reserve and the
Federal Open Market Committee ought to take such actions as are
necessary to achieve and maintain a level of interest rates low enough
to generate significant economic growth and thereby reduce the cur-
rent intolerable level of unemployment.



Such a two-pronged program could begin the repair of our crumb-
ling infrastructure, and to get interest rates down by getting a handle
on huge deficits and by asking the Federal Reserve not to frustrate
the lower interest rates that can follow.

Such a program can begin at once and I would consider it a dis-
grace if the lame duck session of Congress produces any less.

Congressman Wylie.

OPENING STATEMENT OF REPRESENTATIVE WYLIE

Representative WYLIE. Thank you very much, Mr. Chairman.
Ms. Norwood, today's unemployment figures are not very encourag-

ing. I associate myself with the thoughts of Chairman Reuss in that
regard. At the same time, I think the unemployment picture is a very,
very complex issue and people are worried about cyclical unemploy-
ment, the unemployment that rises from a recession.

I noted in your statement that you will be giving here momen-
tarily, that job reductions continue in the manufacture of durable
goods, which, of course, is a discouraging sign. But, that the factory
workweek edged up one-tenth of an hour, and that seems to me to
be an encouraging sign for the long run.

I also have noted in the statistics that retail sales are not respond-
ing as favorably as some of those in the retail business would like to
have them respond. I do feel that we need to do something, we need to
address the problem of unemployment and we need to do something
to produce jobs, if I may use that phrase. Whether we do it through
highway construction or through a housing program, I do feel that
we need to address the problem.

But, it is clear to me at the same time that our approach in dealing
with the present level of unemployment should be focused on longer
term policies for revitalizing the American economy; policies that
offer the prospect of reducing the normal rate of unemployment.

Short-term, stop-gap jobs programs of the public works measure are
not the answer to the problem, in my opinion. It is even doubtful that
they can be effective in producing any significant reduction in the vol-
ume of cyclical unemployment.

I think now is the time for us to address the problem and to get away
from any emotional rhetoric calling for what may be termed the policy
of the past. And I think we should promote the sound approach of
the Reagan economic program in the overall, which I think will, in
the long run produce long-term solutions to the problem and produce
long-term jobs.

I would like to welcome you here this morning. I look forward to
your comments. Thank you very much.

Representative REuss. Thank you, Congressman Wylie.
Congressman Hawkins.

OPENING STATEMENT OF REPRESENTATIVE HAWKINS

Representative HAWKINS. Thank you, Mr. Chairman.
The level of unemployment created by the misguided economic pol-

icies of the Reagan administration, I think now we can definitely say,
have brought the economy to its knees. I think we have got to recog-
nize the cause of it.

Twenty million people are involuntarily unemployed or underem-
ployed. They are, obviously, the unwilling, innocent victims of the



intentional and unlawful trade-off economics; that is, the deliberate
creation of joblessness as a means of fighting inflation.

This is a shabby betrayal of public trust. I don't see any other way
that it can be labeled. No one, including those who have fought to be-
come elected to public office is willing to accept public accountability
for this situation. The President keeps pointing to pages of want ads
and the good intentions of the private sector as the answer to the prob-
lem. We, in the Congress, are scurrying around during the short 3-
week session trying to patch together a meaningful jobs program
which is acceptable to the administration.

For the last month and a half this committee has held hearings on
the problem of unemployment. And as a result, the chairman has put
forth a thoughtful agenda for the lameduck session which is attempt-
ing to address the various facets of the problem in a more comprehen-
sive manner.

While these efforts are significantly better than measures which
were acted upon during the bulk of the 97th Congress before the elec-
tions, I still feel a duty to point out we have yet to completely embrace
the enormity of the unemployment problem that is smothering our
economy as well as our collective human spirit.

The public elected us to do something about a sick, misguided econ-
omy and they have a right to expect political accountability from us.
Try as we may, with very good intentions, to come up with adequate
Band-Aid types of approaches, we will be banging our heads against
the wall unless we coordinate our efforts by taking a comprehensive
approach to the problem of unemployment.

I think I may well point out that the number of persons who have
been unemployed since we have been discussing this 5-cent tax, have
increased more than what the President anticipates will be put to work
as a result of it. In other words, while we discuss 300,000 persons being
put to work, or. 400,000 in either the Republican or Democratic pro-
posals, that number of people monthly are being put out of work. So,
it is a losing proposition at the current rate.

We have, I would like to point out, an economic blueprint for such
a coordinated approach already in the law, and it is not necessary to
talk about alternatives or about coming up with other solutions. We
already have on the statute books and in law, a procedure and pro-
grams that can do something about this terrible situation.

The Full Employment and Balanced Growth Act of 1978 clearly
and carefully laid out the step-by-step process needed to provide a
comprehensive economic policy. The act mandates reducing unemploy-
ment and inflation simultaneously and achieving the balanced eco-
nomic growth that we need so badly.

This act, which requires coordination between the President, Con-
gress, and the Federal Reserve Board, has been flagrantly violated by
all three entities, despite their statutory responsibilities.

If we followed the plan set out by this program for growth, we
would have embarked on the road to full employment with price sta-
bility. And as a much welcomed side effect, such a program would have
done much to achieve that ever-so-elusive balanced budget for which
everyone is so earnestly searching.

As a member of this panel, therefore, I would like at this time to call
upon the Joint Economic Committee, which seems to me the only ve-
hicle available to us, to lead the way and perform its statutory role.



The committee must be an equal partner with the President and the
Federal Reserve Board in formulating the comprehensive economic
policy which is needed to achieve full employment and price stability.

Under statute, specifically section 302 of the act, the Joint Economic
Committee is called upon not only to analyze and review the Presi-
dent's economic policy, but also to make recommendations as to alter-
natives to that policy, which certainly we have already in place in
many instances, but which are being eliminated. Thus, I am request-
ing, Mr. Chairman, that we ask the committee economists, the staff of
this committee and others, to make specific recommendations to us out-
lining the steps currently necessary to implement not only the policy
directives of that act but the actual programmatic requirements as
well.

In order to be helpful to the members, I suggest that these recom-
mendations be available to the committee prior to the submission of
the President's economic report next year.

All our talk about jobs programs will not amount to a hill of beans
unless it is tied to a macroeconomic package that changes current
policy to reflect the statutory mandates of the 1978 law. The restric-
tive Federal Reserve Board policies must be changed, and they must
be directed to accelerate the lowering of interest rates by expanding
the money and credit aggregates consistent with an economic growth
rate necessary to effectively reduce unemployment.

Also, we must move expeditiously to insure that personal income tax
reductions are targeted to middle and lower income workers, or at the
very least capped, so that we can institute some sense of equity into
our tax structure.

So, as we listen again to the testimony from Ms. Norwood, I hope
my colleagues will not only focus on the narrow statistical evidence
she presents to us, but also place it in the context of the overall
economic difficulties we are facing. Short-term, ad-hoc and disjointed
solutions cannot begin to adequately resolve the enormous problems
we face. We must fashion a comprehensive economic strategy if we are
to achieve the full employment and full production mandated in law.
Thank you, Mr. Chairman.

Representative REUSS: Thank you, Congressman Hawkins.
I have earlier mentioned the grievous blows which will be dealt this

committee at the end of this Congress with the departure of certain
members, but none more grievous than the absence after next January
from thescommittee of the gentleman from Ohio, Mr. Bud Brown, who
has consistently been one of the hardest working and most industrious
members of the committee.

I now recognize Congressman Brown.

OPENING STATEMENT OF REPAESENTATIVE BROWN
Representative BROWN. Mr. Chairman, you are very generous. I am

flattered by your remarks.
T wish that that hard work had been rewarded by a meeting some-

what different than this this morning, and news somewhat better than
Commissioner Norwood brings to us.

Unemployment now affects almost 12 million people and their fami-
lies in this country. There is no industry or sector in this economy that
is unaffected. The very fabric of the country has changed because of
the rise in unemployment that began in 1979.
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As unemployment has risen, so has the volume of the debate over
what to do to solve the problem. Unfortunately, the whole context of
that debate has centered on the recession as the cause of all the current
unemployment.

In truth, as this recession ends and the recovery hopefully takes
hold in the future, most of our current unemployment will remain.
This is due to the fact that structural unemployment-that is those
who lack marketable skills in today's society-is very high in our
country today. It is abetted by the shift of our economy and the bulk
of our employment away from the traditional heavy industries. We
are no place more sensitive to this than we are in Ohio, and no one
understands it better than someone who ran for Governor in that
State and could not have the opportunity to address the problem from
that position.

It is abetted, as I say, by the shift of our economy-I want to repeat
that-and the bulk of our employment away from heavy industry, of
this country.

The high-growth companies of today, the blue-chip companies of
tomorrow are capital intensive and require skills that the current
general labor force does not possess to a sufficient degree. Until we
address that very real need of skill development, none of our efforts
on the unemployment front will be sufficient to deal with the whole
problem.

Prof. Leonard W. Martin of Cleveland State University has written
in this week's Wall Street Journal, that there are three major types
of unemployment in our economy; fictional, structural, and cyclical.

The professor writes, and I quote: "Only the cyclical unemployment
and its costs are attributable to the recession and the costs thereof."

"Since reduction of each type of unemployment requires a differ-
ent remedy, it would be most constructive to determine what policies
are needed to reduce each type of unemployment. The desirable policies
might want less rather than more governmental intervention in the
economy. An attempt to remedy all through expansionary macro-
policies, or through some other single-faceted panacea like artificially
low interest rates, protectionism, or public employment, would be coun-
terproductive." 0

Professor Martin -estimates that roughly 3 or 32 percent of our
present unemployment is caused by the recession. This means that
when this recession ends we still will have 8 percent unemployment.

Based on past unemployment statistics in recovery periods, that
basic unemployment percentage has been increasing now for a decade
or more.

The President's plan to initiate an infrastructure improvement jobs
program is welcomed because it addresses our serious infrastructure
problem. But I also welcome the President's statement of public sector
jobs will not solve our unemployment problem.

Our unemployment problem is tied to massive changes in the huge
world economy. The percentage of employment in production of goods
has been declining in every industrial nation in this world for the past
decade. The percentage of service jobs has been increasing in the same
decade in all of the countries of the world.

Robotization, automation, computerization-if you will, microchip-
ization-is changing our society and the world. And if we don't ad-
dress those changes and try to maintain buggy-whip companies for
jobs instead, we will not solve the challenge the future has given us.



As the chairman has said, I am leaving this body and this com-
mittee-more particularly with reluctance this committee-to attempt
to address those changes in other ways in my career in the future.

But I hope this committee will look forward and not backward in
its effort to solve the problems we address here this morning. Only by
expanding our $3 trillion economy rather than increasing Govern-
ment expenditure, will we solve an unemployment problem of this
mapitude.

It is only by interaction and expansion of tomorrow's world mar-
kets that we will get the eflicient shifting and expansion skills and
jobs in our economy.

It is not an easy message to deliver, but at this time I think it is
particularly important that this committee understand the truth after
all the recent campaign rhetoric and continuing partisanship. Hope-
fully, the truth will now come forward and be recognized. This would
be good for the Congress, it would be good for this committee, it would
be good for the country. But, perhaps, most of all it would be good
for those 12 million people who are unemployed in your report
Thank you, Mr. Chairman.

Representative REUSS. Thank you, Bud, and on behalf of our entire
committee, good luck.

Representative BROWN. Thank you, sir.
Representative REUSS. Parren Mitchell.

OPENING STATEMENT OF REPRESENTATIVE MITCHELL
Representative MITCITELL. I, too, want to join the chairman in ex-

pressing my concern over the departure of Congressman Bud Brown
from the committee. We are certainly not idealogical twins in any
sense of the word, but I have a healthy respect for your sincerity.

I think during the time that we have served in this House together
we have become friends, and I value that friendship. I hate to see you
depart.

When I heard what the unemployment figure would be-which
did not surprise me-I tried to scribble out a. statement, and I found
that I simply couldn't. The sheer dimension of the crisis that we now
confront almost prevented ine from crafting into words my very
strong feeling about the devastation that is being imposed on our
Nation.

I will support some kind of jobs bill, but I must agree with Con-
gressman Hawkins that if we-and the chairman also-if we pass a
pitifully small, woefully inadequate jobs bill in this lameduck ses-sion, we will not-I repeat-we will not break the cycle, the trendtoward higher unemployment.

As per usual before these hearings, I checked with my economist
friends around the country. They have looked at the various proposals
that are being offered in terms of a job stimulus, and they are sayingthat no matter what is passed, the inevitable, ineluctable upward spiral
of unemployment is gomg to increase.

And I regret to tel1 you, my colleagues on this committee, that the
have again confirmed the analysis that I gave to you about a month
ago that without something of significance transpiring we will have-
we will experience 11.2 percent unemployment by the end of February.

I would certainly be derelict if I did not speak about the astronomi-
cal rate of black unemployment, 1 out of every 5; 1 out of every 5 of



my people is out of work. The whole unemployment picture is a dis-
grace, but that is a total disgrace, to allow such a large segment of the
society to unduly bear disproportionate unemployment.

Of course, the figure is compounded, the problem is compounded, by
the recent report from Mr. Pendleton. Mr. Reagan's appointment to
the U.S. Commission on Civil Rights, which discloses that, despite
passage of civil rights laws, the disparity between black unemploy-
ment and white unemployment is because of continuing racism and
segregation.

I heard my other good friend from Ohio refer to the emotional
rhetoric that has been heard about unemployment, and he goes to his
district-and I would just call to his attention the emotional cries
that he hears and I hear every day from those who are unemployed,
just absolutely desperate, absolutely desperate.

I would hope that my friend, Congressman Brown, would join with
us in supporting the proposition that Congressman Hawkins is ad-
vocating. You see, the problem is you can't talk about the economy
recovering 2 years from now or 3 years from now and just leave peo-
ple out there with nothing. You can't do that. It is indecent.

Therefore, we need something in the interim. I don't know whether
the approach of the administration will work. I don't think that it
will.

But meantime, meanwhile, do you just leave people sitting out
there? Of course not. And I would hope that you would encourage
others on your side of the aisle to join the effort,.as suggested by Con-
gressman Hawkins, of using the tools that we have right now.

Again, Bud, best wishes to you, God hold you in the hollow of his
hand, and.as you depart, continue to think about the absolutely dire
and bleak plight of some 12 million counted people unemployed in this
country, a figure that might well become 14 million by the end of Feb-
ruary 1983. Thank you,-Mr. Chairman.

Representative BROWN. Thank you.
Representative REuss. Thank you. Senator Sarbanes.

OPENING STATEMENT OF SENATOR SAREANES

Senator SARBANEs. Thank you, Mr. Chairman.
Mr. Chairman, I would be remiss if I didn't at the outset of my

comments note that this will be the last hearing of the Joint Economic
Committee with Ms. Norwood, to receive these monthly reports, of
which you will be the chairman, and I want to acknowledge a feeling
of respect that I think is shared by all Members of both the Senate
and the House for the extraordinary leadership which you have pro-
vided, not only to this committee but to the House Banking Committee
and throughout your very distinguished years as a Member of the
Congress of the United States.

The Nation's economy would be a lot healthier and our people would
be a lot better off had we had the wisdom to follow the recommenda-
tions that you have made over the years on how to build a better and
stronger American economy.

As a member of this committee, I simply want to thank you for your
very able and distinguished leadership. I think the Nation is a better



country because Henry Reuss has been a Member of the Congress of
the United States, and I thank you very much for your services.

As I hear these comments from some of my colleagues on the com-
mittee, that begin "As the recession ends" or "When the recession
ends," I think that the question ought to be, "If the recession ends."

We have consistently heard from this administration that we are
about to turn the corner; that the light is at the end of the tunnel.
Each quarter the Secretary of the Treasury predicts prosperity in the
next quarter. If he is talking in the winter, it is coming in the spring;
if in the spring, it is comning n the summer; if in the summer, it is com-
ing in the fall, and on and on and on.

The fact of the matter is that 16 months ago in this country the
unemployment rate was 7.2 percent. Only 16 months ago, not even a
year and a half ago, unemployment was 7.2 percent, and today it is
10.8 percent. That is a 50-percent increase in unemployment in a
16-month period.

The people, as Congressman Mitchell 'has pointed out very pointedly,
who are being affected by this are losing their homes. They are losing
their savings. There is no course on which they can stay. They are
simply falling off of the course.

I agree with Congressman Hawkins that we need a set of policies
implemented that will address this situation and address it quickly. I
don't think the nation can go on with unemployment, not only at this
level but at levels far short of this, and seek to shift the burden for it
onto fractional problems or structural problems when we have had
clearly a 50-percent increase in 16 months. Those problems, frictional
and structural, did not emerge in the last 16 months at a time when
unemployment was increasing 50 percent.

Over the last couple of months, while we have had representatives
of the administration again saying that everything is going to work
out all right, that we are coming out of it, unemployment has gone
from 10.1 percent to 10.8 percent-0.3 of a jump last monthand 0.4
of a jump this month. It seems to me we have to face the situation and
come to grips with it.

I want to ask at what point they are going to stop saying "as we
come out of the recession" or "when we come out of the recession" and
begin to face the very basic question, which is, are we going to come
out of this recession at all ?

Thank you, Mr. Chairman.
Representative REuss. Thank you.
And now Commissioner Norwood.

STATEMENT OF HON. JANET L. NORWOOD, COMMISSIONER, BU-
REAU OF LABOR STATISTICS, DEPARTMENT OF LABOR, ACCOM-
PANIED BY THOMAS J. PLEWES, ASSISTANT COMMISSIONER,
OFFICE OF EMPLOYMENT STRUCTURE AND TRENDS; AND KEN-
NETH V. DALTON, ASSOCIATE COMMISSIONER, OFFICE OF PRICES
AND LIVING CONDITIONS

Ms. Nonwoon. Mr. Chairman and members of the committee, the
employment situation continued to weaken in November. The unem-
ployment rate rose from 10.4 to 10.8 percent, and the number of un-



employed persons reached 12 million. Our survey of business estab-
lishments shows that the number of nonfarm jobs dropped by 165,000.
Job reductions continued in the manufacture of durable goods. The
factory workweek, however, edged up one-tenth of an hour.

Unemployment rose in November for both adult men and adult wo-
men. Since the July 1981 prerecession peak, the jobless rate for adult
men has risen from 5.8 to 10.1 percent; among adult women the in-
crease was from 6.7 to 9.1 percent. The teenage unemployment rate
remained at about 24 percent in November but also was up markedly
over the past year and a half. The jobless rate of black workers re-
mained unchanged in November at 20.2 percent, but continued to be
more than twice that of whites.

As the recession continues, the number of unemployed who have
been out of work for long periods increases. In November, 38 percent
of the unemployed had been jobless for 15 weeks or longer; more than
half of these had been out of work for more than 6 months. It is-also
important to remember that people are continuing to enter the unem-
ployment stream, 4 million unemployed persons in November had been
jobless less than 5 weeks.

The data series on total employment from the household survey,
which had dropped sharply in October, showed no sign of improve-
ment in November. The proportion of the population with jobs con-
tinued to edge down. At 56.5 percent in November, the ratio has de-
clined 2 full percentage points since July 1981. While the ratios were
down among all major worker groups, the decline was sharpest among
adult men.

The November reduction in nonfarm payroll jobs of 165,000 cen-
tered in hard goods manufacturing. Machinery, primary and fabric-
ated metals, and transportation equipment all registered substantial
declines. Nearly one-half of the total job loss of 2.7 million since July
1981 has occurred in these four industries alone.

Employment in the service-producing sector, which has been weak
since last spring, was unchanged in November. Retailers hired fewer
workers than usual for the holiday season; as a result, employment
in that industry declined after seasonal adjustment. Jobs in the serv-
ices industry, however, rose in November. Employment in this industry
has increased by half a million over the course of the recession.

The indexes of aggregate weekly hours-a comprehensive measure
which reflects both employment and hours-continued to decline in
November. The over-the-month drop was 0.4 percent; in manufactur-
ing, the drop was even more severe. Over the course of the recession,
the total index has declined by 5.8 percent and the index for manu-
facturing has declined by 16.4 percent.

In summary, the statistics released today reflect continued weakness
in the employment situation. The number of unemployed persons rose,
and the jobless rate reached 10.8 percent. Although factory hours
edged up, employment continued to decline in major durable manu-
facturing industries.

Mr. Chairman, Mr. Plewes, Mr. Dalton, and I will be glad now
to try to answer any questions you may have.

[The table attached to Ms. Norwood's statement, together with the
Employment Situation press release, follows:]
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UNEMPLOYMENT RATES BY ALTERNATIVE SEASONAL ADJUSTMENT MEIIIODS
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THE EMPLOYMENT SITUATION: NOVEMBER 1982

Unemployment increased further in November and the number of nonagricultural payroll jobs
declined, the Bureau of Labor Statistics of the U.S. Department of Labor reported today. The
Nation's jobless rate rose to 10.8 percent from 10.4 percent in October.

Total employment-as measured by the monthly survey of households--was about unchanged in
November at 99.0 million, following a large drop in the prior month. Nonfarm payroll
omployment--as measured by the monthly survey of establishments--fell by 165,000, with continued
reductions in many of the manufacturing industries. Factory jobs have declined by 2.2 million
since the onset of the recession.

Unemployment

The number of unemployed persons reached 12.0 million in November, seasonally adjusted, up
440,000 from October, and the Nation's unemployment rate rose four-tenths of a percentage point
to 10.8 percent. Virtually all of the over-the-month rise occurred among adult men and women.
Since its pre-recession low of 7.2 percent in July 1981, the jobless rate has risen by more than
3-1/2 percentage points, with each of the three major age-sex groups being substantially
affected. Over this period, the jobless rate for adult men rose from 5.8 to 10.1 percent, that
for adult women increased from 6.7 to 9.1 percent, while the teenage rate moved from 18.7 to
24.2 percent. All were at record high levels in November. (See table A-1.)

Among other major labor force groups, the jobless rate for white workers rose to a new high
of 9.7 percent. The rates for blacks (20.2 percent) and Rispanics (15.7 percent) were about
unchanged over the month. Among the major occupational groups, the jobless rate for blue-collar
workers rose from 15.9 to 16.5 percent. The rate for white-collar workers, who have not been
affected by the recession as much as blue-collar workers, increased from 5.1 to 5.6 percent.
Sizeable increases were also noted in several industry groups. In particular, the jobless rate
for workers in durable goods manufacturing rose sharply over the month to 17.1 percent; this
compares with a July 1981 figure of 7.1 percent. (See tables A-2 and A-5.)

Well over half of the over-the-mooth increase in unemployment stemmed from persons
reentering the labor force. However, persons who had lost their jobs continued to account for
the largest share of total unemployment--62 percent--up from about 50 percent in July 1981.
(See table A-7.)

The number of long-term unemployed .(those jobless for 15 weeks or longer) rose by nearly
400,000 to a level of 4.5 million in November. The average (mean) duration, at 17.2 weeks, was
unchanged over the month, while the median duration of unemployment increased from 9.6 to 10.1
weeks. (See table A-6.)
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Total Employment and the Labor Force

Total employment eas about -nchanged in November at 99.0 million, seasonally adjusted,
following a decrease of 630,000 in the prior month. Since the onset of the recession, total
employment has dropped by 1.8 million, with adult men accounting for the bulk of this decline.

Employment of adult women has actually shown a small numerical increase over this same period,
although not enough to keep pace with their population growth. The overall

employment-population ratio edged down slightly over the month to 56.5 percent, 2 percentage

points below the July 1981 figore,

The civilian labor force totaled 111.0 million in November, seasonally adjusted. Since

November 1981, the labor force haa risen by 1.7 million. Mult women and men Increased by 1.1

million and 950,000, respectively. The number of teenage workers dropped over the year,

primarily doe to a declining population. The November labor force developments brought the
overall labor force participation rate up 0.2 percentage point to 64.2 percent. (See table

A-1.)

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

Quarterly averages Honthly data

Category Ot. -
1981 1982 1982 Ne.

change
III 11 III Sept. Oct. Nov.

HOUSEP.OLD DATA
Thousands of persons

Civilian labor force ................... 108,661 1l0,168 110.71 110,98 1.~ 1,1 2

Total employment ............. 100,651 99,740 99,764 99,720 99,093 99,032 6

Onemployent .................. 8.013 10,428 10,952 11,260 11,551 11,987 426

Not in labor force............ ..11,746 61,852 61,807 61,710 62,237 62,039 -198

Discouraged workers................. 1,094 1,497 1,619 N.A. N.A. N.A. N.A.

Percent of labor force
UOneaployrseoc rates:

All workers ......................... 7.4 9.5 9.9 10.1 10.4 10.8 0.4

Adult men ............................. 6.0 8.4 9.1 9.6 9.6 10.1 0.3

Adult wmaen........................ 6.7 8.2 8.3 8.3 8.6 9.1 0.5

Teenagers...........................19.1 22.8 23.9 23.7 24.0 24.2 0.2

White ........................... 6.4 8.4 8.8 9.0 9.3 9.7 0.4

:lac:...................::::::::::: : 15.8 18.5 19.2 20.2 20.2 20.2 0

lispanic origin................ 9.8 13.3 14.4 14.6 15.2 15.7 0.5

Full-time workers................. 7.0 9.3 9.7 10.1 10.5 10.7 0.2

ESTABLISIHENT DATA
Thousands of jobs

Nonfarm payroll employment .......... 91360' 90,029 89 3711 8q:767 88,878p 88,lk~pf -16
3
p

Goods-producing indostrles...........25,606 24,179 213,6761 22,530 23,
2
4
2
p 23,086pj -156p

Service-producing industries ... 65,714 165,850 65.,6961 65,737 65.636p 65,629p1  -7p

Hours of work

Average weekly hours: F
Total private nonfarm........... * 35.2 34.9 34.8 34.8 34.7p 34.6p -0.p
ianufacturing................... .39.8 39.11 39.0 38.38 38.8p 38.9p O.lp
Manufacturing overtime..............**.** *** 2.41 2.3 2.3 2.3p Op

p-preliminary. N.A.not available.
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Industry Payroll Employment

Nonagricultural payroll employment fell by 165,000 in November to 88.7 million, after
seasonal adjustment. The number of nonfarm jobs has declined by 2.7 million since July 1981.
As has been the case throughout the current recession, much of the over-the-month job loss
occurred in the manufacturing industries, where employment dropped by 140,000. (See table 8-1.)

Manufacturing job cutbacks were concentrated in durable goods, particularly in machinery,
transportation equipment, primary metals, and fabricated metals. Since July 1981, the number of
jobs in these four industries has declined by 1.3 million. Within nondurable goods, several
industries-including textile mill products, apparel, and rubber and plastics--registered
over-the-month declines. The number of jobs in mining was also down from October. Construction
employment was about unchanged, after declining almost continuously since January 1981.

In the service-producing sector, employment was little different from October, as a decline
in trade was about offset by an increase in the services industry. Over the past 4 months,
employment in trade has declined by 230,000.

Hours of Work

The average workweek of production or nonsupervisory workers on private nonagricultural
payrolls, at 34.6 hours in November, seasonally adjusted, was down 0.1 hour over the month. The
factory workweek edged up 0.1 hour to 38.9 hours, while factory overtime, at 2.3 hours, was
unchanged from October. (See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private
nonfarm payrolls declined 0.4 percent in November to 102.5 (1977-100). The manufacturing index,
at 83.3 in November, fell 0.7 percent over the month and 16.4 percent from July 1981. (See
table B-5.)

Hourly and Weekly Earnings

Average hourly earnings increased 0.3 percent in November, while average weekly earnings
were about unchanged, seasonally adjusted. Before adjustment for seasonality, average hourly
earnings edged up I cent to $7.80, 33 cents above the year-earlier level. Average weekly
earnings, at $269.88, were down 43 cents over the month but were up $7.68 over the year. (See
table B-3.)

The Hourly Earnings Index

The Hourly Earnings Index (HEI) was 151.1 (1977-100) in November, seasonally adjusted, 0.1
percent higher than in October. For the 12 months ended in November, the increase (before
seasonal adjustment) was 5.5 percent. The HEI excludes the effects of two types of changes
unrelated to underlying wage rate movements--fluctuations in overtime in manufacturing and
interindustry employment shifts. In dollars of constant purchasing power, the HEI increased 1.1
percent during the 12-month period ended in October. (See table B-4.)

Changes in Household Data Series

Next month, with the issuance of data for December, this release will
incorporate annual revisions in seasonally adjusted unemployment and other labor
force series. With the release of data for January 1983 in February, the Bureau
will publish, in addition to the traditional civilian series, new labor force
series that include persons in the Armed Forces stationed in the United States.
In addition, all occupational data will be coded according to the classification
system developed for the 1980 census, which evolved from the 1980 Standard
Occupational Classification system. This means that comparisons with previously
published occupational data will be severely limited. Moreover, seasonal
adjustment of occupational data will not be possible until several years of data
become available. Improvements will also be made in the estimation procedures,
using newly available data from the 1980 census.



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. This information
is collected from payroll records by BLS in cooperation
with State agencies. The sample includes approximately
177,000 establishments employing about 36 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, definielo 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, had weather, disputes between labor
and management, or personal reasons.

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

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

The civilian labor force equals the sum of the number
employed and the auntber 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-1, 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 ott unpaid
leave among the employed; the establishment survey
does not;

----The household survey is limited to those 16 years
of age aid 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 san 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 inflcunce 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



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 c6mplete 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 $6.00
per issue or $39.00 per year from the U.S. Governnent
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 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, 0, P, and Q of that publication.
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Table A-2. Employment status of the population by race, sex, age, and Hispanic origin
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HOUSEHOLD DATA
Table A4 Sainted employment Indcators
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HOUSEHOLD DATA
Table A-6. Major unerployment Indicators, seasonally adjusted

HOUSEHOLD DATA
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Table A-7. Reson for uemploymnb7t
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Table A.B. Employment status of black and other workers
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Ta~e A.?T. Empkpumn st.n of the reoeitiartma pogmistk for ten large States
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Table B-1. Employees on nonagricultural payrolls by Industy
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Tabis 8-2. Average weekty hours of production or nonsupervslory worker' on3prfrate nonagricultural payrlls by Industry
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Table 83. Average hourly and weekly earnings of production or nonsupervisory workers' on private nonagricultural
payrolls by industry
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Tabe 5-. inexes of aggregate weekly hours of production o nonsupervisory workers' on private nonagricultural

payrolls by Industry
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Representative REUSs. Thank you, Commissioner Norwood.
Among the gloomy pieces of news you brought us, is the fact that

retail trade employment is down, has fallen by 160,000 people since
last July. Doesn't this indicate that this increase in the rate of unem-
ployment recently is having a cumulative effect, that as people lose
their jobs, go on unemployment, run through the unemployment com-
pensation, they buy less and, hence, retailers will have to let employees
go; isn't that what's happening?

Ms. NoRwooD. Certainly there is some of that occurring. I think the
data in general show that consumers are being extremely cautious in
their expenditures. These data on the employment situation suggest
that employers are being rather cautious about hiring people for the
Christmas season; they perhaps are waiting to see whether sales, in
fact, do materialize.

Representative REuss. That's why I am so worried about the situa-
tion and so concerned about the Rip Van Winkle attitude of President
Reagan and his associates.

What is the number of unemployed persons, of which the total issome 12 million, who are currently exhausting their unemployment
benefits, or who never got them in the first place? I have the impres-
sion that it is many millions, and more than half.

Ms. NORWOOD. There were a little more than 4.2 million people
collecting regular unemployment insurance 'benefits. There were almost
1 million people getting Federal extended benefits under the new pro-
gram. So the total is about 5% million.

Representative REuss. Five and one-half million who are getting
some kind of benefit?

Ms. NoRwooD. It's ab6ut half-
Representative REuss. That then means there are 62 million whoaren't getting any benefits whatever; does it not I
Ms. NORWOOD. Yes; these are not seasonally adjusted figures. The

figure I think you are searching for is that the total unemployment
insurance claimants are 47.9 percent of the total unemployed.

Representative REuss. Then 61/2 million people who are without ajob and who either never got or have exhausted their unemploymentcompensation, what do they live on?
Ms. NORWOOD. Many of them, of course, are living in families where

there are other workers, and, in fact, the data on income show that thefamily provides quite an important support system for people whoare unemployed. That depends upon the particular situation, of course.Representative REuss. Do you have any statistics on how many ofthe 61/ million Americans who are out of work, can have no unemploy-ment compensation, are saved by being members of an extended family,who can grubstake them in their time of need, and how many don'thave that?
Ms. NORWOOD. No, sir, we do not. What we do have each year aredata which give us the median income of the families of people whohave experienced spells of unemployment during the preceding year.Those data for the last calendar year suggest that many workerswho experienced some spell of unemployment at least in 1981 wereliving in families where there was some other person employed at sometime, and where there were benefits received from unemployment, sup-plementary benefits, and other things.



Of course, that situation depends upon the particular family. The
husband-wife family with two earners is a prominent feature now of
American life. The single-parent household, usually maintained by a
woman, is, of course, in greater difficulty in a period of this kind. I
would like to emphasize that I am not saying that there is no hardship,
even in families with some employed member. It is just that the link
between economic hardship and unemployment is no longer as clear
as it used to be.

Representative REUSS. We who live, as I do, in the cold belt have
been consoled or thought to be consoled for some time by the adminis-
tration that says, "Well, if people can't find a job in Detroit, let them
go down to Houston and get a job."

Is it not a fact that in many of the sun belt cities, the advertising for
workers-that in those cities there are not now either homes or jobs
for those people, and they are as close to being deported back to where
they came from as can be done in a free system like ours?

Ms. NORWOOD. It is true that in recent months, unemployment has
spread into such industries as oil and gas extraction and some of the
other industries that have been the mainstay of the southern belt, so
that unemployment is rising in Texas, for example, and some of the
other States.

Representative RETSs. I'll close then with the hope that out of this
gloomy fact that unemployment has now become universal and na-
tional, may arise a national American determination to sweep aside
those who have been laughing off this problem and do something
about it.

Congressman Hawkins.
Representative HAWKINS. Ms. Norwood, in your statement, you

indicated that 4 million unemployed persons in November have been
jobless less than 5 weeks.

May I ask you whether or not that means that their unemployment
lasted only 5 weeks, or that they merely statistically had been unem-
ployed for that length of time? Does that indicate that number of
individuals just temporarily unemployed?

What is the significance of that statement?
Ms. NORWOOD. No, sir. It means merely that as reflected in the house-

hold survey, 4 million persons were unemployed and had been unem-
ployed for somewhere between 0 and 4 weeks. They were still unem-
ployed at the time the survey was taken.

Representative HAWKINS. That could be misleading if taken out of
context, which apparently was done by the President, because in a tele-
vision appearance he did say, to downplay the number of unemployed
people, that it was only a temporary or transitional situation. And I
think he used very much that percentage. That would tend to indicate,
however, that might not be the end of that unemployment experience
for those individuals. They could still be unemployed.

Is that the actual situation?
Ms. NoRwoon. Yes, Congressman Hawkins. However, I think it is

important to recognize that the 12 million people who are unemployed
today or who were unemployed at the time the surveys were taken, are
not necessarily the same people who were unemployed in the previous
months. There is considerable flow into and out of unemployment. I
may not have expressed that as clearly as perhaps I should have, but
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that is what I meant by the unemployment stream. In general, roughly
half of the people who were unemployed in one month remain unem-
ployed in the following month. About a quarter of them leave the la-
bor force to do other things, and about a quarter of them find jobs.

Now in a period of recession, those figures change somewhat, but
there still is movement into and out of unemployment.

Representative HAWKINS. That is understandable. I don't question
at all the statistical information that you have given us; however, isn't
it also true that individuals may flow in and out, but the flow some-
times, many times into unemployment, are the same individuals?

Ms. NORWOOD. Yes, Sir.
Representative HAWKINS. So we are not so sure about that. We do

know it affects many more families than seem to be indicated at any
particular time.

The other thing-in connection with that, however, let us also ask
how many have been unemployed longer than 6 months. You did not
give that.

Ms. NORWOOD. There were 2,300,000 people who were unemployed 27
weeks or more.

Representative HAWKINs. Thank you. The other question I would
like to ask pertains to the profile of the unemployed force. Who are
the ones who tend to have the highest percentage of unemployment?
Would it be construction workers? Would it be women, blue collar,
white collar, and so forth? Those in transportation?

In other words, have you ranked them according to the highest in
number, percentagewise, of the unemployed?

Ms. NORWOOD. I have not done a ranking, but I can tell you gen-
erally, that because of the steep declines in employment in durable
and manufacturing industries, the blue-collar workers have higher
unemployment rates than the white collar. In fact, in November, blue-
collar workers had an unemployment rate of 161/2 percent; operatives,
excluding transport operators, had an unemployment rate of 21
percent.

In the automobile industry, the unemployment rate' was somewhat
higher, 24 percent. Now that means, of course, the people who are
employed in the work force of those establishments have high unem-
ployment rates. Because the men are predominantly employed in dura-
ble manufacturing industries, the unemployment rates for men are
higher than those for women.

Representative HAWKINS. In connection with the current proposal to
collect a 5-cent tax in order to put it into construction of highways and
bridges, public transportation systems, without dealing with the merit
of that proposal, to what extent would that employ the individuals
who have the highest unemployment? In other words would it employ
women whose unemployment-the percentage of the unemployment
rate is, in my opinion, I think above 40 percent? Would it employ
construction industry workers? My understanding is their percentage
lies somewhere around 10 or 11 percent; am I correct ?

Ms. NORWOOD. Twenty-one percent.
Representative HAWKINS. Twenty-one percent in construction?
Ms. NoRwooD. Yes, Sir.
Representative HAWKINS. Well, it still is too high, but it certainly

isn't as high as some of the others.



What is the unemployment rate among women? What percentage
of the unemployed are women who probably would benefit only slightly
from any heavy construction proposal?

Ms. NoRwooD. The unemployment rate for women is 9.1 percent.
Representative IIAWKINs. What percentage of the total unemployed

would they constitute?
Ms. NORWOOD. It's 4 million out of 12, about a third.
Representative HAWKINs. So that in terms of reducing the unem-

ployment rate, these proposals would have very little impact, I assume.
To what extent would, let's say, a proposal to fix up the highways and
bridges and to employ heavy construction or infrastructure construc-
tion work benefit women whose unemployment rate is at least 40
percent?

Ms. NORWOOD. Congressman Hawkins, I would like to believe that
jobs that are created would be available to all Americans, whether they
are women or men, even if they are in the construction industry.

Representative HAwKINs. I would like to believe that too, Ms. Nor-
wood, but I've worked 50 years to try to accomplish a little bit of it,
and we are losing ground, I think. But in any event, let's hear the
answer.

Ms. NonwooD. As the Chairman of the Council of Economic Ad-
visers has said, there are a lot of very complex factors which need to
be taken into account in determining the number of jobs that might
be created by any kind of activity. And all that I can contribute to
that, I think, is that the Bureau of Labor Statistics did have a pro-
gram to assess the labor and'materials requirements in construction.
The last survey that was done in that field was in 1981, and from that
we find that the direct construction requirements for a billion dollars
of new highway construction is about 12,400 positions, and the indirect
requirements raise that by another 13 or more thousand jobs.

Now, beyond that one has to make a lot of assumptions about what
happens to the income that is generated, whether the expenditure of
that income will generate more jobs, and one also needs to take account,
of course, of the possible job effects of the methods of financing. So I
don't think that it is a very easy kind of thing to decide.

Representative HAWKINS. Thank you, Ms. Forwood. I yield to my
distinguished colleague from the Senate.

Senator SARBANES. Thank you. Ms. Norwood, I wanted to make
reference not to your statement, but to the first page of the copy of
your release. Let me just read it for a second.

The number of unemployed persons reached 12 million in November, seasonally
adjusted up 440,000 from October. The nation's unemployment rate rose 0.4 of a
percentage point to 10.8 percent. Virtually all of the over-the-month rise occurred
among adult men and women. Since its prerecession low of 7.2 percent in July
1981, the Jobless rate has risen by more than 31/2 percentage points, with each of
the three major age-sex groups being substantially affected.

Over this period the jobless rate for adult men rose from 5.8 to 10.1 percent.
The adult women increased from 6.7 to 9.1 percent, while the teenage rate moved
from 18.7 to 24.2 percent. All were at record high levels in November.

What is the distinction here between adults and teenagers?
Ms. NORWOOD. Twenty years of age and over is adult; 16 to 19 is

teenagers.
Senator SARBANES. Is that teenagers out of school looking for work

or teenagers in the school-24.2-percent figure?



Ms. NonwooD. If the teenager is available for work, without a job,
and has looked for work during the survey week, he or she is counted
as unemployed, whether in school or not in school. So it includes
students.

If you were to exclude students, there would be a fairly significant
reduction for teenagers.

Senator SARBANES. Now, we know that the 10.8-percent figure, the
overall unemployment figure, is the highest since 1940; is that correct?

Ms. NORWOOD. Yes.
Senator SARBANES. Is the 10.1-percent figure jobless rate for adult

men also the highest since 19401
Ms. NORWOOD. Yes.
Senator SARBANES. The 9.1 percent for adult women?
Ms. NORWOOD. Yes.
Senator SARBANEs. The 24.8 percent for teenagers?
Ms. NORWOOD. Yes; since 1947. They are all record highs.
Senator SARBANES. You then say that the jobless rate for white

workers rose to a new high of 9.7 percent. The rate for blacks, 20.2,
and Hispanics, 15.7, were about unchanged over the month. Among
blue collar workers it rose from 15.9 to 16.5 percent. And the rate for
white collar workers, who have not been affected by the recession as
much as blue collar workers, increased from 5.1 to 5.6 percent.

While the white collar workers have been less affected over the
period of the recession, obviously since they have a much lower unem-
ployment figure, the worsening of their situation over the last month
is markedly different than for the blue c6llar worker.

In other words, their unemployment over the last month has in-
creased about 10 percent; is that correct?

Ms. NORWOOD. Yes.
Senator SARBANES. How important is the fact that the recession

has now gone so deeply that it is reaching groups that are ordinarily
immune or relatively immune from the recession ?

Ms. NORWOOD. Even though the recession remains very sharply
focused in durable manufacturing, unemployment tends to spread out
into the service sector surrounding the areas where people are unem-
ployed, and the service sector has in general been weakening, especially
in recent months.

Senator SARBANES. Is the white collar worker in a heavy manufac-
turing industry-
I Ms. NORWOOD. He is counted in the heavy manufacturing industry,he or she

Senator SARBANES. When steel and auto companies are cut so deeply
that they are letting off not only their production workers but their
management people, their white collar people-is that reflected in the
heavy industry figures?

Ms. NORWOOD. Yes.
Senator SARBANES. In the blue collar figure ?
Ms. NORWOOD. No; it is reflected in the steel industry figures, but if

it is a clerical worker it is reflected in the white collar occupational
-figures.

Senator SARBANEs. Do you have figures concerning the income levels
at which people who were out of work could be found?

Ms. NORWOOD. We have information that comes out of a supplement
to the "Current Population Survey"--every March for the preceding



year. The latest figures are for 1981; we find out in that supplement
whether people have experienced some spell of unemployment during
the year and what the income of their family is.

And the Bureau of Labor Statistics has published its first study
looking at the linkages between economic hardship and unemploy-
ment. We expect to continue to put out data of that kind, which is
based largely on the March supplement.

Those data show that at least through 1981 the link between eco-
nomic hardship-as distinct, of course, from social and psychological
hardship-and unemployment is no longer so clear and so close as it
used to be. And the reason for that, obviously, is that there are social
insurance programs and that there are other people in the family who
are working in many cases.

On the other hand, of course, there are a sizable number of families
where there is no other worker. There are almost 10 million families
maintained by women, for example, and a: number of those are in very
serious trouble.

So I think we need to look at the income and unemployment link a
little bit differently than we did traditionally. It does not mean that
it is not important, but the data reflect, I think, some of the trends of
the social insurance programs as well as multiworking families.

Senator SARBANEs. That is the hardship, but if I were to ask you
how many of the unemployed come from people that had jobs at
$10,000 a year or less, jobs of $10,000 to $20,000 or $20,000 to $30,000,
would you be able to give me those figures?

Ms. NoRwoon. Yes.
Senator SARBANES. What would that show?
Ms. NORWOOD. I could submit something for the record on that, but

in general, of course, the durable manufacturing industries have had
higher average hourly earnings than the service sector, for example,
and the very sharp drop in jobs during this recession in automobiles
and steel, which are high-paying industries, would show a concentra-
tion in the higher paying range.

Senator SARBANMs. When you say "higher paying," what kind of
salaries are you talking about ?

Ms. NORWOOD. $10, $12, $13 an hour.
Senator SARBANEs. So you are still talking below $25,000 a year?
Ms. Nonwoon. Yes.
Senator SARBANEs. The CBO has made a study that shows an enorm-

ous portion of the economic benefit of the President's program going
to the higher end of the income scale, and I am curious to know how
many of the people who are getting these benefits are also directly
affected by the unemployment. I take it that the accurate response to
that question would probably be not very many?

Ms. NoRwoon. I don't know. We do have data on people who have
suffered spells of unemployment, and we also have data every
quarter-

Senator SARBANES. Could you give me a figure on how many people
with incomes above $100,000 have become unemployed, how many
people with incomes about $50,000 have become unemployed?

I am getting tired of people in the President's Cabinet, all of whom
are millionaires, staying the course when staying the course doesn't
affect them in any way. In fact, they are benefited by this course.
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Meanwhile, the unemployment is being visited upon those at the
middle or the lower end of the income scale.

Could you provide those figures to the committee?
Mr. PLEWES. We can provide the data for 1981 right now to the

Senator and to the committee-for those with family incomes of
$50,000 or more, but not $100,000 or more, as $50,000 or more is the
highest income grouping that we have. We do not have any data yet
for the current period.

Senator SARBANES. When will the data for the current period be
available?

Mr. PLEWEs. It will be collected in March of 1983 and be available
in the summer of 1983.

Ms. NORWOOD. It has to refer to the calendar year and therefore can-
not be collected until the calendar year is over, but we can submit for
the record some information on the previous year.

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

record:]
A total of 23.4 million persons experienced some unemployment in 1981. Of

these 23.4 million persons, 7.7 million lived lh families whose income in 1981
was at least $25,000. There were 968,000 families with incomes of at least $50,000
in 1981 where at least one family member experienced some unemployment.

Senator SARBANES. I would like to see, as you look at it by income
levels, where the impact of this unemployment is falling.

While I recognize your point that workers in the heavy construction
trades are better paid than a lot of clerical workers, both heavy con-
struction trades and clerical workers are still at about the median fig-
ure or below as far as incomes in this country are concerned, and I
really want to see how much is hitting the people further up the line,
particularly those who are reaping significant benefits from the tax
policies of the administration.

On the unemployment figures, unemployment benefits, do you have
figures on the number of people who have exhausted their unemploy-
ment benefits and are out of work?

Ms. NORWOOD. There are roughly 350,000 people in September who
had exhausted their benefits. I cannot tell you what they are now
doing. They may be employed. They may be unemployed.

Senator SARBANES. You have no way of knowing how many of the
unemployed drew benefits and no longer are drawing them but are still
unable to find work?

Ms. NORWOOD. No, sir.
Senator SARBANES. Is there any way to know how many people who

drew their unemployment were able, after it ran out, to find work and
then went back to work?

Ms. NORWOOD. There are no data that I am aware of that are now
available.

Senator SARBANES. There is no survey that would show that?
Representative BROWN. The number of weeks of unemployment.
Ms. NORWOOD. The number of weeks of unemployment we have, but

not in relation to the unemployment insurance benefits.
'Senator SARBANES. When you say "the number of weeks," what do

you mean by that?
Ms. NoRWOOD. Just the number of weeks of unemployment through-

out the year. We get from-



Senator SARBANES. You mean how long they have been unemployed?
Would you know from that whether they have drawn unemployment
insurance?

Ms. Nonwoon. Yes, we would.
Senator SARBANEs. How would you know that?
Ms. NoRWoOD. Because in the survey they are asked about their fam-

ily income and what the sources of that income are.
Senator SARBANES. What does that survey show about people whose

unemployment has run out in terms of their going back to work?
Ms. NORWOOD. It really is not an employment activity survey. It is

basically a survey of family income related to the employment ex-
perience of the people. So you can pull that out of it.

Senator SARBANES. Would you be able to say to me, in any respon-
sible way, that people, once their unemployment benefits run out, go
back to work, that we know that once they have used up their unem-
ployment benefits they go and find a job?

Ms. Nonwooon. I have no information to respond to a question like
that. I would expect that it would depend on each individual situation.

Senator SARBANES. There is no survey, though, of data on which such
an assertion could responsibly be made, is that correct?

Ms. Nouwoon. None that I am aware of. I believe that people look
at a lot of aggregate data, of course, on jobs that may be available and
at the number of persons who are unemployed. There is always a prob-
lem in the match.

Senator SARBANES. Mr. Chairman, I simply want to note for the
record that Mr. Meese made such an assertion when the question of
taxing unemployment benefits was put forward by the administration
as an option, and subsequently dropped.

His assertion was that once people ran out of unemployment bene-
fits they found jobs and went back to work. I take it there is no rational
basis resting upon survey data or hard fact basis upon which that
statement could be made.

Now, Ms. Norwood, I finally want to ask you about the Vietnam
veterans.

Ms. NoRwooD. Senator Sarbanes, may I just say that I am sure you
are aware that there is considerable economic research literature on the
effects of unemployment insurance, and there has been a considerable
amount of discussion about what these effects might be.

I am certain that in that literature there is some information. I am
only responding to you about BLS survey data.

Senator SARBANES. There is no survey data that would support such
an assertion?

Ms. NORWOOD. Not that I am aware of.
Senator SARBANES. On the Vietnam veterans, let me put the question

to you this way. I don't understand how the unemployment rate among
Vietnam veterans can exceed the nonveteran figure, in some instances
significantly, in each age category, with the exception of one-tenth
difference in the 35- to 39-year-olds, and yet the overall figure for 25-
to 39-year-olds is below the nonveteran figure.

In other words, for 25- to 29-year-old Vietnam veterans it is 15.7-
percent unemployment; for nonveterans, 11.8; for 30- to 34-year-olds,
9.1; for nonveterans, 8.5; and for 35 to 39, 8.5, and for nonveterans,
8.6 percent.



That is a significant gap in each instance except the latter, with the
Vietnam veteran in a much worse situation. Yet you show the overall
figure of 25 to 39 as being below.

Mr. PLEWES. I will try to answer that. The rates we are discussing
are for the 25- to 39-year age group: 9.8 percent for the veterans and10.0 percent for nonveterans. The apparent anomaly arises because theage composition of the veterans differs markedly from the nonveterans.
Nearly half of the veterans are in the oldest 5-year age group-35 to39 years old-whole jobless rate is relatively long. Among nonveterans
less than one-quarter are in this age group.

Senator SARBANES. I recognize the difference. I don't see how youcan-
Mr. PLEwEs. I would say that the unemployment rate for veterans

and nonveterans, 25 to 39 years old, is not different. One is 9.8 and theother is 10.0.
Senator SARBANES. But when you break it out, you have much higherVietnam veterans age-
Ms. NORWOOD. They are also similar groups.
Mr. PLEWES. In the younger age groups the unemployment rates forveterans are higher, that is true, but those groups are so much smaller

now because the veterans have aged.
Ms. NORWOOD. Senator Sarbanes, may I say that we have a great dealof difficulty with the data on Vietnam-era veterans, because the group,of course, is getting older. In the younger age groups there are fewerVietnam-era veterans as defined by the Veterans' Administration.
So we are talking about relatively small numbers. In general, theyounger veterans seem to have a harder time in the labor force. As theveterans get older, they have the same kinds of problems in the laborforce as nonveterans of their age.
Senator SARBANES. Thank you very much.
Representative REUSs. Thank you, Senator Sarbanes. Congressman

Wylie.
Representative WYLiE. Thank you very much, Mr. Chairman.
May I respectfully suggest, Senator, that the statistics as to howmany people of high income draw unemployment compensation mightbe available to the Internal Revenue Service if they make $12,000 in-cluding unemployment compensation. There is a tax-
I think that originally was put in to include ballplayers, actors, andso forth in the unemployed with periods of high-level incomes. I thinkthe Internal Revenue Service could help develop statistics that youmight want as to how many people are high income and then laterbecome unemployed.
Senator SARBANES. My question wasn't how many of them draw un-employment insurance. My question was, of the unemployed-I wouldlike to take a profile of the 12 million unemployed and carry them backto when they had jobs and find at what income level those jobs were.Really, to get at the point, I think it is very clear that this unem-ployment is not hurting people in the upper income groups, the verypeople who are reaping the major part of the benefits from the cur-rent economic program.
Representative WYmE. I just want to make a point. You mightwant to mention the question also that IRS may have statistics devel-

oping.



But may I say on this question on the taxing of unemployment
benefits, I was contacted by a television reporter on Thanksgiving Day,
while eating turkey and dessert, and suggested that if this was a trial

balloon, it, indeed, was a lead balloon. It wouldn't go anywhere. That

proves to be the case.
Another suggestion that oome out that day was a reduction in the

minimum wages for teenagers as a possible way of putting some of

the teenagers back to work. I think we do need to address that prob-
lem.

I note in your statement, the teenage unemployment rate remains

about 24 percent in November. But the joblessness among teenagers

and black workers is something that we need to concern ourselves

with.
Do you have any statistics to indicate whether a reduction in the

minimum wage for teenagers, 16-, 17-, 18-year olds, 19-year olds, could

help in the unemployment situation as far as that group is concernedI

Ms. NORWOOD. Mr. Wylie, that is a subject that has been looked at

by researchers for many, many years. Part of the problem is that the

data, when broken down to such small groups, tend to have very large
variance, and all that I can say is there are a number of studies on that.

They do not all agree, and we do not have anything to add.

Representative WYLiE. Another disconcerting statistic which you
gave us was that employment among the retail industry apparently is
not up as we might have expected during the month of November but

is, indeed, slightly down.
A local radio station had a survey-can consumers help us buy our

way out of the unemployment problem during the month of No-

vember? And they came back 77 percent "No."
But may I suggest, President Franklin Roosevelt thought that per-

haps consumers could help us back in 1939 and 1940 when he put
Thanksgiving on the third Thursday of November and said that people
would start thinking about Christmas shopping the day after Thanks-
giving. Therefore, they would have another week to buy.

Are there any statistics available to show what the impact of his

proclamation as far as Thanksgiving is concerned might have been?
That is pretty far back, but we are looking for ways, I suppose, to
try to help in this unemployment situation.

Ms. Nonwoon. I don't know, Congressman Wylie. There may be. We
could try to see whether we could find anything.

I think the important thing in the retail trade sector is to recognize
that there was, in fact, some hiring that went on in the retail trade
sector of something like 140,000 people.

The point is that this is the beginning of the buildup for the
Christmas season. We know that consumers are being very cautious
about their expenditures, and we know that employers, quite sensibly,
are being cautious about hiring.

And so, the employment response to this period of the holiday season
was far smaller than it normally is, and that is why after seasonal
adjustment we have a decline.

Representative WYmE. But there may be some psychological factor
involved there, which we need to try to find out what it is, I suppose.

In table A-3, I note that by occupation three out of four categories
of employment were higher in November than in October. Only blue-
collar employment was lower.



Could you comment on that, please?
Ms. NoRwooD. As I indicated in my statement, total employment,

that is, overall employment, including the self-employed and agricul-
ture, in the household survey was relatively unchanged in the month
of November, but that followed a rather steep decline in the pre-
ceding month, and that kind of 2-month pattern is not at all unusual.

One needs to look with some care at the month-to-month variations,
especially in the household survey. I might point out that there was a
sizable increase in the labor force, and the unemployment data suggest
that people coming into the labor force have difficulty finding jobs.

The increase in the labor force followed a decline in the previous
month. So we really need to look at these data over a longer period of
time.

Representative WYME. You said there was a sizable increase in the
labor force?

Ms. NoRwooD. Yes; the labor force increased by 375,000 in the month
of November, which is really just about the amount that it declined in
the previous month, so that there is an up-and-down movement in the
labor force, which is why we always try to look at these data over a
longer period of time.

Representative WYLIE. We are all looking for some encouraging
sign. We could say that is an encouraging sign, I suppose.

Ms. NORWOOD. It is encouraging that people are continuing to look
for work, yes. I think we would expect that the labor force over the
long run will continue to grow, of course, because the population is
growing.

Representative WYLIE. In that connection, in table A-7, I note that
among the number of unemployed the vast majority of the increase
was in new entrants to the labor force, a point you want to make, not
those who have lost their jobs, is that correct?

Ms. NORWOOD. That is correct. The household survey shows that
there was an increase in the labor force and that most of the unem-
ployment increase occurred because those people coming into the labor
force were not ablo to find jobs.

The establishment survey, which is another independent observa-
tion, shows primarily, I would say, that in addition to the increase in
the labor force, there were continued declines from the payrolls in the
durable sector.

So I think we need to look at those two pieces of information.
Representative WYLIE. Could we say that people are getting more

optimistic about finding jobs?
Ms. NonwooD. I would hope so.
Representative WYLE. So would I. I would hope so, too.
Well, how does unemployment in the United States compare with

unemployment in Western European countries?
Ms. NORWOOD. In general, the unemployment in the United States

is higher than in some Western European countries and considerably
lower than in others.

The recession that we are suffering is also being felt in most of the
industrialized world. Canada, for example, had an unemployment rate
in October, which is the last month for which we have comparable
rates, of 12.7 percent; and the United Kingdom had a rate of 13.7
percent. Even France is well up to almost 9 percent.



So there is increasing unemployment going on in Western Europe,
in particular, and there is also another difference. And that is that
there tends in the United States to be a much greater movement into
and out of unemployment. The long-term unemployed comprise a
much greater proportion of the total unemployed in Western Euro-
pean countries.

The number of jobs that were created over the last decade was much
greater in the United States than in other countries. And the propor-
tion of jobless persons who have been unemployed for 6 months or for
a year or more is much larger in countries like the United Kingdom
than it is in this country.

Representative WYME. Does the lack of decline in the labor force
participation among women and teenagers mean there is less so-called
hidden unemployment during recession than in previous periods?

Ms. Nonwoon. I am not sure that T understand your question. The
unemployment rates for women have been rising, and the unemploy-
ment rates for men have been rising even more.

Women are continuing to come into the labor force. The rate of in-
crease of women into the labor force has slowed down considerably
because of the recession, as one would expect. As we move out of the
recession, I would expect that rate of increase to go up.

Representative WYLIE. OK. I have been given a note that my time
has expired.

Representative REUSs. If you have additional questions-
Representative WYIrE. I will come back.
Representative REUSs. Congressman Brown.
Representative BuowN. Thank you, Mr. Chairman. I was not here.

I wanted to say to you, when you were eulogized, I appreciate your
kind remarks about me, and I want you to know that I am going to
miss the association with you in this committee. We have served on
other committees together, and I have enjoyed over these many years
our association in the Congress together.

We have not always shared the same viewpoint, but we have shared
concern about the same issues and addressed our viewpoints on those
issues somewhat differently, but I think always with the same whole-
hearted spirit of trying to resolve problems, and I admire you for that.

Your leadership in this Congress has been salutary, and you will be
missed by all of us. I want you to know that. I wanted to say that on
my own time. It is very wholehearted.

Ms. Norwood, I also want to congratulate you on the work that you
have done in your responsibility. I still miss Mr. Shiskin, but I feel
that you have done an immensely good job in your role and hope that
you will continue in this for some time, because your work has been
scholarly and, I think without bias. That is what is absolutely needed
in the Bureau of Labor Statistics, and we appreciate your effort.

There has been some pickup on Congressman Wylie's search for
optimistic news. There have been some widespread reports that the
housing industry has come to life recently, as interest rates have been
lowered.

National Association of Homebuilders, in its November 1982 Eco-
nomic Newsletter, says that there is more optimism than at any time
in the past 2 years. Building permits rose 60 percent last month over
October of 1981. Many people in the housing industry feel a boom
is taking place.



I want to read just a little bit of the report on housing outlooks.
They say in that November newsletter:

October brought dramatic improvement in the expectations of builders for
increased single family home sales during the next 6 months; 72 percent who
responded to the survey expected their own sales to be "fair to excellent," com-
pared with 53 percent of those who responded in September and 23 percent of
those who responded in July.

I am skipping some of the text.
According to builders:
October sales have improved in July. 13 percent of the builders reported that

sales would be fair to excellent. In September, the proportion rose to 24 percent.
October, it jumped to 39 percent, the highest in two years.

Particularly impressive was the increase in traffic of prospective buyers of new
homes. 30 percent of builders reported traffic to be "average to very high," the
highest response since the autumn of 1979.

Clearly, conditions are better because interest rates have dropped. A year
ago, the FHA rate was 17.5 percent. Now it is down to 12 percent and declining.
Construction loans are still expensive, but no longer at 24 percent. Cheaper
short-term debt is a great help, and so are cheaper mortgages, particularly
FHA and VA fixed rate mortgages, those over which government have some
control.

FHA applications for mortgage insurance has jumped 150 percent since July
to the anualized rate of 750,000 in October. In mid-1982, the annualized rate was
at 300,000 applications. A year ago FHA applications were below the 200,000
rate.

As a result of consumer preferences, the use of fixed rate mortgages by builders
has jumped to 68 percent in October, from 36 percent in March 1982.

Housing starts bottomed out in the last quarter of 1981 when the annual rate
was depressed, 867,100 units. The third quarter of 1982, starts were up 35.8
percent, and building permits were up 31.2 percent from the lowest quarter just
cited, the fourth quarter of 1981.

Sales of new units improved in September. The annual rate jumped 23.7 per-
cent to 464,000 units, from 375,000 in August.

More importantly, the unsold inventory of new single family homes continues
to decline and, as of September, was at its lowest level since July 1971. It is up
246,000 units. In a matter of months, this low level of inventory should be
worked out to a point where the builders can again start new construction.

The really good news is that the second half of 1982 will be better than the first
half by about one-third, and that provides some momentum for the housing in-
dustry as it moves into what we hope will be a much better 1983.

However-and this is to your work-your estimates show a decline
in construction employment in table B-1.

Do the figures reported this month contradict what the homebuild-
ers have been saying, or is it a question of the additional general build-
ing being done; that is, construction, commercial and manufacturing
facilities, or is it a question of timing; that is, that the figures for the
construction industry will get better m the months ahead, and you are
seeing an increase in productivity; that is, more work per person em-
ployed in the building industry?

Ms. NonWooD. Congressman Brown, the table from the establish-
ment survey shows a decline of 4,000 jobs. That is not a statistically
significant change. The construction industry is really unchanged.
Employment in the construction industry is essentially unchanged.
- I think that is probably quite consistent with many of the kinds
of things that you have been reading; that is, that it has stopped
declining.

Representative BROwN. Let me ask some questions in that area. How
much of a lagging indicator is unemployment; that is, does it fall 6



months, 3 months, a year behind an upturn? Has the lag been con-
sistent over the years, or has it changed, depending on the particular
cycle of recovery, and does it change with various industries?

Could you give us a little insight into that?
Ms. NoRwooD. In general, once the trough of a recession has been

reached, the unemployment rate usually continues upward for 1
month or 2 months or 3 months. It varies from one recession to the
other, if you look back historically, but in general, it is an average of
a month or two.

There are differences among the industries. I don't have that in-
formation, but we could look at it if you would like. I think, however,
that it is very important-as you said at the outset-to recognize that
this. recession is really very different in some respects from the much
earlier periods in the 1950's and 1960's, because we have had a con-
tinued decline in many of the basic industries, like the manufactur-
ing of automobiles, steel, and machinery.

Those are trends which began long before this recession did and
have been exacerbated by the recession.

Representative BRowN. Would it be fair to say-and I don't mean
to interrupt you, but I want to go on; I had a further thought on this
point-that we have been in a structural recession for some years?

I must say in my own State of Ohio I feel we have been in a reces-
sion in Ohio since the 1960's, the late 1960's, maybe the early 1970's,
as industries such as steel have declined. Some industries related to
automobile manufacture have changed. The automobile industry it-self is a. likely subject for robotization and therefore likely to be, interms of its employment, in decline for some time. In terms of its com-
petitive impact of-domestic impact of automobiles and competitive
impact by foreign imports, it has been in decline for some time.

So would it be fair to refer perhaps to a structural employment
recession that has been endemic and continuing in the United States
and in some of the other industrial nations of the world for some
time and the current recession as a cyclical recession to be exacerbat-
ing that structural change in employment to some extent in the
economic decline?

Ms. NORWOOD. Congressman Brown, I would rather not get into a
semantics question. I wouldn't want to characterize a recession, but
I think you are quite right, that in certain durable manufacturing
industries, several that you have mentioned, there have beei employ-
ment declines occurring over a long period of time and that the
recession that we have has made those declines worse.

Representative BROWN. Let me press a little further if I may, and
if you don't have the statistics you might express an opinion and
then verify them or contradict them, if you could, to this committee
with any statistics that you may have available to you.

Is it fair to suggest that the construction industry frequently re-
sponds early-that is the homebuilding industry particularly-
frequently responds earlier than some of the other industries to
recovery and frequently is a leader in a decline phase of a recession?

Ms. Noawoon. It usually is affected. I am not sure how to respond
to that. I would like to submit something for the record.

[The following information was subsequently supplied for the
record:]
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There have been seven complete business cycles since World War II. Increases
In construction employment led the NBER designated turning point in the first
three recoveries. Since then, construction employment has only led once-in
1970-and only by 2 months. After the severe 1973-75 recession, the upturn in
construction employment lagged the NBER trough by 4 months, and construc-
tion employment has yet to recover from the effects of the 1980 recession. Since
recessions vary in terms of depth, duration, and dispersion, there has been no
consistent pattern that would indicate whether the construction industry will
lead or lag the rest of the economy at a turning point.

Representative BROWN. Let me ask about the durable goods industry.
Those are usually lagging industries in terms of recovery, are they
not-in terms of employment and recovery?

Ms. NORWOOD. Well, the declines of course begin to bottom out, and
there is a turnaround that occurs because recessions always hit those
goods-producing industries much harder than the service-producing
sector.

Representative BROWN. I guess I would follow this scenario. First
comes the reduction in purchasing and in the durable goods industry.
Then comes the reduction in production because the inventories begin
to build up. That leads to the unemployment in that industry.

And until those inventories are reduced and purchasing begins again,
you don't have the reemployment, and reemployment usually lags
because you have an increase in productivity, don't you, as you have
more goods produced per worker employed at the beginning of
recovery ?

Ms. NORWOOD. That is right.
Representative BROWN. Let me ask, with reference to the United

Kingdom, the statistics on the United Kingdom indicated that they
have a 13.7-percent unemployment rate, somewhat higher than ours.

Has their productivity improved in the last few months, or are you
aware of that?

Ms. NoRwooD. Over the year from 1980 to 1981, their productivity
did increase considerably more than it did in the last few years before
that.

Representative BROWN. Our productivity in this country, as I under-
stand it, has also improved in the last quarter, is that correct?

Ms. NoRwoOD. Yes.
Representative BROWN. Two other quick questions, if I may, without

much time-my time is up.
Last month employment did not fall, but the unemployment rate

rose because of the increase in the labor force, as you noted in your
conversation with Congressman Wylie.

Is there a clear-cut historical relationship between labor force
growth and recession or between labor force growth and the beginning
of recovery?

Ms. NORWOOD. Labor force growth always slows down during a
recession, as people become discouraged or people decide to engage in
other activities rather than to look for a job.

Representative BROWN. With reference to recovery, does it then
increase at the beginning of real recovery, or do we know?

Ms. NORWOOD. Yes; we would expect that as recovery sets in the
labor force would increase. I would not read too much into a single
month's number on the labor force change because of the decline in
the previous month. We really need to look at labor force changes
over a longer period of time.



All we can tell from these data so far are that the labor force
growth over the past year has been slower than in previous years.

Representative BROWN. Of course. On this point and the others that
I have been raising, I may have my staff submit some questions to
you, in certain of these specialized areas like construction needs and
so forth.

One other question, I see in this list of 10 largest States that Michi-
gan and Ohio still, unfortunately, have for the last several months,
led the list. Michigan now to a terrible rate, 17.2 percent, and Ohio
to its highest rate of 14.2.

Are there any other States, small States, that 'have higher unemploy-
ment rates than that that you are aware of ?

Ms. NoRwooD. No, sir, we do not yet have the data for the other
States for November.

Representative BROWN. Do you have a list of the other States?
Ms. NORWOOD. Yes, we do. The data for the 10 largest States come

from the household survey each month. The other States are a com-
bination of household survey and administrative data because we don't
have large enough samples for them, and those data have a month's
lag. The September data show that Michigan, Alabama, and West
Virginia had the highest jobless rates. Ohio, Mississippi, and Illinois
come next.

Representative BROWN. Thank you very much. Thank you, Mr.
Chairman. I appreciate your patience.

Representative REUSS. Commissioner Norwood, the basic structure
of the United States has not changed in the last 18 months, has it?

Ms. Nonwoon. That is a rather tall question. The basic structure has
not changed, I would say, depending on how you define "structure"
here.

Representative REUSS. Well, one, since unemployment has increased
by almost 4 million Americans since July 1981, the day the Reagan
program went into effect, at least as to those 4 million one can't dismiss
them as purely structurally unemployed, about which nothing can be
done, can we?

Ms. Nonwoon. Anyone who wants a job that is unemployed obviously
is having difficulty.

Representative REUSS. You have referred this morning to the very
sharp rise in initial claims for compensation in the week in mid-
November, immediately following the week in which the November
unemployment survey was made.

In that week, the week ending November 20, initial claims went up
from 598,000 to 654,000, an increase of some 9 percent. Doesn't this
presage that our December unemployment figures may be even higher
than the sickening 10.8 percent that you have today ?

Ms. NORWOOD. Not necessarily, Mr. Chairman, because as I have
suggested many times, the unemployment insurance data are the out-
put of program management, essentially. They do not have statistical
quality controls. They are put together by various officers all around
the country who are State unemployment insurance administrators,
have State unemployment administration responsibilities.

There are frequently periods when, for one reason or another, the
claims which should be in 1 week find themselves into another week.
And so, I think we need to be a little careful about making too much
of a shift from 1 week to the next.



Representative REUSs. On this vital question of statistical quality.
As you know, I have been urging for some time that the Congress, in
its appropriations, fund at least with minimum adequacy the Bureau
of Labor Statistics. Because without accurate statistics, we are going
to be even more inadequate than we are, in our approach to our
economic problems.

Thus, I was heartened when last Wednesday the House passed the
appropriations for the Bureau of Labor Statistics, whose appropria-
tions showed a small, but very important increase in the support we
give to the Bureau of Labor Statistics; namely, from $113 million in
fiscal year 1982 to $122 million in fiscal year 1983.

My question is: Is this-as I hope it is-a help? Will it enable you
and your associates to continue to do the splendid job that you have
been doing?

Ms. NORWOOD. The $21/2 million that was in the House bill has not
survived the Senate Committee on Appropriations.

Representative REuss. But my question is, did the action by the
House to a degree meet your needs?

Ms. NORWOOD. The action by the House, as you know, Mr. Chair-
man, since you are in large part responsible for it, bolstered the wage
program, in particular in the Bureau of Labor Statistics, which for
the past several years has suffered severe declines in funding.

Representative HAWKINS. Since this is the last ieeting of the Joint
Economic Committee, I assume-

Representative REuss. Don't assume it. We are going to have, I hope,
a stimulating meeting Monday.

Representative HAWKINS. Let me rephrase it-the last meeting in
which we will be dealing with the subject matter which is before the
committee today, precisely from the statistical point of view.

It seems to me-and I do not state this as a criticism of any mem-
bers of this committee-but we are faced with the fact that there
has been a substantial increase in the unemployment rate, and I would
hope that we deal with that specifically and directly and not as if it
has come about by some surprise.

Some of the questions seem to indicate that we sit around here and
guess on whether or not there is some recovery or we are searching for
some optimistic information. Well, we are not a bunch of banana
peddlers on the street corner trying to guess how many customers are
going to walk by and buy the bananas.

My understanding of the role of the Joint Economic Committee-
and I think this role has been enhanced under your leadership-is
that we are in a policymaking position. We are supposed to cause this
recovery to take place. We are supposed to do something about causing
revitalization of housing, not guessing whether someone else is going
to go out and build the houses.

We are supposed to be doing something to reduce unemployment
rather than, as the administration has done, deliberately increasing it.

Now, if you have policies that are tradeoff policies and you say we
are going to fight inflation by inducing a recession, eliminating jobs
programs, and creating unemployment, then why are we so surprised
that the unemployment rate has gone up?

I would think that this committee is charged with the responsibility
of developing a strategy to reverse this situation, and I don't think



any amount of searching, as we seem to be doing, as if we don't have
any accountability of public officials to do something about it. As
policymakers-we are not spectators; we are policymakers.

And if we don't do it, if the administration doesn't do it, it is up to
us, it seems to me, to encourage the Congress, every committee of the
Congress, to get busy to bring in programs to do something about it.
And I just don't understand how it is we sit around and bemoan the
fact that suddenly we have this high unemployment rate when the
policies have been creating it for 2 years, and we have done nothing
to stop it.

I think we should charge the administration with this responsibil-
ity. We all admit that the interest rates are up too high, and that is
one of the causes of this recession, and I think it is up to us to start
doing something specifically about these programs.

And I would hope that the Joint Economic Committee, which seems
to be the last hope, that if we are going to have any comprehensive
approach that will tie monetary and fiscal policies together with struc-
tural programs, would do something to remove this continuing
increase in the unemployment rate.

If we don't do it, I don't know who else is going to do it, and I
certainly hope that the final weeks of this administration this year-
that we do it under your leadership, because I think we have capable
leadership. We have ideas. We have programs in place that are being
disavowed, and we can do something about it.

We have alternatives, and yet we are not using them. We are not
using those already on the statute books. We are eliminating the very
programs that could help out, and yet we sit around and wait for the
unemployment rate to keep going up.

I just think we need to get our staffs busy. We need members of this
committee to get busy and to spark some type of strategy that will
attack these problems comprehensively, not on a piecemeal, ad hoe
basis.

As I say, I say this not in the interest of anyone. Being, I guess, the
most junior member of this committee, far be it for me to criticize, but
some of us have worked for a long time since the Employment Act

of 1946 and, more recently, in 1978, Full Employment and Balanced
Growth Act, to develop this comprehensive approach, and yet we

neglect it and we go on waiting for things to happen as if we are
spectators up in the bleachers trying to find out what is goimg on and

where the action is.
Representative REUSS. Congressman Wylie.
Representative WYLIE. May I respectfully suggest to the gentleman

from California that I wasn't aware that we are eliminating programs
that could help?

But that brings me to another thought, and that is, do we have any
employment or unemployment data which is specifically geographi-
cally broken down into defense- and nondefense-related activity?

Some of us have the impression that defense-related activity has
something to do with employment or unemployment vis-a-vis the

States of Texas and California; whereas, the high interest rates that

we have been going through had a harmful effect on employment in

the Northeast and the Midwest.
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Are there any available statistics that would test that hypothesis?
Ms. NORWOOD. There, of course, are data suggesting that the employ-

ment effects of defense contracts take some time to develop and that
they are beginning to have some effect, particularly in preventing
declines in some areas.

It is too early, I think, for us in BLS to have any information on
that, but we are watching this situation with great care.

Representative WYLIE. I would be glad to have you expand on that
if you want to for the record, since we are going to have a certain
amount of questions on increased defense spending.

Well, Mr. Chairman, we have had some very bad news here this
morning which we all must address as members of this committee and,
of course, as Members of the Congress. We do need to get people back
to work. There is no question about that.

The unemployment rate is important to all of us. Now without mean-
ing to detract from the seriousness of the situation and, again, looking
for some good news if there is some, would you please summarize what-
ever good news we can find from the information you have given us
here this morning?

Representative REUSs. You have as much as 10 seconds to do that.
[Laughter.]

Ms. NORWOOD. I think the manufacturing hours series, which is a
leading indicator, bears watching, as it registered a slight increase in
November.

The services sector had increased employment. Construction employ-
ment did not decline any further, and that is consistent with the rest of
the information we have on housing permits and mortgage interest
rates. The leading indicators index is up.

On the other side, unemployment is up, durable jobs are down, and
the retail sector is relatively weak.

Representative WYLIE. This may be an unfair question, but I think
it is a fair observation, that the housing industry has led us out of
recession in the past. There is a very, very positive ripple effect when
the housing industry does respond favorably.

People start buying refrigerators, stoves, and dishwashers, and they
have to haul those someplace, so the trucking industry is back to work,
and so forth. There are a lot of very good things that happen when the
housing industry does respond favorably.

As I say, this is an unfair question. What would be your feeling
about the so-called housing stimulus bill vis-a-vis the unemployment
problem?

May I say that I was a cosponsor of the housing stimulus bill, so I
may be looking for some encouragement there.

Ms. NORWOOD. Well, Congressman Wylie, I have always been quite
impressed with the competence of the members of the Joint Economic
Committee, and I am sure that they can deal with that problem.

Representative WYME. Thank you very much.
Representative REUSS. Thank you. Representative Brown.
Representative BROWN. Yes, Mr. Chairman, just one final word.

I can't resist the temptation to give one final word of advice to this
committee and my colleagues. And that is that there is a spate of
interest now in jobs programs.



I sympathize absolutely with my friend Parren Mitchell. We have
conducted joint hearings on the unemployment question over the past
several years, particularly in reference to the interests that we mutu-
ally share in teenage and black unemployment, or minority unem-
ployment. But I hope that the Congress will take great care in the
development of programs in this regard.

We looked at the problem in Ohio during the campaign, and while
this may mix politics, campaign politics, of the Joint Economic Com-
mittee a little too much, our proposal was that the program devised
be one that could translate as quickly as possible into the actual job.
It made no difference whether that job, from the standpoint of the
jobseeker or the jobholder, was in the public or private sector.

My own preference is for private sector jobs because I think they
last longer and tend to be more productive as opposed to anybody
elected to office or employed by the Government without having to be
elected. But the point being they stand an economic test rather than
a public-interest test and, therefore, tend to be better for the economy
all in all.

It is my hope that if we develop a jobs program it will not be in
the traditional sense of jobs programs. That is something to put peo-
ple on the payroll without necessarily putting them to work or giving
them a skill that they can use for the benefit of society in the future.

And it is also my hope that those jobs programs will not wind up
providing the jobs 3 years after the recession is over, or 4 years after
the recession is over, at the peak of the next boom, and adding to our
economic problems, but will translate immediately.

I happen to feel that infrastructure jobs--perhaps this is true be-
cause Ohio has a deteriorating infrastructure as compared to some
other Midwestern or Eastern States to a rather extreme degree--but
infrastructure jobs-highways, bridges-25 percent of the bridges in
the State of Ohio are in a state of near collapse or considered to be
unserviceable for their original purpose-sewer and water lines-
many older cities in our State need the construction of sewer and
water lines badly-and that kind of public investment helps rebuild
the economic base.

Whether you are talking about providing good neighborhoods for
residential communities, or an industrial neighborhood for a steel
industry, or an industrial neighborhood for a computer industry, you
still have to have a highway bridge across the stream or the arroyo.
You still have to have good roads. You still have to have the sewer
system, the water system to service those locations.

Those investments, it seems to me at this time, make some sense, pro-
vided we can have them done quickly and provided that you can trans-
late those 12 million people who are unemployed into some of those
employment opportunities.

If you can't do that or if you do it at the same time the computer
industry is competing for their services in the recovery, you haven't
really met the test, and I hope that you will consider it from the eco-
nomic standpoint rather than just political standpoint.

Representative REUSS. Senator Sarbanes.
Senator SARBANES. Mr. Chairman, I want to make one final observa-

tion. I hear a search for a kind of fine, silver lining in this dark cloud,
which misses the point entirely.



The point is we have 10.8-percent unemployment, which is the worst
by far in 42 years. Every subcategory of that unemployment is the
worst by far in 42 years. The effort here to search out and find a one-
tenth increase in the manufacturing hours and then say that is a lead-
mg indicator ignores the fact that it wasn't a leading indicator in the
early part of 1982.

Isn't it correct, Ms. Norwood, that manufacturing hours went up
markedly between January and February 1982?

Ms. NORWOOD. Yes.
Senator SARANES. And Secretary Regan pounced on that point at

the time, I recall, to show that we were coming out of the recession.
The unemployment rate at the time had gone from 8.5 to 8.8 percent,

and it has kept right on going throughout all of 1982, and now it is at
10.8 percent.

We can sit here and work through all of these tables back and forth
and say; "This is. a leading indicator." The fact of the matter is that
the recession is deepening, 0.4 of a point increase in unemployment in
one month, 0.3 of a point increase the previous month.

In 16 months, we have gone from 7.2-percent unemployment to 10.8-
percent unemployment, a 50-percent increase in unemployment. And
people still talk about "when we come out of the recession," or "as we
come out of the recession."

The basic question that has to be asked, in my judgment, is: Are we
going to come out of the recession at all?

Representative REuss. Are there any further remarks?
If not, I would summarize the hearing by saying that this is ter-

rible news which is now before us. It indicates what I have been say-
ing for many months, that the lameduck Congress must address itself
to the problem of how to get out of the recession. That has to be
observed.

We have tabled before the Congress and the Nation a program of
doing just that, a program which really has two parts: (1) an attack
on the crumbling infrastructure and housing of this country, putting
people to work repairmg and rebuilding those; and, (2) a program of
.bringg down mterest rates by getting rid of the wasteful effects of
the third year Kemp-Roth tax cut that would benefit largely people
making over $50,000 a year and using that $7 billion saving to produce
healthier deficits and thus permit and, indeed, require the Federal
Reserve to reduce interest rates and get our economy moving again.

I said at the time when I tabled that program some weeks ago, right
after the election, that I was confident that the Congress had an ample
supply of responsible Republicans, who would join with similarly
minded Democrats to set a program forth in the lameduck and not
leave the Nation waiting for the new Congress to get organized.

The new Congess is going to swear in and get on the payroll on
January 3 and then adjourn for 1 month, following the usual pattern;
be ready to do business sometime next spring.

Well, if we do nothing now, there may not be an economy to which
the new Congress can address itself.

I was very heartened just a moment ago to hear that fine statement
that there are sensible and responsible Republicans who would join usin this effort, that that was not an idle boast.



Congressman Wylie announced a moment ago that he was joining inthe housing portion of the infrastructure program, cosponsoring it,
and I commend and congratulate him for it. With that kind of spiritwe can do something, and the Rip Van Winkles in the White Housewill never know what hit them.

So with that hope and the feeling that the lameduck session of Con-gress need not be in vain, we now stand in adjournment until nextMonday at 2 o'clock, when we will hear from the newly constitutedand recently appointed Chairman of the Council of Economic Ad-visers, Martin Feldstein who has been exercising his function bril-liantly before the Press dlub, in press conferences, and the media andwho Monday will give an opportunity to the Joint Economic domm-mittee to examine him on his economic views.
Ms. NORWOOD. ir. Chairman, may I take this opportunity to expressmy appreciation both to Congressman Brown and to you, Mr. Chair-man, for the opportunity to appear before you, and for the fairnesswith which you have treated us, all of us in the Bureau of LaborStatistics. And may I say thank you for the intellectual challengewhich you always presented every month.
I look forward to further meetings with the rest of the Joint Eco-nomic Committee.
Representative REUSS. Thank you, Commissioner. You know thegreat regard the comnittee holds for you.
The committee stands adjourned.
[Whereupon, at 11:40 a.m., the committee adjourned, subject to thecall of the hair.]
[The following information was subsequently supplied for therecord:]
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REAGANOMICS AND REAGANETHICS:
ECONOMIC, SOCIAL, AND GOVERNMENTAL IMPACTS

An Interim Assessment

Michael S. March*

Drastic changes in economic and social policies have been effected by

President Ronald Reagan since January 20, 1981, under the label of "Reaganomics."

The philosophy of this avowed "revolution" is to reverse the national policies

which have grown up since the Great Depression of the 1930s.

The Reagan Administration's purposes are to (1) rely on private enterprise

to carry on economic functions with less government fiscal and regulatory

involvement; (2) reduce sharply the proportion of the GNP devoted to federal

budget by cutting taxes and expenditures while increasing defense sharply and

cutting other programs; (3) curtail federal social programs by turning these

activities back to the states and by reducing direct federal outlays for so-

called "entitlements" which by the Reagan definition include both needs test

programs and earned pensions; and (4) reduce the government's role in aiding

the disadvantaged of the country while enacting a "New Right" social agenda

relating to abortion, prayer in the schools, and tax credits for private

schools.

This paper examines performance to date on the administration's promises

and analyzes the economic, social, and governmental implications of these poli-

cies and actions.

Reagan Budget and Tax Actions

"Supply side economics" has been the rationale on which President Reagan's

economic, budget, and tax policies have been based. This unconventional theory

assumes that if tax rates are reduced in the higher income brackets, incentives

to work and save will be enhanced--and, in turn, the savings will be translated

into business investment, jobs will be created, and GNP growth may make up

revenues lost due to the tax cut.

*Professor of Public Affairs in the University of Colcrado at Denver and former

Fiscal Analyst with the U. S. Bureau of the Budget and Office of Management and

Budget from 1944-1973. This paper was prepared for delivery at the Region VIII

American Society of Public Administration Conference in Denver, Colorado, on
October 21, 1982. The opinions expressed are the sole responsibility of the

author.



The President has had remarkable success over the past 21 months'in garner-

ing public support for Reaganomics and in securing enactment by the Congress of

several major pieces of legislation to implement his policies. These were laid

out less than a month following inauguration in President Reagan's Program for

Economic Recovery. This plan projected for the fiscal years 1981-1986 tax

reductions of $718 billion, defense outlay increases (over the 1980 level) of

$715 billion, and domestic outlay cuts of $423 billion. A deficit of $54.5

billion was projected for 1981, but a balanced budget was forecast for 1984

and thereafter.
1'

From the President's standpoint, the major Reaganomic achievement has been

the"Economic Recovery Tax Act of 1981," which became law on August 13, 1981.?

It reduced taxes by an estimated $750 billion for the six years, 1981-1986.2/

This bill enacted some of the largest and most egregious tax ripoffs of this

century.

The second key success was the "Omnibus Budget Reconciliation Act of 1981,"

which used the Congressional budget process as set up in 1974 in an unintended

way to pass one bill which made numerous changes in substantive law to curtail

programs and implemented about $-32 billion of the $41 billion of the

President's recommended reductions in the federal budget for fiscal year

1982.41

The President's success with the budget for fiscal year 1983 has so far

been less complete than in his honeymoon year, but nevertheless has been con-

siderable. He proposed budget savings for 1983 of $43 billion, but this still

left a string of projected budget deficits ranging from $93.5 billion in 1983

to $66 billion in 1986--largely due to less rosy administration economic assump-

tions than assumed a year earlier. The Congressional Republicans, shocked by

the large deficits submitted by the President and the Democrats upset over the

large proposed cuts in social programs,in bipartisan actions refused to go

along with the President's 1983 budget.- -

By stages, it also became clear that the Reagan deficit projections were

grossly understated. In February, 1982, the Congressional Budget Office

estimated that the federal deficit could reach $140-160 billion in each of the

three fiscal years 1903-1085 even with Congressional actions to increase taxes



and cut some expenditures.- Despite a rapidly worsening economy, which

accounted for growing budget deficit forecasts, given the recklessly large tax

cuts enacted in 1981, President Reagan stuck staunchly to the supply-side theory

and refused to agree to any roll-back of the sharp 1981 rate cuts in personal

income taxes for the high income brackets.

However, as part of a Senate-led compromise ending in expenditure 
reduc-

tions of about $20 billion for fiscal 1983 (still not fully unenacted before

the election recess), the President changed his mind and fought for a tax

increase bill which raised some consumption levies and restricted various 
"tax

expenditure" loopholes, such as the egregious 1981 "safe harbors leasing"

provision forcorporations. Suddenly, also, the administration and the Senate

discovered tax equity. The "Tax Equity and Fiscal Responsibility Act of 1982"

became law on September 3, 1982. It increased revenues by an estimated $18

billion for fiscal 1983 and an additional $132 billion during the next three

years--thereby replacing 20 percent of the revenue loss 
caused by the 1981 tax

cut bill for the period 1981-1986.1/ Ironically, the political pressure on the

President to reduce deficits was so great-that this tax bill was enacted in the

midst of a serious recession. Supply-sider Rep. Jack Kemp strongly opposed

the tax increases.

Reaganomic Problems

In pursuance of his supply side economic theories, President 
Reagan, on

February 18, 1981, proposed to the Congress "a national recovery plan to reverse

the debilitating combination of sustained inflation and economic distress which

tcontinues to face the American economy."L "The plan consists of four parts:

(1) a substantial reduction in the growth of federal expenditures; 
(2) a signifi-

cant reduction in federal tax rates; (3) prudent relief of federal 
regulatory

burdens; and (4) a monetary policy on the part of the independent 
Federal Reserve

System which is consistent with these policies. These four complementary

policies form an integrated and comprehensive program."
11'

Theoretical Deficiencies and Operational Contradictions

Unfortunately for the American people, Reaganomics has serious theoretical

deficiencies and has had severely debilitating contradictions 
in its execution

by the administration.!!/ First, the supply side theory, which is the keystone



of Reaganomics has no credible evidence to justify 
wagering the future of the

nation's economy on it--support of the kind that 
has been developed for

Kaynesian economics which emphasizes effective 
demand. Moreover, OMB Director

Stockman, who has been the administration's "chief 
operations engineer" for

Reaganomics, was revealed in the December 1981 issue 
of the Atlantic Monthly to

have said that the Kemp-Roth-Reagan tax reduction 
"was always a Trojan horse to

bring down the tax rate . . . . It's kind of hard to sell 'trickle down,' so

the supply side formula was the only way to get a tax policy 
that was really

'trickle down.'"- The public question is, was Stockman's perception of the

administration's intent correct?

Second, the fiscal stimulation from ongoing large federal 
deficits and the

huge Reagan tax reductions enacted in 1981 was cancelled 
out by the restrictive

monetarist policies imposed on the economy to fight 
inflation. Keynesian-type,

unbelievably loose, fiscal policy was throttled 
by harsh monetary restrictionism

and record high interest rates. Efforts by the Federal Reserve Banks to apply

Milton Friedman's doctrines on controlling money 
supply to achieve steady growth

rates caused interest rates to zoom to more than 20 percent for the prime rate

in 1981. The high rates choked off plant and housing 
investment and demand for

durable goods such as autos. Farm and business failures zoomed to records

reminiscent of the Great Depression. Even if the theory were right, there has

been widespread recognition that the Fed lacked the ability to control the money

supply precisely because of rapid changes 
in financial practices. Economist

Lester Thurow of MIT on "Meet the Press" declared that economic stagnation pre-

vailed and that Reagan's experiment had failed.!!' 
In effect, the government

had one foot on the fiscal accelerator and 
another on the money supply brake,

so the economy veered into the ditch of a sustained, serious 
recession in which

unemployment reached 10.1 percent in September, 1982. With the economy close to

the brink and the November election in the offing, the 
Fed reclined into a

position of monetary ease in early October by dropping its effortsto stay

within its weekly targets for MI. This set off a stock market and bond rally

which pushed the Dow-Jones index through the 1,000 barrier. President Reagan,

who had seen no meaning in the bear phases 
of the market, suddenly began to cite

the bull m.rket in his campaigning as a leading indicator of recovery. In

his "non-partisan" pre-clection TV address to the nation on October 13, 1982,



he stated that the country was "recovery bound" and that lasting recovery could

be achieved "by staying the course." But the future of the economy remained

clouded by fundamental defects in the Reagan program and the absence of self-

regenerative economic forces on which the Reagan plan depended.

Two added factors undercut the asserted "reindustrialization" effectiveness

of the Reagan program: (a) Three-fourths of the tax cuts enacted in 1981 were

for individuals, and the link between individual savings and investment in capital

plant is problematical. Much revenue is probably being wasted in non-productive

tax giveaways to the rich. (b) The proposed doubling of national defense

outlays between 1980 and 1986 under the $1.5 trillion five-year Reagan program

competes with high technology resources needed for reindustrialization. It also

shifts spending to distinctly less job-intensive purposes as compared with the

domestic service programs which are being sharply reduced to make way for

military expansion.

Unfulfilled Promises

The political posture of the Reagan administration is that the economy was

in a "mess" because of the inflationary policies followed by the Democratic

Carter administration (13 percent inflation in 1979 and 12 percent in 1980).

Actually, the Carter policies were not greatly different from those of the

Republican Ford and Nixon (12 percent inflation in 1974) administrations.

Nevertheless, President Reagan has continued to blame Carter for the country's

economic problems.

The economic performance of the Reagan administration against its own

February 1981 economic promises can be characterized as a "mess." The Reagan

administration in its policy statements has:X6

1. Denied the existence of the inflation/unemployment tradeoff, and led

the people to believe the Reagan plan would simultaneously cure inflation and

produce sustained growth of the economy by "reducing the growth of government."

Instead, Reagan policies have produced a monumental recession in which less

than 70 percent of manufacturing plant is used and unemployment exceeds 10

percent--and is still growing. From 1980 to the first 9 months of 1982, the

rate of consumer price inflation has dropped by about 60 percent (40 percent

faster than projected in the Reagan plan, but probably temporarily); the

unemployment rate has risen by 36 percent from September 1980 to September 1982,
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and the number of unemployed increased 
by 3.5 million to 11.3 million. There

has also been a sharp increase in part-time 
or reduced-time employment. The

unemployment rate is running about 
30 percent higher than projected in 

the

Reagan plan for 1982. The disasterous level of unemployment, 
the highest rate

since 1940, is provoking sharp and widespread political criticism 
of the

President's policies.
17/

2. Promised to create 13 million new jobs from 1981 to 1986, 3 million

through its own proposed policies. This compared with an increase of 10

million jobs during Carter's 4 years. The Reagan administration has virtually

completely defaulted on this vital promise 
in its first 21 months. In the

first 8 months of 1982 seasonally adjusted civilian 
employment under Reagan

averaged only 375,000 above the 1980 Carter level. 
Reagan cuts in domestic

programs have wiped out at least 1 million jobs, and there is no evidence

18/
that the huge 1981 tax cut has produced any new jobs.-

3. Projected real GNP growth in calendar 1981 of 1.1 percent rising

sharply to 4.2 percent in 1982 and 5.0 percent 
in 1983, based on its supply

side policies. These optimistic figures pumped up projected 
revenue yields to

justify the Reaganomic tax cut, the largest in history. 
Actual GNP growth in

1981 was 1.9 percent, but for 1982 the 
CBO's September revision shows a minus

1.3 percent and only a rebound of 3.6 
percent in 1983 over the depressed 

1982

level. The promised "new era" of supply side 
policy is not "steady expansion"

but an utterly stagnant and declining 
economy for which the prospects of

recovery are clouded by grim forecasts 
of 11 percent or more unemployment.

4. Placed large emphasis upon entering 
office on improved "expectations"

to turn the economy around. Instead, the reverse occurred. The financial

markets and corporations in their actions 
showed that they were dubious that

Reaganomic promises would be matched 
by economic performance. Continuing high

interest rates because of doubts as 
to whether inflation was really being

conquered throttled the economy. 
This led to higher federal deficits and even

poorer expectations.
19'

S. Promised to balance the federal 
budget in 1984 and instead has created

a situation where a deficit of S150-200 
billion is being projected by CB0 

and

OMB. Having created irresponsibly huge deficits 
through his policies, the

President has endorsed a constitutional 
amendment to require a balanced budget.



Having sharply cut taxes for the rich, he has publicly "found tempting" a flat-

rate tax scheme which would further cut taxes for the rich.

6. Promised to cure the 15-year slowdown and halt in business productivity.

There have been hardly any signs of progress on this front, while unit labor

costs rose 12 percent in the first 11 years of Reagan's administration.

Neglected Economic Priorities

In a most fundamental respect, the Reagan economic program has failed to

address the key long-range issues which must be tackled if sound, sustained

economic growth is to be achieved by the American economy. In effect, in its

single-minded emphasis on cutting government and turning the country over to

private enterprize, it used a simplistic, hands-off, ideological solution for

extremely complex problems which require strong, systematically planned and

continuing cooperation between the national government, business, labor, and

other sectors of the economy in an organized, long-term nation rebuilding effort.

Such an effort requires rational analysis and well-focussed programs with

a proper blend of public and private cooperation, pragmatism, foresight and

concern for the future--not just shortsighted ideological and political postur-

ing. Both effective demand and supply need to be considered.

The economic (and human) costs of Reaganomic policies in terms of wasted

labor and industrial productive capacity are so large that an enormous national

reconstruction effort can be financed by proper government action to put these

resources to productive work. In the past, "make-work" projects have been

used to create employmentyet avoid "government competition with business," but

this has been unproductive. Productive uses must be found. Even taking

Secretary of Treasury Donald Regan's figure that 6.5 percent unemployment is

economically acceptable, the annual rate of federal budget loss from continued

10 percent unemployment would be well over $100.billion a year.0/ A prudent

program can largely be economically self-supporting if productive uses are

made of unemployed resources.

Among the fundamental national priorities neglected by the Reagan administra-

tion are the following:

1. Structural Economic Problems. The auto, steel, and housing industries

are in dire condition. Manufacturing generally is in a process of secular

decline. Many observers believe the country is shifting to high technology--
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communications, computerization, automation. The nation's economy can be

seriously weakened if government does not help cope with these monumental

changes--if it fails to develop specific policies and programs which facilitate

structural change and attendant regional readjustments.

2. Human Resources. The key ingredient in a high technology society is

highly educated and trained workers--scientists, mathematicians, engineers, and

technical and supporting specialists of all kinds, plus a high quality general

and managerial labor force. The United States is behind in science and math.

Some 20 percent of our young people leave the educational system functionally

illiterate, and 24 percent of the youth are unemployed. The Reagan administration

has been cutting aid to education at all levels--grade schools to universities.

Research and development on the civilian side are neglected. Failure in

education and research results in shortchanging the nation's future where it

hurts the most, because it wastes human potential irrevocably. Investment in

humans is as important, or more important, nowadays than investment in

facilities.

3. Energy Independence. Economic growth is closely correlated with

adequate, low-cost supplies of energy. The U. S. is excessively dependent on

distant foreign sources of oil, which have in the recent past jarred our economy

with severe supply and price shocks. Lulled by its private sector ideology and

a temporary oil glut. the Reagan administration is basically neglecting the

vital national task of achieving energy selfsufficiency. It is even,

attempting to close down the Department of Energy. This is an optimum time to

develop alternative energy sources so the U. S. will be strong in the future.

4. Public Infrastructure Needs. Common-use public facilities are the

sinews of the private economy and our urban aggregations. The public infra-

structure is in serious disrepair and unsafe in many instances. Recent studies

have estimated that the U. S. will have to invest $2.5 trillion or more to

repair, update, and improve the country's public facilities--roads, streets,

bridges, mass transit, sewers, water-pollution control systems, hospitals and

detention facilities, etc.- Opportunities of this magnitude and importance

for productive employment of unused labor and plant would be ideal in the current

deep recession. But the Reagan administration is cutting grant-in-aid spending

instrad of facing up to the tbin needs of rebuilding public facilities and

creating employ: .nt and business opportunities.
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5. Reform of the Financial System. President Reagan has ascribed the

ills of the U. S. economy to the increase of the federal debt--while 
proposing

and approving the largest tax cut and running the biggest deficits 
in the

history of the country. But the public debt is only a small part of the debt

problem. In 1981, the federal debt of about $1.1 trillion 
was only 22 percent

of the total debt of $5.1 billion outstanding in the U. S. From 1960 to 1981

private debt had increased 7.5 times to $3.6 
trillion, according to Federal

Reserve data. The U. S. Government has been reluctant to regulate the 
uses of

bank credit--and many billions of dollars in loans have been made during 
the

last two years for nonproductive corporate "takeovers" 
of other companies while.

the Reagan administration blinked at the growth of anticompetitive economic

concentration. Wild expansion of private credit has contributed to inflation

in the U. S. and abroad.L'

Of more concern, the jerry-built financial system faces 
serious risks of

precipitating a huge financial crisis at home 
and worldwide. The "thrift

institutions" have been running multi-billion-dollar 
losses. The major banks

are exposed to tens of billions in-foreign..loans of dubious 
worth. Huge'amounts

of Euro-dollars are floating.around the world along with 
hundreds of billions

of foreign petrodollars, many of them covertly in the U. S.

Federal government bailouts for banking troubles would certainly be

demanded in the event of huge defaults--indeed are 
being provided to the thrifts.

This is "social credit" and it is high time that the private management and

uses of credit in the U. S. should be critically re-examined 
and credit uses

be brought into line with productive, noninflationary national 
purposes.

6. Economic Dislacement itiation--The ongoing transformation in manu-

facturing to automate it and the shift from conventional industries 
to high

technology and information processing will involve 
large labor displacement and

geographic economic dislocations. Millions of existing jobs would be eliminated

if rapid capital-intensive automation became a reality 
in the U. S. to compete

with Japan and Western Europe.

Social measures to mitigate these negative effects 
and to provide income

maintenance and to re-educate, retrain, and relocate displaced 
or unemployed

workers are essential to make these technological changes publicly acceptable

and humane, and to keep from wasting human resources. The growing outcry from
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the 11 million unemployed and the particular despair of unemployed youths,

especially black youths among whom extremely high rates of unemployment 
prevail,

testify to the need for a national policy to provide positive measures to keep

human wastage at a minimum. Unfortunately, the Reagan administration has

been moving in the opposite direction. An about-face in the administration's

policies on this front is necessary to avoid needless human misery 
and waste of

productive capacity.-

T an Defense Buildup

President Reagan's February 1981 "Recovery Program" projected increases in

national defense outlays from S136 billion in 1980 to $362 billion by 1986. The

5-year cost of this program was 51.5 trillion. The 5-year increases of $715

billion for defense over the 1980 level were to be offset by program cuts of

$423 billion, almost entirely in domestic programs. He also proposed 5-year tax

cuts of $718 billion at that time--made palatable by his extremely rosy GNP

forecasts, which have been grossly underrealized due to the failure of

Reaganomics.

This is the first president in recent American history who has proposed a

rearmament program of huge proportions while simultaneously cutting taxes,

especially taxes for the rich. From an economic standpoint this Reagan action

dwarfs the mistake of President Lyndon B. Johnson, who merely delayed increas-

ing taxes to finance the Viet Nam War and set off inflation. Recent newspaper

reports state that OMB planning figures show a potential federal budget deficit

of $200 billion for fiscal year 1984.L' This is despite tens of billions of

budget cuts in social programs in the 1982 and 1983 budgets.

Press reports highlight a big forthcoming budget issue of cuts 
in defense

vs. cuts in Social Security and related federal pension programs. Having

already given the biggest income and corporate tax cuts in history 
to the rich.

it now appears that the Reagan administration will ask the low incone elderly

retirees and widows and children on federal pensions to pay for the growing

defense budget and the tax cuts for the well-to-do.

Three other dimension of the Reagan defense buildup have serious public

policy implications: First, as noted earlier, the rearmament boom will drain

off scirntists and engineers who could better be employed in reindustrializing



and automating American manufacturing and in building our high technology capa-

bility. An inordinate part of the U. S. R and D budget goes into defense

projects. Second, defense outlays are intrinsically wasteful 
and contribute to

inflation by bidding up wages, salaries, and prices of materials 
and equipment,

depleting energy and mineral resources, and creating 
hundreds of thousands of

well-paid pensionErs at early ages. Third, the "New Cold War" with the Soviets

which the Reagan administration has generated, coupled with 
the huge nuclear

buildup now underway in both camps--accompanied by "launch on warning"

suggestions--threatens the world's civilization. This threat could be removed

and $20 billion a year or more, in defense outlays saved 
by a nuclear freeze.

The Reagan administration has dragged its feet on nuclear 
disarmament and has

frightened a large segment of the American public.

Inflation Prospects

In the February 1981 "Economic Recovery" plan, inflation was 
projected to drop,

as measured by the CPI,from the rate of 12 percent prevailing when the President

was inaugurated to 8.2 percent in calendar 1983 and 4.2 percent in 1986--while

maintaining a steady "robust" growth in real GNP of from 4-5 percent from 1982

to 1986. In the 1982 campaign, the adminittration has taken much credit for the

decline in the CPI index in the first 9 months of 1982 to an annualized rate

of 5 percent, while telling the country to be patient 
about unemployment.

However, the Reagan administration does not have a real 
program to restore

inflation to the 11 percent rate of the early 1960s: (1) The lower rate of

inflation in 1982 reflects in large measure the costly 
impact of recession and

low employment plus some supply factors. Moreover, the record this year has been

spotty, ranging from a slight reduction in March 
to a 12 percent annual rate in

June. Ample supplies of agricultural products and 
relatively stable oil prices

have helped stabilize prices in 1982--but future "supply shocks" 
can hit again.

(2) The large Reagan budget deficits are basically 
inflationary--and the recent

rush of the Federal Reserve Board to loosen its monetary constraints and reduce

interest rates is likely to renew inflationary fires down the road, just as

happened after prior monetary binges. (3) Thereis a widespread expectation in

busincss and financial circles that interest rates and prices will rise more

rapidly when recovery from recession occurs. 
The September 1982 CO projection

assumes that prices %:ill rise at over 6 percent during 1982 through 1984.

At this rate the pricfe level will double in 12 years.
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(4) More fundamentally, the Reagan administration 
is not dealing with the basic

causes of inflation. Rising wage costs are still imparting a substantial cost/

push; there is no effective effort to develop a "social contract" to gear wage

increases to productivity. There is no assurance that the Reagan program will

yield increases in productivity except 
for the typical short-tem increase on

the recovery period of a business cycle. No effective program exists to stop

cost and price escalation for hospital and medical care, nor for rising fuel

costs, especially for natural gas. (5) The high interest rates of the last

4 years have built an enormous volume of excessive interest costs into many

relatively long-range contracts. Forbes magazine in 1982 estimated that gross

interest costs of $900 billion were coursing through the economy./ Among

other effects, this enlarges the rentier class. To sum up, the Reagan

administration's assurances about stopping inflation 
were based on a naive theory

and were not backed by a realistic, effective counterinflation 
program.

The Social Impacts of Reaganomics

Under the rubric of creating incentives for entrepreneurship and productiv-

ity, President Reagan has carried out the 
most striking and largest reverse

income redistribution program in U. S. hist ry--a 
program to benefit the rich

and near rich and to take from the lower income classes. Having benefitted the

rich magnificently through the 1981 tax reductions, the President is pressing

in 1982 for further curtailments in "people programs" under the smokescreen of

his "New Federalism" and the joint Coniission on Social Security headed by

Wall Streeter Alan Greenspan.

,The Reagan Tax and Budget Cuts in 1981

The Congressional Budget Office has shown that the $750 billion 1981 Reagan

tax cut by 1984 will give 42 million households with incomes of less 
than $20,000

only 14 percent of the tax cut; the 46 million households with incomes 
of over

$20,000 received 86 percent of the tax reduction. Indeed, 11 percent of the

richest taxpayers (incomes of 580,000 and over), 
included in the latter group,

were given over 18 percent of the tax cut.-
7

In contrast,for the $17.9 billion of cash 
and in-kind benefit cuts in the

fiscal year 1982 budget reconriliation 
bill enacted at the same time, the C80

analysis showed that by 1984 69 percent were to hit the under $20,000 group and

only 31 percent the over $20,000 taxpayers.
2 7 I The 1981 Reagan tax and budget

18-365 0 - 83 - 11
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cuts were utterly unfair. The tax cuts gave huge sums disproportionately to the

upper income groups; the benefit cuts on the budget side preponderately hit the

lower income group. The lower income people were required to suffer budget

cuts to help finance the tax reductions for the higher income groups and the

defense increases.

The 1982 Budget Cuts and Tax Increases

CBO analyses of the benefit reductions proposed in the 1983 Reagan budget

in programs such as Medicare and food stamps showed much the same pattern as

the actions in the prior year. In fiscal 1983, 77 percent of the reductions

were to fall on the under $20,000 a year groups and only 23 percent on the over

$20,000 classes.A

The 1982 tax reform bill modified some of the more egregious provisions

enacted in the 1981 Reagan tax cut bill, but data are not accessible on its

overall distributional impact. However, it did not change the rate cuts in per-

sonal income taxes in 1981. Even though some consumption taxes were added in

1982 to hit lower income people, it is likely that the 1982 bill did moderate

some of the inequitable impacts of the 1981 laws. However, as noted earlier,

the increases in the 1982 bill offset onlyabout 20 percent of the cuts

effected in 1981, so the negative 1981 impacts clearly remain the dominant

tax effects of the Reagan administration's tax laws.

New Federalism

Without question the pre-Reagan structure of federal grants-in-aid to state

and local governments was overly fragmented and cumbersome, as the Advisory

Commission on Intergovernmental Relations has documented at length. These prob-

lems, however, can be remedied without destroying the federal aid system which

served the country well since 1935. During the 1980 campaign, candidate Reagan

did not make the mistake of frightening the voters by repeating his 1976 plan

to take the federal government out of the fiscal aid business to state and local

governments. Instead, he emphasized elimination of "waste, fraud, and abuse,"

which seemed plausible enough. Once in office, however, the President reverted

to his real position of undoing Great Society human resource, welfare aid, and

community development programs by decimating the federal grant-in-aid system.

President Reagan's "New Federalism" would largely destroy cooperative

fiscal federalism by returning to the pre-1935 philosophy of "states rights."
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The plan carefully cultivates the 
egos of governors, who would gain 

power,

while neglecting the cities and counties, 
and, of course, the poor and near-

poor people who need public services 
and assistance to keep going. 

Two "New

Federalism" plans have been issued during 1982. The first involved $47 billion

in turnbacks of programs and revenue 
sources to the states and certain trades

of responsibilities, e.g., full federal assumption of Medicaid and full state

responsibility for AFDC.L' The Reagan administration for fiscal 
1982 severely

cut many of the programs before turning 
them over to the states as block grants--

and has proposed additional cuts for fiscal 1983. CETA has been terminated and

partially replaced by a weak, business-oriented 
training program.

The Reagan "New Federalism" plan disregards the wide disparities in fiscal

capacity among states and among governmental 
jurisdictions within individual

states. It is unfair and inequitable to poor American 
citizens because they

would be treated unequally in different 
states and even by different local juris-

dictions in the same state--as existing 
extreme variations in AFDC benefits

under state standards demonstrate. The evidence already shows that states 
and

coemiunities have reacted very enevenly 
to replacing the fiscal 1982 federal cuts

in grants-in-aid.,-Y Eight former HEW secretaries of both 
Republican and

Democratic persuasion have issued a 
policy report which proposes minimum 

federal

standards for AFOC and opposps the Reagan 
plan to turn this program entirely

back to the states.-

The Geographic Imacts of Reagan Progams

Solid data on the impacts of the Reagan 
budget cuts in domestic programs

are not available. However, available studies suggest that (1) states and

regions are impacted unevenly, 
with the high-employment Midwest 

and Northwest

regions bearing the heaviest cuts; 
(2) large, high-poverty cities in 

the Midwest

and Northwest again bear the sharpest per 
capita cuts in federal aid; (3)

national defense outlays, which are increasing sharply, fall very unevenly--in

1982, states in the South and West 
gain $826 per capita while those 

in the

Northeast and Midwest receive $381.L' In addition, states which followi federal

tax definitions may be adversely affected 
by the Reagan corporate tax changes

in treatment of depreciation and investment tax credits.

Socio-Economic Groupgmact

The true hottom-line purpose of Peaganomics appears to be not economic,

but social: to roll back the social programs created in the 45 years prior to
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the Reagan Presidency. In his rather successful counterrevolution against

social programs, the President has succeeded in providing the defense contrac-

tors and the rich with enonnous amounts of "welfare" and by 1983 in taking

away perhaps $50 billion a year in budget expenditures which largely serve the

poor and near poor. And more damage may be on the way to the poor and the

middle class through pension cuts which could run into billions of dollars.

Children, women, minorities, the ill, the disabled, and the aged have been

the big losers among the poor and the working poor. The poor and near poor have

suffered cuts in cash aid, manpower programs, food stamps, school lunches, medi-

cal and hospital care, education, housing, and social services. The "working

poor" have really been hurt. Numerous negative social effects of the budget

cuts have been noted or prognosticated in critical reports on them: more mal-

nutrition, more child abuse, poorer dental care and fewer immunizations for

children, more alcholism and crime, and probable increases in infant deaths.33/

The administration's insensitivity to the needs of children in deprived families

is deplorable because poor care can blight their lives forever and undercut the

human resources capabilities of the country in future years. For many of the

elderly, it's "heat or eat" with the cuts'in energy aid and other programs.

Reagan policies have also hurt some who are not so poor: Families cannot

afford houses and home ownership is declining. The-administration proposed

deep cuts in loans and grants for college students, including the needy, which

the Congress has refused to accept.

A Gallup-Newsweek poll shows a public perception of lopsided treatment by

President Reagan: 81 percent of the people feel that the Reagan program helped

the upper-income and 80 percent the big corporations; but only 23 percent felt

his policies helped the blacks and 14 percent the poor.
34/

Census Bureau statistics show an accelerating increase in the number of

poor as measured by the government's own "poverty line." In 1981 the number of

people in families living in poverty increased by 2.2 million to 31.5 million,

the highest number since 1965. The increase since 1973 has been 8.5 million.

In 1981 14 percent of the U. S. population was poor, the highest ratio since

1967. Contrary to Reagan administration claims that the standard of living is

improving, Census reports show that median U. S. family incomes in constant

dollars wore less in 1981 than in 1970.-35/
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In the area of minority rights, the President has been charged with

insensitivity and with being responsible for a decline in enforcement.L' The

President came late to the support of the 1982 extension of the Voting Rights

Act developed by the Congress.

The Voluntarism Alternative

President Reagan has proposed that private voluntary charity should Step

in to replace the federal funds cuts for social programs. His Task Force on

Private Sector Initiatives has proposed that citizens should give 5 percent of

their income to charity and corporations 2 percent of pre-tax net incomes.

The President is attempting to turn the social clock back to the days of

President Herbert Hoover, when there were no significant federally-funded public

aid programs--and states, localities,and voluntary organizations could not or

would not take care of the millions of unemployed and needy. Federal emergency

aid programs had to be created by President Franklin Roosevelt to keep people

from starving.-

An Urban Institute study has found that nonprofit and volunteer organiza-

tions will lose 533 billion in federal funds themselves in the next 3 years and

will not be able to fill the gap created by federal social program cutbacks.

By 1985 there will be a $115 billion social program gap in areas in which these

organizations operate, which is beyond the reach of private contributions to

fill8A/

Federal Pension Rights

Social Security and several federal retirement systems for workers not

covered by it. represent the major honorable, non-means-test bulwark against

poverty for aged and disabled retirees and their dependents. These programs

also represent the biggest set of outlays in the federal budget--a very tempting

target for cuts, which OMB Director David Stockman has once more fingered for

fiscal 1984. The Reagan administration has already made major efforts to cut

Social Security in 1981 and 1982, but retreated each time under public and

Congressional pressure.

Social Security pensions are earned rights long presented to workers as

social insuar'ncc. Employees Contribute to.ard their benefits. Retirement rights

typically vest after 10 years of coverage. The system is financed through trust

funds, which were not included in the regular budget until fiscal year 1969.

The bulL of Social Security poyments goes to the lo.ecr income groups.



The key public policy issue is whether the Reagan administration will

honor in full the earned and vested pension rights of workers already on the

pension rolls or about to retire, as has been customary public 
policy for

decades. No former President ever proposed major reductions in earned pensions

for Social Security annuitants prior to President Reagan. The 1980

Republican platform described Social Security as a "fundamental 
contract."

Will this contract be honored by the President elected on that platform?

Environment and Natural Resources

Protection of the environment--with its critical implications for the

public health--and the management of the public domain 
in the public interest

are two critical tests of the Reagan administration's performance. 
On both

these fronts the administration has shown itself more inclined to 
promote the

private interests than to discharge its public trust 
to the American public.

Under Administrator Anne Gorsuch the Environmental Protection Agency has

sought to weaken the federal Clean Air Act and has fought 
approval of a global

environmental report by the Organization for Economic Cooperation and Develop-

ment simply because the draft proposed governmental action to solve such problems

as acid rain.-.

Secretary of Interior James Watt has proposed the most massive divesti-

tures of U. S. public lands and minerals to private industry ever proposed by

an administration since President Theodore Roosevelt turned 
the nation's

attention to conservation and protection of the public lands 
for public use.

This is in keeping with candidate Reagan's endorsement 
in 1980 of the Sagebrush

Rebellion. Watt wants to lease one billion acres of offshore land 
for oil and

gas exploration and sell off a trillion dollars of public lands--at fire 
sale

prices--under the guise that this will pay off the public debt. 40/ Environ-

mental groups have vigorously condemned the administration's 
abuse of the

environment and its reckless proposals for disposal of the people's lands.L-

The mact on Federal Administration

High morale and appreciation for dedicated service are essential for sus-

taining an effective public service corps. The last two Presidents ran ainst

the federal "bureaucracy" and have been derogatory of the importance of
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governmental functions. Such scapegoating is misplaced, because federal civilian

employees, including those in the Defense Department and the Postal Service,

constitute less than 3 percent of the U. S. labor force.

The Reagan administration has shown a genius for reducing the morale of

the U. S. civil service to shoe-lace level. Many Reagan political executives

view government as nonessential and regard cutbacks in their budgets, programs,

and regulations as their main mission. Key decisions for agencies are made by

the 0MB and task forces from the private sector "search out waste or inef-

ficiency." A new 7-year initiative to centralize management control in OMB and

the White House has been launched.!- In such a climate innovation is difficult.

The public service has turned into a barren and unappreciated occupation. A

talent hemorrhage has occurred as senior civil servants have retired in droves

as soon as they become eligible.

At the very top of the federal government the defense of the administra-

tion's program is flawed by several characteristics which erode public trust 
and

respect for the government:

First, the making of promises by the President to important groups of

citizens and then violating them. For instance, the President on several

occasions has specifically assured the elderly that he would protect their

Social Security rights. On July 27, 1981, he assured the elderly on Social

Security that "You will continue to receive your checks in the full amount due

you." In December 1981 he told the White House Conference on Aging that "We

will not betray those entitled to Social Security benefits . . . ." Yet, in the

sping of 1982, the President endorsed a Senate budget plan to cut Social

Security spending by $40 billion over 3 years and his OMB Director has targeted

the program for cuts in the 1984 budget. The President has also broken his word

to Civil Service retirees that he would support cost-of-living increases in their

pensions.

Second, frequent factual errors in White House statements in defense of

the Rragan program have been the subject of widespread press commentary.

Presidential inaccuracy is a cause for concern.

Third, an unwillingness on the part of the administration to he straight-

forw'ard and accept accountability for the social and economic costs of its



policies and for their failure. After more than 20 months in office, certainly

the Administration should accept responsibility for the effects 
of its actions,

and stop laying the blame on prior Presidents.

It is not surprising in the light of the attitudes and performance of the

two recent Chief Executives that the Public Employees 
Roundtable, a coalition

of professional organizations, has begun a campaign to restore 
the public image

of government employees.-

Needed: New Policies

Statesmanship is needed to solve the grim problems of unemployment and

growing economic stagnation amidst inflation 
in the United States--and in

industrial trading partners and near-bankrupt third-world debtor 
nations

around the world important to our country's future. The United States has to

take responsibility for helping create many of these 
problems around the world

as well as at home by its policies. The task now is to address the critical

structural problems in our economy and to stimulate production 
and productivity

on a sound basis at home and abroad, to provide necessary credit for truly pro-

ductive and employment creating purposes and yet to bring 
inflation and interest

rates down by avoiding reckless public and private credit 
expansion. There

also should be better coordination of fiscal and monetary/credit 
policies and

programs.

To solve the nation's problems, President Reagan 
needs a new set of policies

which reflect a sensible pragmatism acceptable to middle-of-the-road, 
bi-

partisan opinion in this country. He needs to accept a broader range of advice

and to develop a new economic game plan, a more humanitarian 
social policy, an

enlightened view of the public service, and a distinctly 
less truculent military

and international posture.

The President should recognize that well-planned public sector outputs and

public sector jobs contribute to national welfare 
just as much as private

sector production and jobs. The cutting of domestic programs regardless of

their public worth should stop and the role of the government 
in contributing to

economic progress should be reinstated.

The wasteful and inflationary defense program 
should be cut sharply, nuclear

disarmament actively pursued, and the resources 
thereby released should be
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applied to rebuilding the public infrastructure and developing our human

resources to higher levels of competence.

The President should serve as the trustee of the national 
interest for all

the people. Toward this end it is suggested that President Reagan in collabora-

tion with the Congress set up machinery 
for a thorough bi-partisan review of

national policies and programs affecting the domestic 
and international actions

of the United States with a view to arriving 
at bi-partisan policies in the

Interest of the country. This no-holds-barred review process should 
include

genuine representation of both Democrats 
and Republicans from both the public

and private walks of life. It should include businessmen, academics, 
and public

officials from the state and local government as well as from the national

government. There should be consultation and cooperation 
with U. S. trading

partners abroad, old and new. This national agenda-building effort should

culminate in a long-range, objective, realistic 
reorientation of the government's

major policies to serve the long-range interests of all the people, not just

the narrow partisan or special interests which have formulated the defunct 
and

ideological policies which the President has been following. The growing prob-

lems facing the country and the world require 
that the leaders of the nation,

whatever their party or interest, join to 
close ranks to serve the nation's

collective welfare.
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