
BEHIND THE UNEMPLOYMENT RATE

D espite the accelerating pace o f the econ om y 
during the past year, unemployment continues to be a 
significant problem. There were 4.1 million unem
ployed persons in 1970, up 1.2 million from the 
previous year. Unemployment fluctuated around 
5 million during 1971 and declined slightly in 1972. 
The annual average unemployment rate increased 
from 3.5 percent in 1969 to 4.9 percent in 1970; the 
rate hovered close to 6 percent in 1971 and then 
dropped in 1972 to 5.6 percent of the civilian labor 
force. Because unemployment statistics are im por
tant in providing a general indication of the state of 
the nation’s economy, many questions have been 
raised during the current period of high unemploy
ment about how the Federal Government measures 
unemployment. Unemployment figures provide a rich 
source of information, but they should be used care
fully to avoid misinterpretation. This article will re
view the concept o f unemployment and the proce
dures for collecting unemployment statistics so that 
proper evaluation can be given to employment con 
ditions.

MEASUREMENT AND CONCEPTS

Statistics on employment and unemployment are 
derived from a monthly sample survey known as the 
Current Population Survey (C P S ) . The name re
flects the use of this survey as a source for a wide 
variety of demographic and economic characteristics 
of the population. The C PS, which dates back to 
1940, is conducted by the Bureau of the Census for 
the Bureau of Labor Statistics of the Department of 
Labor. It is a scientifically selected stratified sample 
that covers 461 sample areas consisting of 923 coun
ties and independent cities. Some area in every state 
and the District of Columbia is covered. This strati
fication allows the survey to include urban and rural 
areas of both high and low economic levels, industrial 
and farming areas, and m ajor geographic divisions 
of the country in the same proportion as they exist 
in the entire nation. Each month 55,000 households 
are selected for the sam ple; 47,000 of these house
holds, containing around 105,000 persons age 16 and 
over, are eligible for interview. Although the sample 
size might appear to be small, considering the im

portance attached to employment and unemployment 
statistics, the C PS, it should be noted, is the largest 
monthly household survey in the world and meets 
strict tests of statistical reliability.

Interviews of the sample households are conducted 
during the calendar week containing the nineteenth 
day of each month, and the data collected relate to 
the status of individuals in the week including the 
twelfth day of the month. Some observers believe 
that the survey should cover a broader time span 
because use of a single survey week could cause 
erratic results if there were unusual occurrences, such 
as labor strikes and bad weather, during that par
ticular calendar week. Personal visits by the inter
viewers are required in the first, second, and fifth 
months that a household is in the sample. In the 
other months, the interview may be conducted by 
telephone if the respondent has no objection to this 
procedure. Four to six percent of the occupied units 
eligible for interview are not interviewed in a given 
month because individuals were not at home or were 
unavailable for other reasons. Under the present 
rotation system sample households are interviewed 
for four consecutive months, then leave the sample 
for eight months, and finally return for the same 
period of four months the following year. A pprox i
mately 6,000 new households are added each month. 
This system provides a year-to-year overlap in the 
sample and improves the continuity of the statistics 
over time.

The C PS classifies the civilian noninstitutional 
population age 16 and over into three broad cate
gories on the basis of their status during the survey 
week. Persons under 16 years of age and the institu
tional population, which consists o f inmates o f penal 
and mental institutions, tuberculosis sanitariums, and 
homes for aged, infirm, and needy, are excluded from 
the survey. Persons in the civilian noninstitutional 
population are classified either as employed, unem
ployed, or not in the labor force. A s defined by the 
Department of Labor, the civilian labor force com 
prises the total of all civilians classified as employed 
or unem ployed; the total labor force also includes 
members of the Arm ed Forces stationed in the 
United States or abroad.
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Employed Persons E m ployed  persons are those 
who engaged in any work for pay or profit during 
the survey week, as well as persons who worked with
out pay for at least 15 hours in a family-operated 
enterprise. A lso included as employed persons are 
all individuals temporarily away from their regular 
jobs for various reasons such as vacation, illness, or 
labor-management disputes. The CPS is, moreover, 
used to collect from  employed persons such infor
mation a s : (1 )  hours worked during the survey 
week; (2 )  whether they usually work 35 hours or 
more at their jo b ; (3 )  a description of their current 
jo b ; (4 )  the reason the interviewee is not working 
during the survey week if he was temporarily away 
from work, and whether he was paid for this time 
o ff ; and (5 )  if the interviewee is working part time, 
the reason for doing so.

Unemployed Persons T o  be counted as unem 
ployed, persons must not have a job at the present 
time and must be currently available for work. 
Persons not working must also have engaged in some 
type of iobseeking activity within the past four weeks 
to be classified as unemployed. Specific jobseeking 
activities consist of registering at employment offices, 
meeting prospective employers, checking with friends, 
placing or answering advertisements, writing letters 
of application, or being on a union or professional 
register. Some persons may be out of work but not 
actively looking for work because they have been laid 
off or are waiting to start a newly acquired job. The 
definition of unemployed persons now includes those 
workers waiting to start a new job  within 30 days 
and those waiting to be called back to a job  from 
which they have been laid off. Supplemental infor
mation on persons classified as unemployed includes: 
(1 )  what the individual did during the last four 
weeks to obtain work and the length of time spent 
looking for w ork ; (2 )  whether the individual is 
seeking full- or part-time w o rk ; (3 )  when the person 
last worked at a full-time job  lasting two consecu
tive weeks or m ore; and (4 )  a description of the 
person’s last full-time civilian job.

Not in the Labor Force T he classification  “ not 
in the labor force”  includes all civilians who are 
neither employed nor unemployed. A lso classified 
as not in the labor force are those persons engaged 
in housework in their own home, those in school, 
those too old to work, retired persons, and the vol
untarily idle. Seasonal workers who were not re
ported as unemployed during the survey week and 
persons who did less than 15 hours of unpaid family 
work are in this category too. Some persons are

kept out of the labor force because they suffer a 
physical or mental disability that makes them unable 
to participate in normal labor force activities. Those 
persons outside the labor force are asked such addi
tional questions as : (1 )  what their principal activity 
was during the survey w eek; (2 )  when they last 
worked and the reasons for leaving that jo b ; (3 )  
whether they want to work at the present time and, 
if so, the reason they are not seeking work currently; 
and (4 )  their intentions to seek work in the next 
12 months.

Other Survey Concepts E ach person is classified 
according to the activities reported during the survey 
week. The total numbers are “ weighted up”  or ad
justed to equal the population age 16 and over. The 
weights for all households interviewed are adjusted 
to account for the households not interviewed that 
month. Then the weighting takes into considera
tion the age, sex, color, and urban-rural distribution 
of the population so that these characteristics are re
flected in the proper proportions in the final 
estimates.

Many individuals may have engaged in more than 
one activity during the survey week. Therefore, a 
system of priorities is used so that persons are classi
fied in only one group. For example, if a person has 
a job  and at the same time is looking for another 
position, he is counted as employed. A t the end of 
the interview, persons interviewed may not know how 
they will be classified. The interviewer never uses 
the word “ unemployed”  during the interview, and 
the person interviewed is never asked if he has ap
plied for or is receiving unemployment compensation 
payments. Although there is no direct connection 
between the official unemployment figures and the 
number of persons receiving unemployment compen
sation, the Department o f Labor does prepare unem
ployment insurance data. The definition of unem
ployment used in the household survey is not com 
parable to the eligibility requirements for unemploy
ment compensation. For example, persons with a 
job but not at work and persons working part time 
might qualify for unemployment compensation but 
are classified as employed rather than unemployed in 
the CPS.

The employment and unemployment concepts of 
the Current Population Survey have remained sub
stantially unchanged since its inception, although 
there have been some improvements in the sample 
selection and the processing and estimation of the 
data. In 1967, for example, there were some con
ceptual revisions, which changed the wording of cer
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tain questions on the survey. A  shift was made from 
an unspecified jobseeking period to a four-week peri
od. The requirement that a person must cite a spe
cific jobseeking activity to be counted as unemployed 
was also introduced. The interviewee is also now 
asked if he is immediately available for work rather 
than if he will be available at some future period. 
This availability test would exclude from the unem
ployed category such people as school-age persons 
who may be seeking summer jobs but are not avail
able at the time. In 1967, the age limit for official 
statistics on employment, unemployment, and other 
labor force concepts was also raised from  14 to 16 
years of age. Historical data were revised to provide 
consistency with current information.

Discouraged Workers T he inclusion o f the above 
concepts in the definition of unemployment excludes 
from the unemployment count those persons known 
as “ discouraged workers.”  Such workers are people 
who would have been looking for work had they not 
believed they were unemployable. Even though these 
so-called discouraged workers are not counted as 
unemployed, this group has been identified in the 
Current Population Survey since 1967. Generally, 
the number of discouraged workers increases during 
periods of high unemployment and decreases at other 
times. This pattern was followed in the 1970-71 
period of rising unemployment. The total number of 
discouraged workers increased 21 percent from 1970 
to 1971 and remained essentially unchanged in 1972.

If discouraged workers were classified as unemployed 
for the years 1970-72, the overall unemployment rate 
would be about one percentage point higher.

THE ANATOMY OF UNEMPLOYMENT

The unemployment rate is defined as the percent
age of total unemployed in the civilian labor force. 
A s shown on Chart 1, unemployment rates clearly 
reflect business cycles. Since the unemployment rate 
represents an overall average of unemployed, it con
ceals significant differences among identifiable groups. 
For example, it measures not only the number of 
persons who have lost jobs but also those who have 
quit their jobs to seek other jobs, new workers look
ing for their first job, and experienced workers re
entering the labor force. In addition to abstracting 
the reasons for unemployment (and thus the hard
ship associated with it ), the overall average also fails 
to reveal important differences among the various 
sectors of the population. Charts 2 and 3, for ex 
ample, reveal a wide divergence in the unemployment 
rates among different groups. They show higher 
unemployment rates for teenagers than for adult men 
and women and higher rates for Negroes and other 
races than for whites. In addition, the unemploy
ment rate for women is usually higher than for men.

Changes in the overall unemployment rate are also 
associated with important differences in the number 
of people who are unemployed, the duration of their 
unemployment, and the reasons for their unemploy-
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ment. The following sections describe these facets 
of unemployment. Generally, however, periods of 
rising unemployment rates or percentages are char
acterized by a greater number of unemployed persons, 
a longer duration of unemployment, and a greater 
proportion of job  losers among the unemployed.

Number of Unemployed W h en  the u nem ploy 
ment rate rises, the rise is usually coupled with an 
increase in the average number o f unemployed per
sons and the average duration of the unemployment 
period.

W hen the jobless rate rose from  3.5 percent in
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1969 to 4.9 percent in 1970, the average number of 
unemployed persons increased from 2.8 million to 
4.1 million. On the other hand, a drop in the unem
ployment rate does not necessarily mean a decrease 
in total unemployment. Between 1961 and 1972 the 
average number of unemployed increased, but the 
unemployment rate dropped from 6.7 percent to 5.6 
percent during that time because of growth in the 
labor force. (See Chart 4 .)

A  close parallel exists between the unemployment 
rate and the duration of the unemployment period. 
Chart 5 illustrates this general pattern. W hen the 
unemployment rate rose from 3.5 to 5.6 percent be
tween 1969 and 1972, for example, the average length 
of unemployment stretched from 7.9 to 12.0 weeks.

Unemployment by Length and Reason The
Bureau of Labor Statistics defines the duration oi 
unemployment as the length of time (through the 
current survey week) during which persons classi
fied as unemployed had been continuously looking for 
work. A  period of two weeks or more during which 
a person was employed or ceased looking for work is 
considered to break the continuity of the present 
period of seeking work. The duration of unemploy
ment is one measure of hardship that indicates the 
relative degree of seriousness of the unemployment 
problem. The Bureau of Labor Statistics groups the 
data on the length of unemployment into three cate
g ories : (1 )  less than 5 weeks; (2 )  5-14 weeks; and 
(3 )  15 weeks and over.

By analyzing the statistics, one can see how the 
duration of unemployment changes during high and 
low levels of unemployment. Table I gives a distri
bution of unemployed workers by length of and rea
son for unemployment. During periods of rising 
unemployment, such as in 1970 and 1971, the size 
of the group experiencing over 15 weeks of unem
ployment increased as a proportion of the total unem
ployed. Accordingly, the proportion experiencing less 
than 5 weeks of unemployment constituted a smaller 
share of the total unemployed. In 1971 the group 
with less than 5 weeks of unemployment dropped 
approximately 8 percentage points, whereas the cate
gory with unemployment of 15 weeks or more in
creased about 8 percentage points. The proportion of 
the unemployed in the 5-14 weeks category changed 
onlv slightly in the years 1968-1972. In low unem
ployment periods the group with less than 5 weeks 
of unemployment made up a much greater share of 
the unemployed than did the group with 15 weeks 
or more of unemployment.

Unemployed persons are divided into four m ajor 
groups based on reason for unemployment: (1 )  “ job

losers” are persons on layoff and persons whose em
ployment ended involuntarily who immediately began 
looking for w ork ; (2 )  “ job  leavers”  are persons who 
quit or otherwise terminated their employment volun
tarily and immediately began looking for w ork ; (3 )  
“ reentrants” are persons who previously worked at a 
full-time job lasting two weeks or longer but who 
were out of the labor force prior to beginning to look 
for w ork : and (4 )  “ new entrants” are persons who 
never worked at a full-time job  lasting two weeks or 
longer.

From the data presented in Table I, it can be seen 
that when unemployment rises, the number o f job 
losers as a proportion of the total unemployed in
creases dramatically, and the period of unemployment 
lengthens. Job losers generally are unemployed

Table I

UNEMPLOYMENT BY LENGTH AND REASON

1968-1972

Total Less than 15 weeks
Unemployed 5 weeks 5-14 weeks and over

(thousands) (Percent Distribution of
Annual Averages)

Total Unemployed

1968 2,817 56.6 28.8 14.6
1969 2,831 57.5 29.2 13.2
1970 4,088 52.3 31.5 16.1
1971 4,993 44.7 31.6 23.7
1972 4,840 45.9 30.1 23.9

Lost Last Job

1968 1,070 49.4 31.4 19.2
1969 1,017 50.6 31.8 17.6
1970 1,809 44.6 34.7 20.7
1971 2,313 36.3 32.7 31.0
1972 2,089 36.9 30.8 32.3

Left Last Job

1968 431 59.6 26.0 14.4
1969 436 60.6 27.8 11.7

1970 549 57.3 28.5 14.3
1971 587 46.3 32.5 21.2
1972 635 50.6 29.9 19.5

Reentered Labo r Force

1968 909 61.9 27.4 10.7
1969 965 62.3 26.4 11.3

1970 1,227 59.4 28.6 12.0
1971 1,466 54.2 29.5 16.3
1972 1,444 53.9 28.9 17.1

Never Worked Before

1968 407 60.7 27.8 11.6
1969 413 60.3 30.8 8.9

1970 503 57.1 30.4 12.5
1971 627 52.2 31.6 16.3
1972 672 52.5 30.8 16.7

Note: Percent;> may not total 100 due to rounding.

Source: U. S. Department of Labor.
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longer than job  leavers, new entrants, and reentrants. 
W hen total unemployment increased by approxi
mately two million from 1969 to 1972, the number of 
job  losers accounted for about one-half of the in
crease. The percentage of job losers who were unem
ployed 15 weeks and over increased from 17.6 per
cent to 32.3 percent during the same period.

Table II

UNEMPLOYED PERSONS BY SEX AND AGE AND 
REASON FOR UNEMPLOYMENT

1967 1968 1969 1970 1971 1972 

(Percent Distribution of Annual Averages)
Total

Lost last job 40.9 38.0 35.9 44.3 46.3 43.1

Left last job 14.6 15.3 15.4 13.4 11.8 13.1

Reentrant 31.4 32.3 34.1 30.0 29.4 29.8

New entrant 13.1 14.4 14.6 12.3 12.6 13.9

,ales, 20 years and over

Lost last job 63.9 60.4 57.8 65.1 66.3 62.6

Left last job 15.5 16.8 17.0 12.8 11.4 12.7

Reentrant 18.3 20.7 22.4 19.4 19.6 21.6

New entrant 2.3 2.2 2.8 2.7 2.7 3.1

smales, 20 years and over

Lost last job 36.8 34.7 33.0 40.4 42.2 39.4

Left last job 16.4 17.0 16.8 15.9 14.2 16.2

Reentrant 41.8 42.9 44.8 39.4 39.3 39.4

New entrant 5.0 5.6 5.5 4.3 4.3 4.9

oth sexes, 16 to 19 years

Lost last job 17.5 15.5 14.8 18.1 18.5 18.9

Left last job 11.0 11.6 11.9 11.4 9.2 9.9

Reentrant 34.6 33.5 34.5 34.3 32.5 30.2

New entrant 36.9 39.4 38.8 36.2 39.8 41.0

Note: Percents may not total 100 due to rounding. 

Source: U. S. Department of Labor.

Unemployment by Sex, Age, and Reason T able
II shows the distribution of unemployed persons by 
age, sex, and reason for unemployment. This table 
indicates that persons who lost their last job  con
stituted the largest proportion of the average number 
unemployed. Reentrants into the labor force made 
up the next largest proportion. Those who left their 
last job voluntarily and new entrants each made up 
less than 16 percent of the average number unem
ployed.

The composition of unemployment by reason varies 
among different age and sex groups. The main 
reason for unemployment in the adult male category 
was a loss of job  followed by a reentrance into the 
labor force. In the adult female group, the two prin
cipal reasons for unemployment were a loss of job  
and reentrance into the labor force. The loss of 
jobs among the adult women group, however, was 
not as important as it was for adult men. Reentrants 
and new entrants accounted for the greatest propor
tion of unemployment in the 16-19 year group. For 
all the age and sex groups in Table II, the proportion 
of job losers among the unemployed increased during 
periods of rising unemployment (1969-1971).

CONCLUSION

The unemployment rate and related statistics are a 
basic consideration in policymaking, but they must 
be given more than a mere superficial analysis to 
avoid misconceptions about their meaning. Although 
unemployment statistics have certain shortcomings, 
they continue to provide one of the best measures of 
the economic condition of the nation.

Sharon M . Haley

16 MONTHLY REVIEW, OCTOBER 1973Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

October 1973


