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The Current Population Survey (CPS) divides adults 
into three categories: employed, unemployed, or not in 
the labor force (NILF), according to their activities dur
ing and before the week containing the 12th of the 
month (called the reference week). If the individual 
worked during the reference week, he or she is counted 
as employed. If not employed, an individual is labeled 
unemployed if he or she: (1) was available for work and 
searched for work during the four weeks ending with 
the reference week; or (2) was awaiting recall from a 
temporary layoff. Otherwise the individual is NILF.

Although the survey definitions are unambiguous, 
the distinctions are not so clear-cut in economic terms. 
First, underutilization of labor may be more pervasive 
than the unemployment rate suggests. Some people 
searched for work in the last year, but have recently quit 
searching. These “marginally attached” workers include 
“discouraged workers,” people who quit searching 
because they believed further search would be futile. 
They are considered NILF. But are they really 
less unemployed than workers who have not 
yet given up? Other people may be underem
ployed for various reasons. On the other hand, 
the official definition might be considered too 
broad for some purposes, since certain kinds of 
unemployment impose more hardship than 
others—job losses versus quits, for example.

To illustrate how important these issues are, 
the Bureau of Labor Statistics publishes five 
alternative unemployment rates that draw the 
lines between employed, unemployed, and 
NILF in different places. The chart shows 
these alternatives. Because of redesign of the

CPS, U4 through U6 are only available starting in 1994.
U1 and U2 usê  subsets of those unemployed under 

the official definition. U1 counts only people unem
ployed for 15 weeks or more. U2 instead counts only 
those who lost jobs or completed temporary jobs. U4 
adds discouraged workers to both the numerator (number 
unemployed) and the denominator (labor force) of the 
official rate, U3. U5 counts all marginally attached 
workers (including discouraged workers) as unem
ployed and in the labor force. U6 is much higher than 
the official rate because, in addition to marginally at
tached workers, it captures some underemployment by 
adding employed workers who are working part time 
for economic reasons (typically because business is 
slow, or they cannot find a full-time job).

A spectrum of alternative rates also is useful for in
ternational comparisons. Different institutions and cul
tures cause underutilization to be expressed in different 
ways in different countries. Japan, for example, tends to 
have very low official unemployment rates, but many 
discouraged workers. Therefore rates like U4 through 
U6 are more comparable to U.S. rates.

—Joseph A. Ritter

Alternative Unemployment Rates

U4 through U6 are seasonally adjusted using the seasonal factors for U3 which shows similar seasonal patterns.
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