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The Economy's P erform ance 

in Early 1 97 5

b y  H a r r y  B r a n d t

T h e  e c o n o m ic  n e w s  o f  e a r ly  1 9 7 5  c o n t in u e s  to  b e  d is a p p o in t in g  in  m a n y  

r e s p e c t s .  B u t  s o m e  h o p e f u l  s ig n s  h a v e  a p p e a r e d ,  a n d  th e  c o r r e c t iv e  f o r c e s  n o w  

u n d e r  w a y  a re  b r in g in g  th e  e c o n o m y  c lo s e r  to  r e c o v e r y .

R e c e n t  D e v e l o p m e n t s

A f t e r  h o ld in g  u p  w e l l  e a r l ie r ,  m o s t  g e n e ra l b u s in e s s  in d ic a t o r s  p o s t e d  

s e v e r e  d e c l in e s  in  la te  1 9 7 4  a n d  e a r ly  1 9 7 5  (s e e  C h a r t  1 ) . In d u s t r ia l  p r o d u c t io n  

h a s  c o n t r a c t e d  s h a r p ly ,  r e g is t e r in g  s o m e  o f  th e  m o s t  s e v e r e  d e c l in e s  o n  r e c o r d .  

N o n f a r m  p a y r o l l  jo b s  fe l l  b y  2 .3  m il l io n  b e t w e e n  O c t o b e r  1 9 7 4  a n d  F e b r u a r y  

1 9 7 5 , a s  m a n u f a c t u r in g  a n d  c o n s t r u c t io n  b o r e  t h e  b r u n t  o f  t h e  e m p lo y m e n t  

d r o p . R e ta il t ra d e  jo b s  h a v e  a ls o  c o m e  d o w n .  T h e  le n g t h  o f  t h e  f a c t o r y  

w o r k w e e k  h a s  b e e n  s h a r p ly  c u r t a i le d ,  a n d  t h e  o v e r a l l  u n e m p lo y m e n t  ra te  

c l im b e d  to  8 .2  p e r c e n t  o f  th e  c iv i l ia n  la b o r  f o r c e  in  J a n u a r y .  It r e m a in e d  

u n c h a n g e d  in  F e b r u a r y ,  o n ly  b e c a u s e  s o m e  w o r k e r s  d r o p p e d  o u t  o f  th e  la b o r  

m a r k e t ,  a n d  th e n  ro s e  to  8 .7  p e r c e n t  in  M a r c h .  T h u s ,  b y  m a n y  m e a s u r e s ,  t h e  

r e c e s s io n  d e e p e n e d  in  e a r ly  1 9 7 5 .

F u r t h e r  e v id e n c e  in d ic a t e s  th a t  th e  r e c e s s io n  h a s  s p r e a d  to  n e a r ly  a ll s e c t o r s .  

D e c l in in g  c o n s id e r a b ly  in  f o u r th  q u a r t e r  1 9 7 4 ,  c a p it a l  s p e n d in g  (in  re a l 

te rm s )  w a s  o n e  o f  t h e  m o s t  r e c e n t  c a s u a lt ie s  ( s e e  C h a r t  2 ) .1 R e d u c t io n s  in  

r e s id e n t ia l  c o n s t r u c t io n  s p e n d in g ,  u n d e r  w a y  m u c h  lo n g e r ,  h a v e  c o n t in u e d .  

E v e n  g o v e r n m e n t  p u r c h a s e s  o f  g o o d s  a n d  s e r v ic e s  w e r e  n o  lo n g e r  p r o v id in g  

a s t im u lu s  in  th e  e c o n o m y .  O v e r a l l  c o n s u m e r  s p e n d in g  h a s  b e e n  w e a k ,  f o l lo w in g  

a f e e b le  r e v iv a l in  th e  f ir s t  h a lf  o f  la st  y e a r .

T h e  f a l l- o f f  in  s p e n d in g  h a s  le d  to  d e c l in e s  in  in d u s t r ia l  a c t iv i t y  (s e e  

C h a r t  3 ). L im it e d  a t f ir s t  to  a  f e w  in d u s t r ie s ,  o u t p u t  r e d u c t io n s  h a v e  s p r e a d  

d r a m a t ic a l ly — e v e n  to  s u c h  e a r l ie r  s t r o n g h o ld s  a s  m a c h in e r y  a n d  

b u s in e s s  e q u ip m e n t .

B y  th e  e n d  o f  1 9 7 4 ,  th e  c u r r e n t  r e c e s s io n  ( m e a s u r e d  b y  d e c l in e s  in  re a l  

G N P )  h a d  a lr e a d y  la s t e d  f o r  f o u r  q u a r t e r s  (s e e  C h a r t  4 ) .  T h is  e x c e e d s  th e  

1 9 5 3 - 5 4  a n d  1 9 5 7 - 5 8  r e c e s s io n s ,  w h e n  re a l G N P  d r o p p e d  f o r  o n ly  t w o  o r  

t h r e e  q u a r t e r s  a n d  to  a  le s s e r  d e g r e e .  U n t i l  n o w ,  t h e s e  h a v e  b e e n  t h e  m o s t  

s e v e r e  s in c e  W o r ld  W a r  II.  T h u s ,  t h e  c u r r e n t  r e c e s s io n  h a s  b e e n  r ig h t ly  

s t a m p e d  a s t h e  lo n g e s t  a n d  d e e p e s t  s in c e  t h e  1 9 3 0 's .

’ Reference to this and all other spending measures used in the article is to figures expressed in real 
terms or constant dollars, i.e ., the figures are net of price increases.

M o n t h l y  R e v ie w ,  Vol. LX, No. 4. Free subscription and additional copies available 
upon request to the Research Department, Federal Reserve Bank of Atlanta, 
Atlanta, Georgia 30303. Material herein may be reprinted or abstracted provided 
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Research Department with a copy of any publication in which such material is 
reprinted.
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E C O N O M I C  I N D I C A T O R S

(1)

Latest plotting: February

Sourefe: Board of Governors, Federal Reserve System 
and Dept, of Labor
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D E C L IN E S  IN  I N D U S T R I A L  A C T I V I T Y  i?47-'00

Latest plotting: February

Source: Board of G overnors, Federal Reserve System

T h e  u n e m p l o y m e n t  f i g u r e  a ls o  c o m p a r e s  
u n f a v o r a b l y ,  e x c e e d i n g  a n y t h i n g  e x p e r i e n c e d  in  
o t h e r  p o s t w a r  re c e s s io n s  (se e C h a r t  5), i n c lu d in g  t h e  
f o r m e r  h ig h  o f  7 1/2 p e r c e n t  in  1 9 5 7 -5 8 . H o w e v e r ,  
f o r  s o m e  g r o u p s ,  t h e  j o b l e s s  ra te  th is  F e b r u a r y  w a s  
l o w e r  th a n  a t t h a t  t im e .  T h i s  w a s  s o  f o r  a d u lt  m e n  
a n d  b lu e  c o l l a r  w o r k e r s .  M o r e o v e r ,  m o r e  lib e r a l  
u n e m p l o y m e n t  b e n e f it s  a n d  f o o d  s t a m p s  a re  
m a k in g  t h e  u n e m p l o y e d ' s  l iv e s  m o r e  t o l e r a b l e  
th a n  in  p r e v i o u s  r e c e s s io n s .

M A J O R  S E C T O R S
(2)

Latest plotting: Fourth quarter 
Source: Dept, of Com m erce GNP

(4)
REC E S S IO N S  —  Depth and ittgth

(NUMBER OF QUARTERS)

Source: Dept, of Com m erce

S e e d s  o f  R e c o v e r y ?

T h e  e v e n t u a l  u p t u r n  in  b u s in e s s  a c t i v i t y  a w a its ,  
t o  s o m e  e x t e n t ,  t h e  e l im i n a t i o n  o f  e x c e s s iv e  
i n v e n t o r ie s  (see  C h a r t  6). I n v e n t o r ie s  ro s e  
s u b s t a n t ia l ly  d u r i n g  t h e  s e c o n d  h a lf  o f  1 9 7 4 , 
e s p e c i a ll y  in  r e la t io n  t o  sa le s. R e c e n t  p r o d u c t i o n  
a n d  e m p l o y m e n t  d e c l in e s  a re  s t r o n g l y  t ie d  t o  
e f f o r t s  b y  b u s in e s s m e n  t o  b r in g  i n v e n t o r ie s  i n t o  l in e .
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Latest plotting: Fourth quarter 
Source: Dept, of Labor
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Latest plotting: February
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IN V E N T O R IE S

(8)
L A B O R  C O S T S

Output

(Motor Vehicles 
ond Equipment!

(5)

U N E M P L O Y M E N T  R A T E

A u t o s  a re  a g o o d  e x a m p l e  o f  an i n d u s t r y  w o r k i n g  
t o  r e d u c e  e x c e s s iv e  s to c k s  (see  C h a r t  7). T h i s  h as 
m e t  w i t h  s o m e  s u c c e s s , as t h e  i n v e n t o r y  o f  u n s o ld  
c a rs d r o p p e d  a ft e r  t h e  f irs t  o f  t h e  y e a r .  H o w e v e r ,  
t h e  n u m b e r  o f  u n s o l d  c a rs  is still la r g e  r e la t iv e  to  
t h e  r e d u c e d  sa le s  v o l u m e  o f  d o m e s t ic  c a rs. W i t h  
p r ic e  r e b a t e  p r o g r a m s  in  e f f e c t ,  a u t o  sa le s  p ic k e d  
u p  in  F e b r u a r y ,  b u t  n o t  e n o u g h  t o  ris e  a b o v e  e v e n  
last y e a r' s  e n e r g y - d e p r e s s e d  v o l u m e .  A n t i c i p a t i n g  
i m p r o v e d  sa le s  w i t h  s p r in g ,  a u t o  m a n u f a c t u r e r s  in  
M a r c h  r e c a lle d  s o m e  w o r k e r s  a n d  s c h e d u l e d  h ig h e r  
p r o d u c t i o n  t h a n  in  J a n u a r y  a n d  F e b r u a r y .

W h e t h e r  th e s e  e x p e c t a t i o n s  p r o v e  c o r r e c t  d e p e n d s  
p a r t l y  o n  c o n s u m e r  d e m a n d  f o r  a u t o s ,  w h i c h  is 
i n f lu e n c e d ,  a m o n g  o t h e r  t h in g s ,  b y  p r ic e s .

C o s t s  a n d  P r ic e s

M a n y  o b s e r v e r s  b e l i e v e  t h a t  1 9 7 4 's r a p id  in f la t io n  
is a n  i m p o r t a n t  f a c t o r  in  t h e  c u r r e n t  r e c e s s io n .  P r ic e  
in c re a s e s  r e d u c e d  p u r c h a s i n g  p o w e r .

R is in g  l a b o r  c o s ts  h a v e  b e e n  a n  i m p o r t a n t  e l e m e n t  
in  197 4 's h ig h e r  p r ic e s .  U n i t  l a b o r  c o s ts  w e r e  
p r o p e l l e d  u p w a r d  b y  b o t h  r a p id  w a g e  in c re a s e s
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C O N S U M E R  P R IC E S
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Source: Dept, of Labor
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Source: Dept, of Labor
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Latest plotting* February Latest plotting: February, except budding cost. Novem ber,
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Source: Dept, of Labor, Nationaf Conference Board, Source; Dept Qf Commerc6| Federa| Hom e Loan Bank Boardj
and Standard and Poor's and |Lh j D

a n d  p r o d u c t i v i t y  r e d u c t io n s  (se e C h a r t  8). T h e  la tte r  
is t y p ic a l  in  re c e s s io n s . D u r i n g  t h e  la s t s ta g e s  o f  
re c e s s io n ,  h o w e v e r ,  p r o d u c t i v i t y  u s u a l ly  ris e s  as 
b u s in e s s m e n  t ig h t e n  t h e ir  b e lts , c u t  o v e r h e a d ,  a n d  
c lo s e  u n p r o f i t a b l e  o p e r a t io n s .  A  p ic k u p  in  
p r o d u c t i v i t y  s e e m s  l ik e ly ,  t h e n ,  t h e r e b y  h o l d i n g  
d o w n  l a b o r  c o s ts  a n d  re s is t in g  i n f la t io n .  T h e r e  is 
e v i d e n c e  th a t  h ig h  u n e m p l o y m e n t  i n h ib it s  w a g e  
in c re a s e s . T h i s  w o u l d  a ls o  s l o w  l a b o r  c o s t  in c re a s e s .

F o r  v a r i o u s  re a s o n s , t h e  in f la t io n  ra te  h a s a lr e a d y  
s l o w e d  s i g n if i c a n t l y ,  e s p e c i a l l y  w h o l e s a l e  p r ic e s  o f  
in d u s t r ia l  p r o d u c t s  (see  C h a r t  9). P ric e s  f o r  c r u d e

m a te r ia ls ,  s u c h  as c o p p e r ,  le a d , a n d  z i n c ,  h a v e  
a c t u a l ly  c o m e  d o w n  f o r  s e v e r a l  m o n t h s .  I n t e r 
m e d ia t e  m a t e r ia ls  p r ic e s  a re  still r is in g  b u t  m u c h  
m o r e  s l o w l y  t h a n  b e f o r e  t h e  s u m m e r .  T h e s e  
d e v e l o p m e n t s ,  in  t u r n ,  h a v e  b e e n  r e f le c t e d  in  a 
m o d e r a t i o n  o f  w h o l e s a l e  p r ic e  in c re a s e s  f o r  
c o n s u m e r  f in is h e d  g o o d s  s u c h  as a p p a r e l ,  
u n d e r s t a t in g  t h e  in f la t io n  r e l ie f  f r o m  l o w e r  
fa r m  p r ic e s .

T h e  c o n s u m e r  is o n l y  b e g i n n i n g  t o  g e t  t h e  
b e n e f it  o f  th e s e  p r ic e  c h a n g e s  a t w h o l e s a l e  (see 
C h a r t  10). S till, c o n s u m e r  p r ic e s  o f  n o n f o o d
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Latest plotting: Top  left, fourth quarter, actual and plans; 
top right, fourth quarter; bottom left, February; 
bottom right, corporate, February, and prime, March 

Source: Dept, of Com merce, Board of Governors, Federal 
Reserve System , and Am erican Appraisal Co.

c o m m o d i t i e s  h a v e  a lr e a d y  m o d e r a t e d  m a t e r ia lly .  
In c re a s e s  in  t h e  a ll - i t e m s  C o n s u m e r  P r ic e  I n d e x ,  
t o o ,  h a v e  b e c o m e  s m a ll e r  in  r e c e n t  m o n t h s ,  
t h o u g h  u t i l i t y  b il ls ,  m e d ic a l  c h a rg e s ,  a n d  o t h e r  
s e r v ic e  c o s ts  h a v e  c o n t i n u e d  t o  c l i m b  r a p i d l y .

C o n s u m e r  S p e n d i n g  a n d  H o u s i n g

A n  u p t u r n  in  t h e  e c o n o m y  p r o b a b l y  a w a it s  a n  
a b o u t - f a c e  in  c o n s u m e r  s p e n d i n g ,  w h i c h  h a s b e e n  
a d v e r s e l y  a ffe c t e d  b y  t h e  s e v e r e  d r o p  in  re a l 
s p e n d a b l e  e a r n in g s  (se e C h a r t  1 1). O w i n g  t o  
in f la t io n  a n d  u n e m p l o y m e n t ,  c o n s u m e r  c o n f i d e n c e  
h a s r e m a i n e d  n e a r  a n  a l l - t i m e  l o w .  T o  s p u r  
c o n s u m e r  d e m a n d ,  ta x  r e d u c t io n s  a re  t h e r e f o r e  
d e s ir a b le .  A l t h o u g h  p a r t  o f  t h e  ta x  re b a te s  a r e  l ik e l y  
t o  b e  s a v e d  i n it ia l ly ,  it w i l l  p r o b a b l y  n o t  b e  t o o  l o n g  
b e f o r e  t h e  ta x  r e d u c t io n s  g e t  i n t o  t h e  s p e n d i n g  
s tre a m .

F a llin g  s t o c k  p r ic e s  a n d  u n c e r t a in t ie s  c o n t r i b u t e d  
t o  la st y e a r' s  r e d u c t io n  in  c o n s u m e r  s p e n d i n g .  A  
p r o l o n g e d  r e c o v e r y  in  s t o c k  p r ic e s , t h e r e f o r e ,  
w o u l d  n o t  o n l y  ra is e  t h e  v a l u e  o f  f in a n c ia l  a sse ts  
b u t  in c r e a s e  t h e  c o n f i d e n c e  o f  c o n s u m e r s ,  w h o  
h o ld  t h e  k e y  t o  a n  e c o n o m i c  u p t u r n .

H o u s i n g  is o n e  s e c t o r  th a t  s e e m s  r ip e  f o r  s o m e  
r e c o v e r y  (se e  C h a r t  12). S ta rts  a re  a t e x t r e m e l y  
l o w  le v e ls  a n d  b e l o w  p o t e n t ia l  d e m a n d .  B u i ld i n g  
c o s ts  h a v e  b e e n  in c r e a s in g  m o r e  s l o w l y  in  r e c e n t  
m o n t h s ,  a n d  m o r t g a g e  c o s ts  h a v e  d e c l in e d  
s o m e w h a t .  B e n e f it in g  f r o m  r a p i d l y  r is in g  i n f lo w s  
o f  f u n d s ,  t h r if t  i n s t it u t io n s  h a v e  b e c o m e  m o r e  
w i l l i n g  m o r t g a g e  le n d e r s .  H o w e v e r ,  t h e r e  is a ls o  a 
la r g e  o v e r h a n g  o f  u n s o l d  h o u s e s  o n  t h e  m a r k e t ,  
a n d  s o m e  s e g m e n t s  o f  t h e  b u i l d i n g  i n d u s t r y  a re  in

F E D E R A L  R E S E R V E  & C O M M E R C I A L  B A N K S
(14)

/V

Latest plotting: M onthly, February; weekly, March 26. 
Source: Board of Governors, Federal Reserve System
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I T 1"
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•r,

Source: Econom ic Report of the President, February 1975

d is a r r a y ,  f a c t o r s  w h i c h  s e e m  t o  l ie  in  t h e  w a y  o f  
a n y  s u d d e n  s u r g e  in  h o u s i n g .

T o  a s ig n if ic a n t  e x t e n t ,  c y c lic a l  e c o n o m i c  
r e c o v e r i e s  r e q u i r e  a t u r n a r o u n d  in  c a p ita l s p e n d 
in g , a s e c t o r  th a t  n o r m a l l y  b r in g s  u p  t h e  re a r  (see  
C h a r t  13). R e c e n t  s u r v e y s  s u g g e s t  t h a t  c u r r e n t  d o l l a r  
s p e n d i n g  o n  p la n t  a n d  e q u i p m e n t  b y  b u s in e s s  
f i r m s  w i l l  ris e  less t h a n  c a p it a l g o o d s  p r ic e s  in  1 9 7 5 . 
D e c l i n e s  in  c o n t r a c t s  f o r  n o n r e s i d e n t i a l  s t r u c t u r e s ,  
n e w  o r d e r s  f o r  c a p ita l  g o o d s ,  a n d  m a n u f a c t u r i n g  
o p e r a t i n g  ra te s  c o n f i r m  w e a k n e s s  in  b u s in e s s  f i x e d
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in v e s t m e n t .  O n  th e  o t h e r  h a n d , l ib e r a l iz a t io n  in  

t h e  in v e s t m e n t  tax  c r e d it  a n d  r e d u c t io n s  in  b a n k  

le n d in g  a n d  o t h e r  in te r e s t  ra te s  c o u ld  h a v e  a  

b e n e f ic ia l  e f fe c t .

R e d u c e d  in te r e s t  ra te s  a n d  m o r e  r e la x e d  f in a n c ia l  

m a r k e t  c o n d i t io n s  r e f le c t  in  p a r t  m o n e t a r y  p o l ic y  

m e a s u r e s  ta k e n  s in c e  la st  s u m m e r  (s e e  C h a r t  1 4 ) .  

A im e d  at h e lp in g  th e  e c o n o m y  g e t b a c k  o n  its fe e t ,  

th e  F e d e ra l  R e s e r v e  h a s  ta k e n  a c c o m m o d a t iv e  o p e n  

m a r k e t  a n d  o t h e r  a c t io n s  a im e d  a t  p r o v id in g  m o r e  

r e s e r v e s  to  th e  b a n k in g  s y s t e m . M o n e y  a n d  n e t  

t im e  d e p o s it s  h a v e  in c r e a s e d ,  t h o u g h  u n t il  r e c e n t ly  

m o r e  s lo w ly  th a n  d e s ir e d .  S h o r t - t e r m  in te r e s t  ra te s  

h a v e  b e e n  r e d u c e d  s h a r p ly  in  o r d e r  to  s t im u la t e  

m o n e y  a n d  c r e d it  g r o w th .

C o m m e r c ia l  b a n k  lo a n s  h a v e  n o t  y e t  e x p a n d e d ,  

la rg e ly  b e c a u s e  o f  w e a k  s h o r t - t e r m  c r e d it  d e m a n d s ,  

in  g e n e r a l ,  a n d  c a u t io u s  b a n k  le n d in g  p o l ic ie s ,  in  

p a r t ic u la r .  B a n k s  h a v e  p u t  a h ig h  p r io r it y  o n  p a y in g  

d o w n  t h e ir  o w n  b o r r o w in g s  a n d  o n  a d d in g  to  lo a n  

r e s e r v e s .  T h e y  h a v e  b e g u n  o n ly  r e c e n t ly  to  r e b u i ld  

l iq u id i t y ,  in v e s t in g  in  U .  S. G o v e r n m e n t  s e c u r i t ie s .

T h e  U . S. T r e a s u r y  w o u ld  w e lc o m e  a d d it io n a l  

c o m m e r c ia l  b a n k  b u y in g  o f  U . S. s e c u r i t i e s ,  s in c e  

it m u s t  b o r r o w  h u g e  s u m s  to  f in a n c e  h e a v y  

f e d e r a l  b u d g e t  d e f ic it s  ( s e e  C h a r t  1 5 ) .

A c c o r d in g  to  e s t im a t e s  b y  th e  C o u n c i l  o f  E c o n o m ic  

A d v is e r s  m a d e  in  F e b r u a r y ,  t h e  d e f ic i t  h a s  b e e n  

p r o je c t e d  a t  $ 3 5  b i l l io n  f o r  f is c a l 1 9 7 5  a n d  $ 5 2  

b i l l io n  fo r  f is c a l 1 9 7 6 . M o r e  r e c e n t ly ,  th e  A d m in i s 

t ra t io n  h a s  a d m it t e d  to  m u c h  d e e p e r  d e f ic it s .  

In f la t io n ,  g r o w in g  S o c ia l  S e c u r i t y  o u t la y s ,  u n e m p lo y 

m e n t  b e n e f it s ,  p u b l ic  s e r v ic e  jo b s ,  a n d  d e f e n s e  

s p e n d in g  h a v e  ra is e d  e x p e n d it u r e s .  O n  th e  r e c e ip t s  

s id e ,  th e  h u g e  d e f ic i t  p r o je c t io n s  r e f le c t  u p c o m in g  

tax  c u t s  a n d ,  p r im a r i ly ,  a s h o r t fa l l  in  tax  c o l le c t io n s

s t e m m in g  f r o m  th e  w e a k  e c o n o m y .

F in a n c in g  s u c h  la rg e  d e f ic i t s  c o u ld  p o s e  p r o b le m s  

d if f ic u lt  to  e v a lu a t e  a t  th is  t im e . W h i l e  h e a v y  

p r o s p e c t iv e  T r e a s u r y  b o r r o w in g  is w id e ly  e x p e c t e d  

to  p u t  f in a n c ia l  m a r k e t s  u n d e r  p r e s s u r e ,  t h e  s e v e r i ty  

o f  t h e s e  s t r a in s  w i l l  d e p e n d  h e a v i ly  o n  w h e t h e r  

c o m p e t in g  p r iv a t e  c r e d it  d e m a n d  d r o p s  f u r t h e r ,  

d e p e n d in g  u p o n  t h e  e c o n o m y .  T h e  s ta te  o f  t h e  

e c o n o m y  a ls o  w i l l  u lt im a t e ly  d e t e r m in e  h o w  

in f la t io n a r y  th e  f is c a l d e f ic i t s  w i l l  b e . D e f ic i t  

f in a n c in g  p o s e s  le s s  in f la t io n a r y  r is k s  in  a  w e a k  

e c o n o m y  th a n  a s t r o n g  o n e .

T h e r e  a re  o t h e r  u n c e r t a in t ie s .  T h e s e  in c lu d e  

w h e n  t h e  c u r r e n t  r e c e s s io n  w i l l  e n d  a n d  h o w  s t r o n g  

th e  e v e n t u a l  u p t u r n  w i l l  b e . A lt h o u g h  t h e r e  is  s o m e  

e v id e n c e  o f  im p r o v e m e n t  h e r e  a n d  t h e r e ,  t w o  a r e a s  

w id e ly  e x p e c t e d  to  r e c o v e r  f ir s t— h o u s in g  a n d  

re ta il s p e n d in g — a re  s t i l l  in  t h e  d o ld r u m s .  O t h e r  

u n c e r t a in t ie s  in c lu d e  n o t  o n ly  t h e  u lt im a t e  im p a c t  

o f  f is c a l a c t io n s  b u t  d e v e lo p m e n t s  in  e n e r g y  

p r o b le m s .  T h e n ,  th e  o u t lo o k  f o r  p r ic e s  is u n c e r t a in .  

A lt h o u g h  t h e  p a c e  o f  in f la t io n  is m o d e r a t in g  a n d  

la rg e  U .  S. h a r v e s t s  a re  p r e d ic t e d ,  u n e x p e c t e d  

w e a t h e r ,  fo r e ig n  d e m a n d  f o r  U .  S . f a rm  p r o d u c t s ,  

a n d  e n e r g y  p r ic e s  h a v e  h a d  s u d d e n  a n d  v io le n t  

r e p e r c u s s io n s  o n  p r ic e s  in  th e  p a s t . T h e s e  

d e v e lo p m e n t s  a re ,  o f  c o u r s e ,  u n p r e d ic t a b le .

A s  e c o n o m ic  r e c o v e r y  e x p e c t e d  b y  m a n y  la te r  in  

t h e  y e a r  d e v e lo p s ,  p r o d u c t io n  a n d  e m p lo y 

m e n t  s h o u ld  g r a d u a l ly  im p r o v e .  H o w e v e r ,  a s  th e  

a c c o m p a n y in g  a r t ic le  in  th is  Review s u g g e s ts ,  

u n e m p lo y m e n t  is a p t  to  a v e ra g e  a t f a ir ly  h ig h  

le v e ls  u n le s s  t h e  u p t u r n  in  th e  e c o n o m y  is , in  fa c t ,  

e x t r a o r d in a r i ly  s h a rp .  O n  th e  o t h e r  h a n d ,  t h e  f e a r  

t h a t  t h e  c u r r e n t  d o w n t u r n  m ig h t  tu rn  in to  a  1 9 3 0 -  

l ik e  d e p r e s s io n  s e e m s  in c r e a s in g ly  u n f o u n d e d .  ■
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U n e m p l o y m e n t  i n  1 9 7 5  a n d  1 9 7 6 :

W h at D o Rules 

of T hum b Predict?

b y  W i l l i a m  D .  T o a l

T o d a y ' s  u n e m p l o y m e n t  ra te  is s h o c k i n g l y  h ig h ,  a n d  it is w i d e l y  e x p e c t e d  t o  ris e  
e v e n  m o r e  in t h e  n e a r  f u t u r e .  U n e m p l o y m e n t ,  as a p e r c e n t  o f  t h e  l a b o r  f o r c e ,  
is n o w  t h e  h ig h e s t  s in c e  t h e  1 930's. In  t h e  m id s t  o f  u n a n s w e r e d  e c o n o m i c  
q u e s t io n s ,  t h o s e  a b o u t  c u r r e n t  a n d  f u t u r e  u n e m p l o y m e n t  d e m a n d  s o m e  a t t e m p t  
at a n s w e r s .  D o e s  a r e l a t i o n s h i p  still e x is t  b e t w e e n  t h e  l e v e l  o f  o r  c h a n g e  in 
e c o n o m i c  a c t i v i t y  a n d  t h e  u n e m p l o y m e n t  ra te?  D o e s  th is  e x p l a i n  t o d a y ' s  h ig h  
ra te?  H o w  m u c h  h a s u n e m p l o y m e n t  in c r e a s e d  a m o n g  t h e  v a r i o u s  s e g m e n t s  
(i.e ., g r o u p e d  b y  a g e , ra c e , sex) o f  t h e  p o p u la t i o n ?  A r e  u n e m p l o y m e n t  c h a n g e s  
in  e a c h  s e g m e n t  c l o s e l y  r e la t e d  to  t h e  le v e l  o f  e c o n o m i c  a c t iv it y ?  W h a t  a re  t h e  
p r o s p e c t s ,  b a s e d  o n  t h e s e  r e la t io n s h ip s ,  f o r  u n e m p l o y m e n t  ra te s  (to ta l a n d  
c o m p o n e n t s )  c o m i n g  d o w n  q u i c k l y  if e c o n o m i c  r e c o v e r y  g e ts  u n d e r  w a y ?

D o e s  O k u n ' s  L a w  S till  E xist?

T h e  le v e l  o f  o r  c h a n g e  in  e c o n o m i c  a c t i v i t y  i n f lu e n c e s  t h e  le v e l  o f  o r  c h a n g e  in 
u n e m p l o y m e n t .  T h i s  m a k e s  s e n s e , s in c e  a n  e c o n o m y ' s  o u t p u t  is d e t e r m i n e d  
t h r o u g h  p r o d u c t i v e  r e la t io n s h ip s  s p e c i f y i n g  h o w  m u c h  o f  its r e s o u r c e s — la n d  
a n d  r a w  m a t e r ia ls ,  la b o r ,  a n d  c a p it a l— a re  n e e d e d  t o  p r o d u c e  s o  m u c h  o u t p u t .  
T h e  r e v e r s e  is a ls o  g e n e r a l l y  t r u e ;  o u t p u t  (i.e ., l e v e l  o f  e c o n o m i c  a c t iv it y )  
d e t e r m i n e s  r o u g h l y  h o w  m u c h  l a b o r  is u s e d  ( g iv e n  a f i x e d  s t o c k  o f  c a p ita l)  a n d  
h o w  m u c h  r e m a in s  id le  o r  u n e m p l o y e d .  T h i s  id e a  w a s  f o r m a l l y  s ta te d  a n d  
q u a n t i f i e d  in  t h e  e a r ly  1 9 6 0 's b y  A r t h u r  O k u n  a n d  h a s b e c o m e  k n o w n  as 
O k u n ' s  L a w . 1 T h i s  s o - c a l le d  " la w "  s ta te s  a r e l a t i o n s h i p ,  in  n u m e r i c a l  t e r m s ,  o f  
t h e  g a p  b e t w e e n  t h e  e c o n o m y ' s  a c tu a l a n d  p o t e n t i a l  o u t p u t  a n d  its 
u n e m p l o y m e n t  e x p r e s s e d  as a p e r c e n t  o f  t h e  c i v i l i a n  l a b o r  f o r c e — t h e  
u n e m p l o y m e n t  ra te . T h e  m o r e  a c tu a l o u t p u t  is b e l o w  p o t e n t ia l  o u t p u t ,  t h e  
h ig h e r  t h e  u n e m p l o y m e n t  ra te . A  m o r e  r e c e n t  v e r s i o n  o f  O k u n ' s  L a w  e x p la in s  
c h a n g e s  in t h e  u n e m p l o y m e n t  ra te  b y  p e r c e n t  c h a n g e s  in  re a l o u t p u t  ( u s u a l ly  
m e a s u r e d  as re a l G r o s s  N a t io n a l  P r o d u c t ) .  D o e s  th is  r e l a t i o n s h i p  still h o l d  
tru e ?  It h a s a p p a r e n t l y  w e a k e n e d  in  t h e  S ix t ie s  s in c e  O k u n ' s  in it ia l  re s u lts , 
w h i c h  c o v e r e d  t h e  1 9 5 0 's.2 S till, g r o w t h  o r  p e r c e n t  c h a n g e s  in  e c o n o m i c  
a c t i v i t y  ( o r  o u t p u t )  a n d  c h a n g e s  in  t h e  to ta l u n e m p l o y m e n t  ra te  s e e m  s t r o n g l y  
re la t e d . It is n o t  s u r p r is in g ,  t h e n ,  th a t  m a n y  e c o n o m e t r i c  m o d e l s  u s e  s u c h  
r e la t io n s h ip s  in  f o r e c a s t in g  u n e m p l o y m e n t  ra te s .3

T o  t h e  e c o n o m is t ,  t h e s e  u n e m p l o y m e n t  r a t e / o u t p u t  g r o w t h  r e l a t i o n s h i p s  a re  
n o t  e l o q u e n t  d e v ic e s .  In  e c o n o m i c  j a r g o n ,  t h e y  a re  k n o w n  as " b la c k  b o x "  
r e la t io n s h ip s .  W h y ?  B e c a u s e  h id i n g  b e h i n d  t h e m  a re  t h e  b a s ic  l a b o r  s u p p l y  
a n d  d e m a n d  r e la t io n s h ip s  w h i c h  a c t u a l l y  d e t e r m i n e  e m p l o y e d  a n d  u n e m p l o y e d

’ Arthur O kun, The Political Economy of Prosperity, Norton, 1970, pp. 135-137.

2M. Arak, "The Relationship Between Unemploym ent Rate Changes and the Growth of Real 
G N P ," unpublished memorandum, Federal Reserve Bank of New York, May 1970.

3The large Data Resources model, for example, uses a growth rate form of Okun's Law to 
forecast unemployment rates.
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E s t i m a t i n g  t h e  U n e m p l o y m e n t / G N P  E q u a t i o n s

A derivation of Okun's Law was used to estimate the 
impact of  economic activity on the total unemployment 
rate as well as 12 specific subunemployment rates of 
age, sex, and racial groups. The following equation was 
used:

AURt =  a +  b l GNP*t +  b2GNP*t_,

AUR— quarterly change in the unemployment rate 
being examined 

GNP*— percentage change at annual rates in real 
Gross National Product 

a— constant term largely reflecting the potential 
growth rate of  the economy (assumed to be a 
constant)

b— the extent to which growth in real GNP influences 
the particular unemployment rate being considered 

t— time reference (by quarters) of each variable 
A one quarter lagged real growth variable (G N P *^)  

was included in the belief that some rise (decline) in 
unemployment occurs only after a slowdown (increase) 
in economic activity. In other words, an adjustment 
process is involved: employers do not immediately lay 
off workers when business slows but initially hoard 
some. This relationship was estimated for 13 different 
unemployment rate categories using quarterly data from 
1960 to 1972 (see Table 1).1 These tests reveal how 
closely changes in total unemployment rates, as well as 
unemployment rates among various labor sectors, are 
related to growth in economic activity. In other words, 
they tell us to what degree changes in the unemployment

^ h e se  same tests were run over a shorter time span, mid-1964 to 
1972, with the same general results being obtained. This indicates 
that, at least for the 1960's, these relationships seemed to be 
temporally stable.

rate are explained by percentage changes in real GNP. 
The estimated " b "  values give us even more informa
tion, showing how unemployment responds to changes 
in economic activity for each labor force group exam
ined. For example, these estimated equations, to the 
extent that they are significant, could determine the rate 
of  economic growth necessary over a year's time to lower 
the unemployment rate (either total or for a specific 
group) by one percentage point (e.g., from 8.2 to 7.2 
percent) in that year. Probably most important, these 
tested relationships provide the information necessary 
to establish which economic growth rate is necessary to 
keep unemployment rates from rising; that is, what real 
GNP growth rate will keep the total unemployment rate 
unchanged (see Table 2). This growth rate is obtained in 
the following manner: Using the algebraic equation 
given above, put AUR equal to zero, assume present and 
lagged growth in GNP* are equal, and solve for GNP* 
The calculation is as follows:

AURt =  a +  b, GNP*t +  ^ G N P ^

AUR, 0
GNP*t =  GNP*t_t

then, 0 =  a +  (b, +  b2)GNP* 

GNP*
b, +  b2

Since a. b t , and b2 are all actual values as estimated and 
shown in Table 1, the growth rate of real GNP necessary 
to hold the unemployment rate constant can be o b 
tained. For example, for the total unemployment rate, 
this growth rate is:

GNP* =  -------  =  4.01%
(-.044) +  (-.039)

la b o r .  O k u n ' s  L a w , in  its s im p le s t  f o r m ,  d o e s  n o t  
r e a lly  c o n s i d e r  l a b o r  s u p p l y  c o n d i t i o n s  a t a ll a n d  
le ts  a ll l a b o r  d e m a n d  b e  r e f le c t e d  in  t h e  p e r c e n t  
c h a n g e s  in  re a l G r o s s  N a t io n a l  P r o d u c t . 4 W h y  
is it u s e d  t h e n ?  F o r  t h e  s i m p l e  re a s o n  th a t  it 
g e n e r a l l y  w o r k s .  O k u n ' s  L a w , in  e i t h e r  its in it ia l  o r  
c u r r e n t  g r o w t h  ra te  f o r m ,  g e n e r a l l y  d o e s  a b e t t e r  
j o b  o f  f o r e c a s t in g  a n d  t r a c k in g  t h e  u n e m p l o y m e n t  
ra te  t h a n  d o e s  a c o m p l e t e l y  s p e c if ie d  s u p p l y  a n d  
d e m a n d  m o d e l  o f  t h e  l a b o r  m a r k e t .

T h e  u n e m p l o y m e n t / G N P  r e l a t i o n s h i p  h a s b e e n  
e x p a n d e d  b y  o t h e r  r e s e a r c h e r s  to  ta k e  in t o  a c c o u n t  
th e  im p a c t  o n  t h e  u n e m p l o y m e n t  ra te  o f  la b o r  
s u p p l y ,  p r o d u c t i v i t y  c h a n g e s , a n d  p r ic e  e x p e c t a t io n s ,  
as w e l l  as a s y m m e t r i e s  b r o u g h t  a b o u t  b y  e x t r e m e  
v a r i a t io n s  in  re a l G N P  g r o w t h  ra te s  a b o v e  a n d

'See Benjamin M. Friedman and M ichael L. Nachter, “ Unem ploy
ment: Okun's Law, Labor Force, and Productivity,”  Review of 
Economics and Statistics, Vol. LVI, No. 2, May 1974, pp. 167-176.

b e l o w  n o r m a l  g r o w t h  ra te s. O n e  o t h e r  e x t e n s i o n  o f  
th is  r e l a t i o n s h i p  is t h e  d e g r e e  t o  w h i c h  c h a n g e s  in 
e c o n o m i c  a c t i v i t y  a ffe c t  t h e  a g e , ra c e , a n d  s e x  
s t r u c t u r e  o f  u n e m p l o y m e n t .  A r e  c h a n g e s  in  th e s e  
s u b u n e m p l o y m e n t  ra te s  t ie d  t o  g r o w t h  ra te s  o f  
a g g r e g a t e  e c o n o m i c  a c t iv it y ?  O n l y  a f e w  s t u d ie s  
h a v e  t a k e n  u p  th is  p o i n t  in  t h e  p a s t .5

T o d a y ' s  u n e m p l o y m e n t  c o n t r a s t s  m a r k e d l y  w i t h  
p a s t r e c e s s io n s . W h i l e  t h e  to ta l u n e m p l o y m e n t  ra te  
is h ig h e r  th a n  in  a n y  p r e v i o u s  p o s t w a r  r e c e s s io n , 
t h e  ra te s  o f  a f e w  k e y  l a b o r  f o r c e  g r o u p s ,  s u c h  as 
a d u lt  m a le s ,  r e m a in  s u b s t a n t ia l ly  b e l o w  p r e v i o u s  
h ig h s . C a n  c h a n g e s  in  a g g r e g a t e  e c o n o m i c  a c t i v i t y  
e x p la in  w h y  s o m e  l a b o r  f o r c e  g r o u p s  h a v e  s u f f e r e d

•'See Lester C. Thurow, "The Changing Structure of Unemploym ent: 
An Econom etric Study," Review of Economics and Statistics, 47 
(May 1969), pp. 137-149, and Ruth Fabricant, "The Sensitivity of 
Unemployment to G N P ," Staff Economic Comment (unpublished), 
Federal Reserve Board, February 1969.
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T A B LE  1

R EG R ESSIO N  EQUATIONS

A URf = a + bi GNP* +  b0 G N P *^

— 2
AUR Constant (a) GNP* t (b)) G N P *t _ 1{bs) R Standard Error

Total .333
(9.198)

-  .044 -  .039 
( -  6.710) ( -  5.972)

.715 0.149

Males, 20 and over .294
(7.757)

-  .040 -  .038 
( -  9.837) ( -  5.502)

.666 0.155

Fem ales, 20 and over .300
(6.066)

-  .036 -  .038 
( -  4.025) ( -  4.161)

.505 0.203

Both Sexes, 16-19 .715
(4.247)

-  .122 -  .054 
( -  4.001) ( -  1.741)

.341 0.691

White Males, 20 and over .279
(7.981)

-  .039 -  .036 
( -  6.157) ( -  5.255)

.669 0.143

White Fem ales, 20 and over .288
(6.129)

-  .030 -  .041 
( -  3.567) ( -  4.761)

.516 0.193

Whites, 16-19 .675
(4.439)

-  .122 -  .048 
( -  4.449) ( -  1.716)

.381 0.625

Nonwhite Males, 20 and over .465
(3.999)

-  .043 -  .093 
( -  2.043) ( -  4.389)

.395 0.478

Nonwhite Fem ales, 20 and over .378
(2.768)

-  .050 -  .039  
( -  2.019) ( -  1.573)

.142 0.562

Nonwhites, 16-19 1.022
(1.638)

-  .191 -  .017 
( -  1.696) ( -  .152)

.031 2.563

Part-time Workers .248
(1.890)

-  .032 -  .020  
( -  1.429) ( -  0.883)

.055 0.426

Full-time Workers .296
(6.036)

-  .039 -  .036 
( -  4.616) ( -  4.164)

.616 0.159

Household Heads .214
(5.857)

(Values in parentheses are T  statistics.)

Note: Equations are estim ated on data from first

-  .026 -  .028 
( -  4.189) ( -  4.357)

quarter 1960 to fourth quarter 1972.

.603 0.119

s h a r p e r  in c re a s e s  in u n e m p l o y m e n t  th a n  o t h e r s  
d u r i n g  t h e  c u r r e n t  re c e s s io n ?

E m p ir ic a l  R e s u lts

It s h o u l d  n o t  b e  e x p e c t e d  th a t  s u c h  a s i m p l e  
r e l a t i o n s h i p  as th a t  te s te d  h e r e  w i l l  e x p l a i n  all 
c h a n g e s  in  u n e m p l o y m e n t  ra te s. S till, t h e  te s te d  
r e la t io n s h ip s  d o  a p r e t t y  g o o d  j o b  o f  e x p l a i n i n g  
c h a n g e s  in  t h e  v a r i o u s  u n e m p l o y m e n t  ra te s  (see 
T a b l e  1 ).1’ O n l y  n o n w h i t e  t e e n -a g e r s '  a n d  p a r t - t i m e  
w o r k e r s '  u n e m p l o y m e n t  ra te s  fa il t o  s h o w  a n y  tie s  
to  c h a n g e s  in  re a l G N P ;  t h e  n o n w h i t e  f e m a le  ra te  is 
o n l y  w e a k l y  r e la t e d  t o  a g g r e g a t e  e c o n o m i c  
c o n d it i o n s .  F o r  t h e  r e m a i n in g  g r o u p s ,  a n y w h e r e  
t r o m  o n e - t h i r d  t o  o v e r  70 p e r c e n t  o f  t h e  f lu c t u a t i o n  
in  u n e m p l o y m e n t  ra te s  is e x p l a i n e d  b y  c h a n g e s  in 
a g g r e g a t e  e c o n o m i c  a c t iv i t y .  T h e  re a s o n s  w h y

'•The results obtained here are sim ilar to those obtained by 
Fabricant over an earlier time span. The adjusted correlation  
coefficients are slightly lower in this study than in Fabricant’s. 
See Fabricant, op. cit., p. 42.

p a r t - t im e ,  n o n w h i t e  t e e n - a g e r ,  a n d  n o n w h i t e  f e m a le  
ra te s  h a v e  v e r y  l it t le  r e l a t i o n s h i p  t o  o v e r a l l  
e c o n o m i c  c o n d i t i o n s  a re  n o t  c e r t a in .  In  g e n e r a l,  
th e s e  a re  th e  m o r e  m a r g in a l  l a b o r  f o r c e  g r o u p s  f o r  
w h o m  o t h e r  in f lu e n c e s ,  s u c h  as d is c r i m in a t i o n ,  
e d u c a t i o n a l  d e c is io n s ,  a n d  f a m i l y  tie s  a ffe c t  d e m a n d  
a n d  s u p p l y  d e c is io n s .  T h i s  m a k e s  o v e r a l l  e c o n o m i c  
c o n d i t i o n s  less i m p o r t a n t  t o  th e s e  g r o u p s .

C u r r e n t  a n d  p a s t c h a n g e s  in  a g g r e g a t e  e c o n o m i c  
a c t i v i t y  e x p l a i n  o v e r  70 p e r c e n t  o f  t h e  f l u c t u a t i o n  
in t h e  to ta l u n e m p l o y m e n t  ra te  b e t w e e n  1 9 6 0  a n d  
1 9 7 2 , o v e r  60 p e r c e n t  o f  u n e m p l o y m e n t  ra te  
c h a n g e s  f o r  a d u lt  m a le s ,  w h i t e  a d u lt  m a le s ,  h e a d s  
o f  h o u s e h o l d s ,  a n d  f u l l - t i m e  w o r k e r s ,  a n d  o v e r  50 
p e r c e n t  o f  ra te  c h a n g e s  f o r  a d u lt  f e m a le s  a n d  th e  
s u b g r o u p i n g  w h i t e  a d u lt  f e m a le s .  A b o u t  4 0  p e r c e n t  
o f  n o n w h i t e  m a le  a n d  w h i t e  t e e n - a g e  u n e m p l o y 
m e n t  ra te  v a r i a t io n s  w e r e  e x p l a i n e d  b y  c u r r e n t  
q u a r t e r  a n d  o n e  q u a r t e r - la g g e d  re a l G N P  
g r o w t h  ra te s.

W h i c h  la b o r  f o r c e  g r o u p s '  u n e m p l o y m e n t  is m o s t  
r e s p o n s iv e  to  c h a n g e s  in  a g g r e g a t e  e c o n o m i c
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T A B LE  2

R EG R ESSIO N  EQUATION IM PLICATIONS
Annual Growth In

Real GNP
Real GNP N ecessary To Lower

Growth The Unemployment
N ecessary Rate By One

To Halt The Rise Percentage Point
In Unemployment In One Year

Total 4.01 7.02
Males, 20 and over 3.77 6.97
Fem ales, 20 and over 4 0 5 7.43
Both sexes, 16-19 4.04 5.48
White m ales,

20 and over 3.72 7.05
White fem ales,

20 and over 4.06 7.58
Whites, 16-19 3.97 5.44
Nonwhite m ales,

20 and over 3.42 5.26
Nonwhite fem ales,

20 and over 4.25 7.06
Nonwhites, 16-19 4.91 5.90
Part-time workers 4.77 9.58
Full-time workers 3.95 7.28
Household heads 3.96 8.59

c o n d it io n s ? 7 T h e  te s t  r e s u lt s  r e p o r t e d  in  T a b le  1 

in d ic a t e  th a t  t e e n - a g e r s  a n d  n o n w h i t e s  a re  t h e  m o s t  

r e s p o n s iv e  o r  s e n s it iv e  to  e c o n o m ic  c o n d it io n s .

F o r  e x a m p le ,  it w o u ld  t a k e  o v e r a l l  re a l G N P  g r o w t h  

o f  a b o u t  5 .5  p e r c e n t  to  lo w e r  t h e  t e e n - a g e  

u n e m p lo y m e n t  ra te  b y  1 p e r c e n t a g e  p o in t  in  o n e  

y e a r 's  t im e ,  c o m p a r e d  w it h  a 7 - p e r c e n t  g r o w t h  ra te  

to  lo w e r  to ta l u n e m p lo y m e n t  b y  1 p e r c e n t a g e  

p o in t ;  f o r  n o n w h i t e  a d u l t  m a le s ,  it t a k e s  a b o u t  

5 .3 - p e r c e n t  g r o w t h  c o n t r a s t e d  to  7 .0  p e r c e n t  f o r  

w h it e  a d u l t  m a le s  ( s e e  T a b le  2 ) .8 F e m a le  la b o r  

g r o u p s '  u n e m p lo y m e n t  ra te s  a re  a c t u a l ly  le s s  

s e n s it iv e  to  a g g r e g a te  e c o n o m ic  c o n d it io n s  th a n  a re  

m a le s ,  a c c o r d in g  to  t h e s e  te s ts . W h y ?  P o s s ib ly ,  it 

is b e c a u s e  w o m e n  a re  e m p lo y e d  m o r e  e x t e n s iv e ly  

th a n  m e n  in  le s s  c y c l i c a l l y  s e n s it iv e  in d u s t r ie s  s u c h  

a s s e r v ic e s  a n d  t ra d e .  A ls o ,  t h e r e  is s o m e  e v id e n c e ,  

t h o u g h  n o t  c o n c lu s iv e ,  th a t  f e m a le  la b o r  f o r c e  

p a r t ic ip a t io n  ra te s  m a y  b e  m o r e  c y c l i c a l l y  s e n s it iv e  

th a n  a re  m a le  p a r t ic ip a t io n  r a t e s ;  th is  w o u ld  d a m p e n  

t h e  im p a c t  o f  e c o n o m ic  a c t iv it y  o n  f e m a le  

u n e m p lo y m e n t  ra te s .

T h e  u n e m p lo y m e n t  r a t e / e c o n o m ic  g r o w t h  

r e la t io n s h ip s  a re  m o s t  u s e fu l in  d e t e r m in in g  w h a t  

ra te  o f  e c o n o m ic  g r o w t h  w i l l  s t a b i l iz e  t h e s e  

u n e m p lo y m e n t  r a t e s .9 W h i le  th e  s t a t is t ic a l ly  te s te d  

r e la t io n s h ip s  a re  n a t u r a l ly  s u b je c t  to  e r r o r ,  t h e ir  

r e s u lt s  d o  c o n f ir m ,  in  m o s t  c a s e s ,  o u r  in tu it iv e  

n o t io n s  a b o u t  t h e  e c o n o m ic  g r o w t h  n e c e s s a r y  to  

h a lt  r is in g  u n e m p lo y m e n t  ra te s  a m o n g  v a r io u s  la b o r  

f o r c e  g r o u p s .  F o r  e x a m p le ,  t h e  t w o - q u a r t e r  re a l  

G N P  g r o w t h  (a t a n  a n n u a l  ra te ) n e e d e d  to  h o ld  

to ta l u n e m p lo y m e n t  c o n s t a n t  is 4 .0  p e r c e n t ,  

a c c o r d in g  to  te s t  re s u lt s .  T h is  c o r r e s p o n d s  c lo s e ly  

to w h a t  is c o m m o n ly  c o n s id e r e d  th e  a v e ra g e  lo n g -  

ru n  g r o w t h  p o te n t ia l  o f  t h e  U . S. e c o n o m y  o v e r  th e  

1 9 6 0 's  a n d  e a r ly  1 9 7 0 's .

G r o w t h  ra te s  n e e d e d  to  s t a b i l iz e  u n e m p lo y m e n t  

ra te s  fo r  t h e  v a r io u s  la b o r  f o r c e  s u b g r o u p s  d id  v a ry  

to  s o m e  e x t e n t  (s e e  T a b le  2 ). W e  m ig h t  e x p e c t  th a t  

th e  m o s t  r a p id ly  g r o w in g  g r o u p s ,  e i t h e r  b e c a u s e  o f  

p o p u la t io n  in c r e a s e s  o r  g r e a te r  la b o r  f o r c e  p a r t ic i-

7Here the " b "  coefficients in Table 1 are examined versus the 
" r 2"  examined in the previous paragraph. These coefficients 
should be used with care, since they may not be symmetrical for 
both positive and negative growth in real GNP. This likelihood  
is not dealt with here. For considerations and tests of the 
symmetry of these coefficients, see Fabricant, op. cit., pp. 41-43.

sThe greater sensitivity of teen-agers and nonwhites to changes in 
econom ic conditions, as im plied by the estimated " b "  coefficients, 
may also be related to the traditionally high unemployment rates 
of these groups. A 1-percentage-point decline in these groups' 
unemployment rates would most likely be easier to obtain than 
the same absolute decline for adult white males, who traditionally 
have a much lower rate.

9Here real GNP growth should be considered in a longer-run 
framework. Since the relationships are tested over a fairly long 
span of time, they contain both cyclical and secular elements.
Real GNP growth rates necessary to stabilize unemployment 
rates could be considered as "steady state" growth rates; that 
is, the long-term growth rate needed to keep labor markets in 
long-run equilibrium .

T A B LE  3

GROWTH IN CIVILIAN LABOR FO RCE
(1960-1972)

Percent
Change

Total C ivilian Labor Force 24.3
Men 20 and over 11.9
Fem ales 20 and over 40.2
16 to 19-year-olds 65.8
White men, 20 and over 11.8
White fem ales, 20 and over 40.9
Whites, 16-19 67.8
Nonwhite men, 20 and over 12.9
Nonwhite fem ales, 20 and over 36.2
Nonwhites, 16-19 49.5

p a t io n ,  w o u ld  n e e d  m o r e  e c o n o m ic  g r o w t h  to  

s t a b i l iz e  t h e ir  u n e m p lo y m e n t  ra te s . In  o t h e r  w o r d s ,  

h ig h e r  g r o w t h  ra te s  a re  n e e d e d  to  a b s o r b  t h e s e  

g r o u p s '  la rg e  in f lo w s  in to  t h e  la b o r  f o r c e .  A c c o r d in g  

to  te s t  r e s u lt s ,  a d u l t  m a le s ,  b o th  w h it e  a n d  n o n 

w h it e ,  n e e d  t h e  lo w e s t  g r o w t h  ra te s  (a r o u n d  3 .4  to  

3 .7  p e r c e n t )  to  s t a b i l iz e  t h e ir  u n e m p lo y m e n t  ra te s . 

A d u lt  m a le s  h a v e  b e e n  th e  s lo w e s t  g r o w in g  s e c t o r  

in  th e  la b o r  f o r c e  (s e e  T a b le  3 ). In  c o n t r a s t ,  t h e  

a d u lt  f e m a le s  a n d  t e e n - a g e r s  h a v e  b e e n  t h e  m o s t  

r a p id ly  g r o w in g  s e c t o r s  o f  th e  la b o r  f o r c e ;  te s t  

r e s u lt s  in d ic a t e  th a t  t h e y  a ls o  n e e d  th e  h ig h e s t  

e c o n o m ic  g r o w t h  ra te s  to  s t a b i l iz e  t h e ir  u n e m p lo y 

m e n t  ra te s . T h e s e  r e s u lt s  c o n f ir m  o u r  s u s p ic io n s  

th a t  t h e  lo n g - r u n  g r o w t h  ra te  n e e d e d  to  s t a b i l iz e  

u n e m p lo y m e n t  ra te s  o f  d if f e r e n t  la b o r  f o r c e  g r o u p s  

is r e la t e d  to  d if f e r e n c e s  in  la b o r  f o r c e  g r o w t h  

t r e n d s  a m o n g  t h e s e  g r o u p s .  G r o w t h  n e e d e d  to  

s t a b i l iz e  r a c ia l ly  d if f e r e n t  u n e m p lo y m e n t  ra te s  

c a n n o t  b e  e x p la in e d  b y  d i f f e r e n c e s  in  la b o r  f o r c e  

e x p a n s io n  a lo n e ,  h o w e v e r .  O t h e r  in f lu e n c e s  s u c h
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REA L GNP GROWTH RATE ASSUM PTION S  
USED IN UNEM PLOYM ENT  

RATE FO RECA STS

Percent Change In 
Real GNP 

(Annual Rates — S.A.)

Sluggish Moderate Supercharged

T A B L E  4

I -  10.0 ^ -  10.0 -  10.0
II -  5.0 -  2.0 0.0
III 0.0 3.0 5.0
IV 2.0 5.0 10.0
I 2.0 6.0 10.0
II 4.0 6.0 10.0
III 4.0 6.0 10.0
IV 6.0 6.0 10.0

as t h e  in d u s t r ie s  a n d  o c c u p a t io n s  th e  d if f e r e n t  

la b o r  f o r c e  g r o u p s  a re  c e n t e r e d  in  a re  a ls o  

im p o r t a n t  d e t e r m in a n t s .

Do These Relationships Explain Today's 

High Unemployment Rates?

O k u n 's  L a w  r e la t io n s h ip s  a re  u s e fu l a s  r u le s  o f  

t h u m b  in  f o r e c a s t in g  w h a t  t h e  to ta l o r  c o m p o n e n t  

u n e m p lo y m e n t  ra te s  w i l l  b e  in  th e  f u tu r e .  T h e  

a c c u r a c y  o f  t h e s e  f o r e c a s t s  c a n  b e  g a u g e d  b y  s e e in g  

h o w  w e l l  t h e y  h a v e  t r a c k e d  p a s t  u n e m p lo y m e n t  

ra te  d e v e lo p m e n t s .9 T h e  r e la t io n s h ip s  w e r e  

e s t im a t e d  u s in g  1 9 6 0  to  1 9 7 2  d a ta . T h is  a l lo w e d  

e s t im a t e s  o f  1 9 7 3  a n d  1 9 7 4  u n e m p lo y m e n t  ra te s  

b a s e d  s t r ic t ly  o n  th e  O k u n 's  L a w  r e la t io n s h ip  a n d  

th e  a c t u a l  q u a r t e r ly  g r o w t h  ra te s  o f  re a l G N P  fo r

1 9 7 3  a n d  1 9 7 4 . T h e  e s t im a t e d  q u a r t e r ly  u n e m p l o y 

m e n t  ra te s  fo r  1 9 7 3  a n d  1 9 7 4  f o r  e a c h  o f  th e  1 3  

l a b o r  f o r c e  c a t e g o r ie s  c a n  t h e n  b e  c o m p a r e d  w ith  

th e  a c t u a l  q u a r t e r ly  ra te s . T h e  n o n w h i t e  t e e n - a g e  

a n d  p a r t - t im e  w o r k e r  s e c t o r s  a re  o m it t e d  b e c a u s e  

t h e ir  u n e m p lo y m e n t  r a te / re a l g r o w t h  r e la t io n s h ip s  

w e r e ,  a s  a l r e a d y  n o t e d ,  in s ig n i f ic a n t .

T h e  e s t im a t e s  r o u g h ly  p r e d ic t e d  a c t u a l  q u a r t e r ly  

u n e m p lo y m e n t  ra te s  in  1 9 7 3 ,  to ta l a s  w e l l  a s  th e  

r e m a in in g  1 0  s e c t o r s .  H o w e v e r ,  in  1 9 7 4 ,  th e  

p r e d ic t e d  a n d  a c t u a l  ra te s  d iv e r g e d .  T h e  ra te s  

f o r e c a s t e d  b y  th e  e s t im a t e d  O k u n 's  L a w  r e la t io n 

s h ip s  o v e r s h o t  th e  a c t u a l  q u a r t e r ly  ra te s . O b v i o u s ly ,  

s o m e t h in g  w a s  g o in g  a w r y  in  1 9 7 4 . P a r t ic u la r ly ,  in  

th e  f ir s t  h a lf  o f  la s t  y e a r ,  th e  p r e d ic t e d  ra te  o v e r s h o t  

th e  a c t u a l  ra te . W h y ?  L a b o r  f o r c e  g r o w t h  ( s o m e 

t h in g  n o t  c a p t u r e d  in  t h e  O k u n 's  L a w  r e la t io n s h ip )  

s lo w e d  in  th e  e a r ly  m o n t h s  o f  1 9 7 4 ,  a n d  e m p lo y 

m e n t  h e ld  u p  b e t t e r  th a n  e x p e c t e d ,  p a r t ly  b e c a u s e  

b u s in e s s m e n  e x p e c t e d  a n  e c o n o m ic  r e c o v e r y  to  

b e g in  s o o n .10 B y  t h e  e n d  o f  1 9 7 4 ,  t h e  e s t im a t e d  

u n e m p lo y m e n t  ra te s , b a s e d  o n  th e  a c t u a l  re a l G N P

9The standard errors of each regression equation are given in 
Table 1. They can be used for determining confidence intervals.

q u a r t e r ly  g r o w t h  ra te s , w e r e  w e l l  a b o v e  t h e  a c t u a l  

u n e m p lo y m e n t  ra te s  ( s e e  f ir s t  t w o  c o lu m n s  o f  

T a b le  5 ). F o r  t h e  to ta l u n e m p lo y m e n t  ra te , th e  

a c t u a l f o u r th  q u a r t e r  ra te  w a s  6 .6  p e r c e n t  v e r s u s  a  

7 .6 - p e r c e n t  f o r e c a s t e d  ra te , a  1 - p e r c e n t a g e  p o in t  

s p r e a d . O n l y  f o r  n o n w h i t e  m a le s  d id  t h e  f o r e c a s t e d  

f o u r th  q u a r t e r  ra te  m a t c h  t h e  a c t u a l  ra te . A s  w i l l  

b e  a rg u e d  b e lo w ,  it is p r o b a b le  th a t  t h e  e s t im a t e d  

u n e m p lo y m e n t  ra te s  w e r e  a b e t t e r  in d ic a t o r  o f  

a c t u a l  la b o r  m a r k e t  c o n d i t io n s  th a n  w e r e  th e  a c t u a l  

u n e m p lo y m e n t  ra te s  at th e  e n d  o f  la s t  y e a r ,  a s  

s u b s e q u e n t  d e v e lo p m e n t s  h a v e  m a d e  c le a r .

Unemployment in 1975 and 1976

T h e  c r i t ic a l  q u e s t io n s  f a c in g  f o r e c a s t e r s  t o d a y  a re  

" W i l l  a r e c o v e r y  b e g in  s o o n ?  A n d  if o n e  d o e s ,  is 

t h e r e  a n y  p r o s p e c t  th a t  u n e m p lo y m e n t  c o n d it io n s  

w il l  im p r o v e  q u ic k ly ;  th a t  is , w i l l  u n e m p lo y m e n t  

ra te s  q u ic k ly  fa ll to  m o r e  n o r m a l le v e ls ? "  If th e  

p a th  o f  re a l e c o n o m ic  a c t iv it y  w e r e  k n o w n  fo r  1 9 7 5  

a n d  1 9 7 6 , t h e  t e s t e d  O k u n 's  L a w  r e la t io n s h ip s  c o u ld  

b e  u s e d  to  f o r e c a s t  c h a n g e s  in  th e  to ta l u n e m p l o y 

m e n t  ra te  a s  w e l l  a s  f o r  t h e  v a r io u s  s u b u n e m p lo y 

m e n t  ra te s . T w o  p o in t s  a re  c r i t ic a l  h e r e .  W h a t  re a l  

G N P  g r o w t h  ra te  f o r e c a s t  is m o s t  l ik e ly  a n d ,  s e c o n d ,  

to  w h a t  fo u r th  q u a r t e r  1 9 7 4  u n e m p lo y m e n t  ra te  to  

a p p ly  t h e s e  f o r e c a s t e d  c h a n g e s  in  t h e  u n e m p l o y 

m e n t  ra te s . T h r e e  a l t e r n a t iv e  re a l G N P  p a t h s  a re  

e x a m in e d  f o r  t h e ir  im p l ic a t io n s  a b o u t  u n e m p l o y 

m e n t  c o n d it io n s .  L e t 's  f a c e  it ;  a n y  f o r e c a s t  m a d e  

t o d a y  a b o u t  t h e  p a c e  o f  e c o n o m ic  a c t iv it y  in  1 9 7 5  

a n d  1 9 7 6  is v e r y  u n c e r t a in .  T a b le  4  p r e s e n t s  t h r e e  

p o s s ib le  p a th s  t h e  e c o n o m y  m a y  f o l l o w  t h e  r e s t  o f  

th is  y e a r  a n d  t h r o u g h  1 9 7 6  —  a " s lu g g is h ,"  a 

" m o d e r a t e ,"  a n d  a " s u p e r c h a r g e d "  r e c o v e r y .  N o n e  

o f  t h e s e  a lt e r n a t iv e s  w i l l  n e c e s s a r i ly  b e  th e  a c t u a l  

p a th  th e  e c o n o m y  w i l l  t a k e . If  a c o n s e n s u s  c o u ld  

b e  d r a w n  b y  f o r e c a s t e r s ,  it w o u ld  a p p e a r  to  b e  a 

m o d e r a t e  r e c o v e r y  b e g in n in g  in  t h e  s e c o n d  h a lf  o f  

th is  y e a r  a n d  c o n t in u in g  o n  t h r o u g h  1 9 7 6 ;  t h is  is 

th e  " m o d e r a t e "  a lt e r n a t iv e  s h o w n  in  T a b le  4 .

T h e  m o d e r n  v e r s io n  o f  O k u n ' s  L a w  t e s t e d  a n d  

u s e d  in th is  s tu d y  e x a m in e s  changes in  u n e m p l o y 

m e n t  ra te s  a n d  n o t  th e  le v e l o f  th e  ra te  it s e lf .  

Changes in  u n e m p lo y m e n t  ra te s  w i l l  th e n  b e  

f o r e c a s t e d  f o r  1 9 7 5  a n d  1 9 7 6 , b a s e d  o n  t h e  re a l  

G N P  g r o w t h  a s s u m p t io n s  s h o w n  in  T a b le  4 . T o  

a r r iv e  a t u n e m p lo y m e n t  ra te  f o r e c a s t s ,  t h e s e  

c h a n g e s  m u s t  b e  c h a in e d  f o r w a r d  f r o m  t h e  a c t u a l  

fo u r th  q u a r t e r  u n e m p lo y m e n t  ra te s . T a b le  5 s h o w s  

a c t u a l f o u r th  q u a r t e r  u n e m p lo y m e n t  ra te s  ( c o lu m n

10A recent article by Arthur Okun discusses reasons why his rule 
overestimated the actual unemploym ent rate early in 1974. He 
notes that this is typical in the early stages of recession but 
that the forecasted rate generally comes close to the actual 
rate in the later stages of recession and underpredicts the rate 
in the recovery stage. See Arthur M. Okun, “ Unemploym ent 
and Output in 1974," Brookings Papers on Economic Activity, 
No. 2, 1974, pp. 495-504.
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TA B LE 5

COMPARISON OF ACTUAL AND ESTIM ATED UNEM PLOYM ENT RA TES

(1) (2)

1974: IV 
Unemployment Rates 

(Actual) (Projected)

(3)
Forecasted 1975: 1 

Unemployment Rates 
Based on Actual 
1974: IV Rates

(4)

Actual 1975: 1 
Unemployment Rates

(5)
Alternative 1975:1 
Forecasts Based  

on Projected 
1974: IV Rates

Total 6.6 7.6 7.6 8.4 8.6

Males, 20 and over 4.7 5.6 5.7 6.3 6.6

Fem ales, 20 and over 6.5 7.2 7.5 8.2 8.2

Both sexes, 16-19 17.5 21.0 19.9 20.4 23.4

White m ales, 20 and over 4.3 5.3 5.3 6.0 6.3

White fem ales, 20 and over 5.9 6.5 6.9 7.9 7.5

W hites, 16-19 15.3 18.3 17.6 18.8 20.6

Nonwhite m ales, 20 and over 8.5 8.5 10.2 11.1 10.2

Nonwhite fem ales, 20 and 
over 10.1 11.9 11.3 11.0 13.1

Full-tim e workers 6.3 6.8 7.2 7.8 7.7

Household heads 4.1 4.5 4.8 5.5 5.2

1) a n d  th e  f o r e c a s t e d  f irs t  q u a r t e r  ra te s  ( c o lu m n  3) 

b a s e d  o n  th e  a c t u a l f o u r th  q u a r t e r  ra te s  ( a lo n g  w ith  

a c t u a l  fo u r th  q u a r t e r  re a l G N P  g r o w t h  a n d  th e  

a s s u m e d  f ir s t  q u a r t e r  g r o w t h , w h ic h  is th e  s a m e  in  

a ll t h r e e  a lt e r n a t iv e s  in  T a b le  4 ) . 11 C o lu m n  4  o f  th is  

t a b le  g iv e s  f ir s t  q u a r t e r  1 9 7 5  u n e m p lo y m e n t  ra te s .

A  c o m p a r is o n  o f  t h e s e  f ir s t  q u a r t e r  ra te s  w ith  th e  

f o r e c a s t e d  ra te s  in d ic a t e s  th a t  th e  f o r e c a s t s  a re  

u n d e r s h o o t in g  th e  a c t u a l  ra te s . If f o u r th  q u a r t e r  

1 9 7 4  u n e m p lo y m e n t  ra te s  w e r e  n o t  t ru ly  r e f le c t iv e  

o f  la b o r  m a r k e t  c o n d it io n s ,  t h e n  it m ig h t  b e  b e t t e r  

to  u s e  t h e  e s t im a t e d  f o u r th  q u a r t e r  u n e m p lo y m e n t  

ra te s  ( c o lu m n  2 o f  T a b le  5) as t h e  b a s e  f o r  1 9 7 5  

a n d  1 9 7 6  u n e m p lo y m e n t  ra te  f o r e c a s t s .

T h e  f ir s t  q u a r t e r  1 9 7 5  f o r e c a s t e d  u n e m p lo y m e n t  

ra te s  b a s e d  o n  th is  a l t e r n a t iv e  m e t h o d  a re  s h o w n  

in  c o lu m n  5 o f  T a b le  5 . C o m p a r in g  t h e s e  f o r e c a s t e d  

ra te s  w ith  a c t u a l f ir s t  q u a r t e r  u n e m p lo y m e n t  ra te s  

in d ic a t e s  th a t  th is  m e t h o d  is m u c h  c lo s e r  to  

f o r e c a s t in g  th e  a c t u a l  ra te s . T h is  m e t h o d o lo g y  is 

u s e d  fo r  th e  1 9 7 5  a n d  1 9 7 6  u n e m p lo y m e n t  ra te  

f o r e c a s t s  a s  g iv e n  in  T a b le  6 . T h is  is  a m a jo r  

a lte r a t io n  f ro m  m o s t  f o r e c a s t in g  t e c h n iq u e s ,  w h ic h  

g e n e r a l ly  u t i l iz e  t h e  la te s t  a v a i la b le  a c t u a l d a ta .  

H e r e  it is a rg u e d  th a t  e s t im a t e s  o f  f o u r th  q u a r t e r

1 9 7 4  ( c h a in e d  f o r w a r d  f ro m  f o u r th  q u a r t e r  1 9 7 2 )  

a re  a b e t t e r  b a s e  to  u s e  th a n  a c t u a l u n e m p lo y m e n t  

r a t e s .12

It w a s  a p p a r e n t  f ro m  th e  e s t im a t e d  O k u n 's  L a w

1 'First quarter data has recently been released. Real GNP fell by 
10.4a/o, very close to the assumed decline shown in Table 4.

12Fourth quarter 1972's unemployment rate was used to chain 
forward forecasted unemploym ent rates for two reasons. It was 
the final quarter's data used to estimate the Okun's Law

r e la t io n s h ip s  th a t  u n e m p lo y m e n t  ra te s  w e r e  lo w e r  

th a n  t h e y  s h o u ld  h a v e  b e e n  in  1 9 7 4 ,  c o n s id e r in g  

th e  ra te s  o f  e c o n o m ic  d e c l in e .  S lo w  la b o r  f o r c e  

g r o w t h  in  e a r ly  1 9 7 4  a n d  la b o r  h o a r d in g  b y  

e m p lo y e r s  w e r e  la rg e ly  r e s p o n s ib le  fo r  th is .  T h e  

s h a rp  a n d  d r a s t ic  in c r e a s e s  in  u n e m p lo y m e n t  ra te s  

in  th e  p a s t  f e w  m o n t h s  h a v e  b e e n  an  a d ju s t m e n t  

p r o c e s s  in  w h ic h  ra te s  h a v e  r is e n  f ro m  b e lo w -  

n o r m a l ra te s  in  r e la t io n  to  re a l G N P  g r o w t h  to  t h e ir  

lo n g e r - ru n  ra te s  c o n s is t e n t  w ith  re a l e c o n o m ic  

a c t iv it y .  S ta te d  s im p ly ,  t h e  la b o r  f o r c e  h a d  to  b e g in  

g r o w in g  a n d  f a c e d  w o r s e n in g  b u s in e s s  c o n d it io n s ,  

e m p lo y e r s  w e r e  f o r c e d  to  la y  w o r k e r s  o ff .

T a b le  6 s h o w s  w h a t  m a y  l ik e ly  b e  th e  c o u r s e  o f  

u n e m p lo y m e n t  ra te s  f o r  t h e  re st  o f  1 9 7 5  a n d  1 9 7 6 ,  

g iv e n  th e  t h r e e  a lt e r n a t iv e  g r o w t h  ra te s  o f  re a l 

G N P  as s h o w n  in  T a b le  4 . W h i l e  t h e s e  f o r e c a s t e d  

ra te s  a re  c e r t a in ly  n o t  p e r f e c t ,  s in c e  o t h e r  f a c t o r s  

b e s id e s  th e  p a c e  o f  a g g r e g a te  e c o n o m ic  a c t iv it y  

c a n  in f lu e n c e  th e  u n e m p lo y m e n t  ra te , t h e y  p r o b a b ly  

g iv e  t h e  g e n e ra l t re n d  in  u n e m p lo y m e n t  ra te s , as  

w e l l  a s  in d ic a t in g  w h a t  la b o r  m a r k e t  c o n d it io n s  

w il l  g e n e r a l ly  lo o k  l ik e  b y  th e  e n d  o f  1 9 7 6 ,  b a s e d  

o n  t h e  a s s u m e d  ra te s  o f  re a l e c o n o m ic  g r o w t h .

C o n c e n t r a t in g  o n  th e  " m o d e r a t e "  a l t e r n a t iv e  fo r  

re a l G N P  g r o w t h , t h e  r is e  in  th e  to ta l u n e m p lo y 

m e n t  ra te  is e x p e c t e d  to  c o n t in u e  t h r o u g h  1 9 7 5 ,  

p e a k in g  in  a ra n g e  a r o u n d  9 .7  p e r c e n t  in  th e  fo u r th  

q u a r t e r  o f  1 9 7 5 . E c o n o m ic  r e c o v e r y  w i l l  n o t , a t  

le a s t  a c c o r d in g  to  th e  O k u n 's  L a w  r e la t io n s h ip s ,

relationships. And the forecasted and actual changes in 
unemployment rates were very sim ilar in 1972, which suggests 
that fourth quarter 1972's unemployment rate was fairly 
representative of actual labor market conditions.
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Total:

TA B LE  6

U N E M P L O Y M E N T  R A T E  F O R E C A S T S  
(B a s e d  on R e a l G N P  G ro w th  R a te s  S h o w n  in  T a b le  4 )

1975

I II III IV I

Sluggish 8.6 9.7 10.2 10.4 10.6

1976 

II III

10.7 10.7

IV

10.6
Moderate 8.6 9.5 9.7 9.7 9.6 9.4 9.3 9.1

Supercharged 8.6 9.5 9.6 9.3 8.8 8.3 7.8 7.3

Males, 20 and over: Sluggish 6.6 7.5 8.0 8.2 8.3 8.3 8.3 8,2
Moderate 6.6 7.4 7.6 7.6 7.5 7.3 7.1 7.0

Supercharged 6.6 7.3 7.4 7.1 6.6 6.1 5.7 5,2

Fem ales, 20 and over: Sluggish 8.2 9.1 9.6 9.8 9.9 9.9 9.9 9.8
Moderate 8.2 9.0 9.2 9.2 9.1 9.0 8,8 8.7

Supercharged 8.2 8.9 9.0 8.8 8.3 7.9 7.4 7.0

Both Sexes, 16-19: Sluggish 23.4 25.3 26.3 26.7 27.1 27.2 27.2 27.0
Moderate 23.4 24.9 25.4 25.3 25.0 24.7 24.4 24.0

Supercharged 23.4 24.7 24.8 24.0 23.0 21.9 20.9 19.8

White Males, 20 and over: Sluggish 6.3 7.1 7.6 7.8 7.9 8.0 7.9 7.9
Moderate 6.3 7.0 7.2 7.2 7.1 6.9 6.7 6.6

Supercharged 6.3 6.9 7.0 6.7 6.3 5.8 5.3 4.8

White Fem ales, 20 and over: Sluggish 7.5 8.3 8.8 9.0 9.2 9.3 9.3 9.2
Moderate 7.5 8.2 8.5 8.5 8.4 8.3 8.1 8.0

Supercharged 7.5 8.2 8.3 8.1 7.7 7.2 6.8 6.4

W hites, 16-19: Sluggish 20.6 22.4 23.3 23.7 24.1 24.2 24.2 23.9
Moderate 20.6 22.0 22.4 22.4 22.1 21.7 21.4 21.0

Supercharged 20.6 21.8 21.9 21.7 20.0 19.0 18.0 17.0

Nonwhite Males, 20 and over: Sluggish 10.2 11.9 12.8 13.2 13.4 13.5 13.4 13.2
Moderate 10.2 11.7 12.2 12.2 12.0 11.6 11.3 10.9

Supercharged 10.2 11.6 11.9 11.5 10.6 9.7 8.8 7.9

Nonwhite Fem ales, 20 and over: Sluggish 13.1 14.2 14.7 15.0 15.2 15.3 15.3 15,2
Moderate 13.1 14.0 14.3 14.3 14.2 14.1 13.9 13.7

Supercharged 13.1 13.9 14.0 13.7 13.2 12.7 12.2 11.7

Full-time Workers: Sluggish 7.7 8.7 9.1 9.4 9.5 9.6 9.6 9.5
Moderate 7.7 8.5 8.7 8.7 8.6 8.4 8.3 8.1

Supercharged 7.7 8.5 8.6 8.3 7.8 7.4 6.9 6.5

Household Heads: Sluggish 5.2 5.9 6.2 6.4 6.5 6.5 6.5 6.5
Moderate 5.2 5.8 6.0 6.0 6.0 5.8 5.7 5.6

Supercharged 5.2 5.7 5.8 5.6 5.3 5.0 4.6 4.3

q u i c k l y  b r in g  d o w n  u n e m p l o y m e n t  ra te s. B y  th e  
f o u r t h  q u a r t e r  o f  1 9 7 6 , t h e  to ta l u n e m p l o y m e n t  ra te  
w i l l  h a v e  f a lle n  to  o n l y  a b o u t  9.1 p e r c e n t .

U n d e r  t h e  “ s lu g g is h "  a lt e r n a t iv e ,  t h e  to ta l 
u n e m p l o y m e n t  w i l l  p a s s  10 p e r c e n t  b y  th e  t h ir d  
q u a r t e r  o f  th is  y e a r  a n d  r e m a in  a b o v e  10.5  p e r c e n t  
t h r o u g h o u t  n e x t  y e a r .  T h e  " s u p e r c h a r g e d "  a lt e r 
n a t iv e  s h o w s  t h e  u n e m p l o y m e n t  ra te  p e a k in g  a b o v e  
9.5 p e r c e n t  a n d  t h e n  f a l l i n g  to  t h e  7 .5 - p e r c e n t  r a n g e  
b y  t h e  e n d  o f  1 97 6 .

T h e  o b v i o u s  i m p l i c a t io n  s e e m s  t o  b e  th a t  e v e n  
if e c o n o m i c  r e c o v e r y  is v e r y  s h a r p  in  t h e  la tte r  h a lf  
o f  th is  y e a r ,  t h e  u n e m p l o y m e n t  ra te  w i l l  c o n t i n u e  
to  ris e , g o i n g  a b o v e  9 p e r c e n t .  F u r t h e r ,  it m a y  b e  
o n e  o r  m o r e  y e a r s  b e f o r e  t h e  u n e m p l o y m e n t  ra te  
r e t u r n s  t o  m o r e  n o r m a l  5 -  a n d  6 - p e r c e n t  ra te s. A s  
th e  re s u lts  o f  th is  s t u d y  h a v e  s h o w n ,  it ta k e s

e c o n o m i c  g r o w t h  in  t h e  4 - p e r c e n t  r a n g e  j u s t  t o  h a lt  
t h e  ris e  in t h e  u n e m p l o y m e n t  ra te .

S u b u n e m p l o y m e n t  R a te  F o r e c a s t s

T a b l e  6 a ls o  s h o w s  f o r e c a s t s  o f  t h e  p r o b a b l e  c o u r s e  
o f  s u b u n e m p l o y m e n t  ra te s. W h i l e  h is t o r ic a l  
d if f e r e n c e s  in t h e  le v e ls  o f  th e s e  v a r i o u s  a g e , s e x , 
a n d  ra c e  s p e c if ic  ra te s  d o  e x is t ,  a ll t h e  s u b r a t e s  
a re , a c c o r d i n g  t o  t h e  s i m p l e  re a l G N P  g r o w t h  
r e la t io n s h ip s  d e v e l o p e d ,  f o r e c a s t e d  t o  c o n t i n u e  o n  
th e  rise  u n t i l  t h e  la tte r  p o r t i o n  o f  th is  y e a r  (b a s e d  
o n  all t h r e e  a lt e r n a t iv e  re a l G N P  a s s u m p t io n s ) .  T h e  
e x t e n t  to  w h i c h  t h e s e  ra te s  a re  f o r e c a s t e d  to  fa ll 
as e c o n o m i c  r e c o v e r y  g e ts  u n d e r  w a y  v a r ie s .  T h e  
a d u lt  m a le  u n e m p l o y m e n t  ra te , p a r t i c u l a r l y  f o r  
n o n w h it e s ,  a n d  t e e n - a g e  u n e m p l o y m e n t  ra te  s h o u l d
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H i s t o r i c a l  U n e m p l o y m e n t  C o n t r a s t s

TOTAL Unemployment Rate
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Note: The circle O in each graph represents the month ending the 1957-1958 recession (April 1958).
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r e s p o n d  th e  m o s t  to  a n  e c o n o m ic  r e c o v e r y  if p a s t  

h is t o r ic a l  r e la t io n s h ip s  h o ld .

A s  m e n t io n e d ,  a lt h o u g h  t h e  to ta l u n e m p lo y m e n t  

ra te  is n o w  h ig h e r  th a n  a t a n y  t im e  s in c e  th e  1 9 3 0 's ,  

s e v e ra l  o f  t h e  s u b u n e m p lo y m e n t  ra te s , n o t a b ly  

a d u l t  m a le s ,  r e m a in  b e lo w  p r e v io u s  p o s t w a r  

r e c e s s io n  h ig h s . T a b le  7  a n d  t h e  c h a r t  c o m p a r e  

r e c e n t  u n e m p lo y m e n t  ra te  in c r e a s e s  w it h  t h o s e  o f  

th e  p r e v io u s  m o s t  s e v e r e  p o s t w a r  r e c e s s io n  (1 9 5 7 -  

1 9 5 8 ) . T h e  c h a r t  s h o w s  th e  m o n t h ly  p a t te r n  o f  th e  

to ta l a n d  s u b u n e m p lo y m e n t  ra te s  s in c e  th e  

b e g in n in g  o f  t h e  r e c e s s io n  ( a s s u m e d  to  b e  

N o v e m b e r  1 9 7 3  f o r  th e  c u r r e n t  p e r io d ) .12 T h e  d o ts  

in d ic a t e  th e  f o r e c a s t e d  q u a r t e r ly  u n e m p lo y m e n t  

ra te s  s h o w n  in  T a b le  6 , b a s e d  o n  th e  u n e m p lo y 

m e n t / G N P  r e la t io n s h ip s  a n d  t h e  " m o d e r a t e "  re a l  

G N P  g r o w t h  a l t e r n a t iv e .  T a b le  7 in d ic a t e s  th e  

f o r e c a s t e d  p e a k s  o f  e a c h  o f  t h e s e  u n e m p lo y m e n t  

ra te s  d u r in g  t h e  c u r r e n t  r e c e s s io n .

W h i le  b o th  to ta l a n d  n o n w h i t e  a d u l t  m a le  

u n e m p lo y m e n t  ra te s  a re  c u r r e n t ly  (in  t h e  f irs t  

q u a r t e r  o f  1 9 7 5 )  s t i ll b e lo w  th e  1 9 5 7 - 1 9 5 8  r e c e s s io n  

h ig h s , o n ly  th e  n o n w h i t e  a d u l t  m a le  ra te  is e x p e c t e d  

to  r e m a in  b e lo w  th is  p r e v io u s  h ig h  (e v e n  b a s e d  o n  

th e  " s lu g g is h "  a lt e r n a t iv e ) .  B e t te r  jo b  o p p o r t u n it ie s  

a n d  le s s  d is c r im in a t io n  h a v e  p r o b a b ly  h e lp e d  o u t  

s o m e w h a t  in  le s s e n in g  t h e  im p a c t  o f  r e c e s s io n  o n  

n o n w h i t e s ;  b u t  r e la t iv e  to  t h e ir  w h it e  c o u n t e r p a r t s ,  

t h e y  o b v io u s ly  s t i ll h a v e  a lo n g  w a y  to  g o .

Conclusion

T h is  s tu d y  h a s  d e m o n s t r a t e d  th a t  a v e r s io n  o f  

O k u n 's  L a w  d o e s  s e e m  to  e x is t  b o th  fo r  th e  to ta l 

u n e m p lo y m e n t  ra te  a n d  fo r  a t le a s t  s e v e ra l  s u b 

u n e m p lo y m e n t  ra te s . U s in g  t h e s e  e s t im a t e d  

r e la t io n s h ip s ,  it w a s  f o u n d  th a t  u n e m p lo y m e n t  ra te s  

in  1 9 7 4  w e r e  lo w e r  th a n  w o u ld  h a v e  b e e n  p r e 

d ic t e d ,  b a s e d  o n  th e  d e c l in e s  in  re a l G r o s s  N a t io n a l  

P r o d u c t  th a t  t o o k  p la c e .  T h is  h e lp s  e x p la in  th e  

s h a rp  r ise  in  u n e m p lo y m e n t  ra te s  a t t h e  e n d  o f  la st  

y e a r  a n d  e a r ly  in  1 9 7 5 ;  u n e m p lo y m e n t  ra te s  w e r e  

s im p ly  m o v in g  u p  to  le v e ls  c o n s is t e n t  w ith  th e  

O k u n 's  L a w  r e la t io n s h ip s — la b o r  h o a r d in g  h a d  to  

e n d  a n d  a m o r e  n o r m a l p a t te rn  o f  la b o r  f o r c e  

g r o w t h  h a d  to  b e g in .

T h e  p r o s p e c t s  f o r  a q u ic k  d r o p  in u n e m p lo y m e n t  

ra te s  if  a n  e c o n o m ic  r e c o v e r y  b e g in s  s e e m  d o u b t f u l ,  

b a s e d  o n  th e  O k u n 's  L a w  f o r e c a s t s .  E v e n  w ith  an  

e c o n o m ic  r e c o v e r y  b e g in n in g  in  th e  s e c o n d  h a lf  o f  

t h is  y e a r  a n d  c o n t in u in g  in to  1 9 7 6 , th e  to ta l  

u n e m p lo y m e n t  ra te  w i l l  p r o b a b ly  r is e  to  o v e r  9 .5  

p e r c e n t  b y  t h e  e n d  o f  th is  y e a r  a n d  n o t  fa ll 

s u b s t a n t ia l ly  b e lo w  9 .0  p e r c e n t  b y  t h e  e n d  o f  n e x t  

y e a r .  It w o u ld  ta k e  a v e r y  s h a r p  r e b o u n d  f o r  th e

T A B LE  7

Comparison of Subunemployment Rate Peaks

Highest Rate 
Recorded 
(1973-75)

Forecasted
Peak

(Moderate
Alternative)

1957-58
Recession

Peaks

Total 8.7 9.7 7.5

Males, 20 and over 6.8 7.6 7.0

Fem ales, 20 and over 8.5 9.2 6.8

Both Sexes, 16-19 20.8 25.4 17.9

White Males,
20 and over 6.8 7.2 6.3

White Fem ales, 
20 and over 8.5 8.5 6.2

Whites, 16-19 20.6 22.4 16.1

Nonwhite Males, 
20 and over 11.8 12.2 14.4

Nonwhite Fem ales, 
20 and over 11.2 14.3 11.3

u n e m p lo y m e n t  ra te  to  fa ll b e lo w  7 .5  p e r c e n t  b y  th e  

e n d  o f  1 9 7 6 .  O f  c o u r s e ,  a b n o r m a l ly  lo w  la b o r  f o r c e  

g r o w t h  c o u ld  b r in g  d o w n  u n e m p lo y m e n t  ra te s  

m o r e  q u ic k ly .  B u t  e x c e p t  f o r  a p o s s ib le  m o n t h  o r  

t w o  q u ir k ,  th is  d o e s  n o t  s e e m  v e r y  l ik e ly .

W h i le  s o m e  s u b u n e m p lo y m e n t  ra te s  a re  n o w  

s t i l l  b e lo w  th e  h ig h s  o f  t h e  1 9 5 7 - 1 9 5 8  r e c e s s io n  

t o d a y ,  t h e  f o r e c a s t e d  ra te s  f o r  1 9 7 5  a n d  1 9 7 6  

in d ic a t e  th a t  o n ly  th e  n o n w h i t e  a d u l t  m a le  

u n e m p lo y m e n t  ra te  h a s  a c h a n c e  o f  r e m a in in g  

b e lo w  t h e s e  p r e v io u s  h ig h s .  W h e n  e c o n o m ic  

r e c o v e r y  b e g in s ,  t h e  t e s t e d  r e la t io n s h ip s  b e t w e e n  

g r o w t h  in  re a l e c o n o m ic  a c t iv it y  a n d  u n e m p l o y 

m e n t  ra te  c h a n g e s  in d ic a t e  th a t  t h e  a d u l t  n o n w h i t e  

m a le  ra te s  a n d  t e e n - a g e  ra te s  w i l l  f a ll  t h e  fa s te s t .  

G e n e r a l ly ,  th e  r e s u lt s  o f  th is  s t u d y  c o n f ir m  p a s t  

r e s u lt s  s h o w in g  th a t  e c o n o m ic  g r o w t h  h a s  to  

p r o c e e d  a t a b o u t  a 4 - p e r c e n t  ra te  b e f o r e  p r o g r e s s  

is m a d e  in lo w e r in g  u n e m p lo y m e n t  ra te s . H o w e v e r ,  

th is  g r o w t h  ra te  d o e s  v a ry  s o m e w h a t  f o r  d i f f e r e n t  

la b o r  f o r c e  g r o u p s .  ■

12Lack of historical data would not allow  the comparisons to be 
made for full- and part-time workers and household heads.
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B a n k  

A n n o u n c e m e n t s

January 2, 1975

ASSUMPTION BANK & COMPANY
N apoleonville, Louisiana

Began to remit at par.

January 2, 1975

FIRST PEOPLES BANK OF

JEFFERSON COUNTY
Jefferson City, Tennessee

Opened for business as a par-remitting nonmember.

January 2, 1975

STATE BANK AND TRUST COMPANY
Donaldsonville, Louisiana

Began to remit at par.

January 3, 1975

CORONADO BEACH BANK
N ew  Smyrna Beach, Florida

Opened for business as a par-remitting nonmember.

January 3,1975

FIRST BANK OF HOLMES COUNTY
Bonifay, Florida

Opened for business as a par-remitting nonmember.

January 6, 1975

BLEDSOE COUNTY BANK
Pikeville, Tennessee

Opened for business as a par-remitting nonmember.

January 7, 1975

FIRST BANK
Delray Beach, Florida

Opened for business as a par-remitting nonmember.

January 7, 1975

FIRST BANK WEST
Lake W orth , Florida

Opened for business as a par-remitting nonmember.

January 7, 1975

FIRST BANK OF WEST BOCA RATON
Boca Raton, Florida

Opened for business as a par-remitting nonmember.

January 15, 1975
METROPOLITAN NATIONAL BANK
Biloxi, M ississippi

Opened for business as a member. Officers: E. W . Blossom, 
chairm an; R. W . Puryear, vice chairm an; J. C. Goodw in, Jr., 
president; David Hardy, vice president and cashier; David 
B. Sellers, assistant vice president and instalment loan 
officer. Capital, $800,000; surplus and other funds, $1,187,736.

January 27, 1975
BANK OF SIMPSON COUNTY
M agee, M ississippi

Opened for business as a par-remitting nonmember.

January 31, 1975
AMERICAN BANK OF LAKE WALES
Lake W ales, Florida

Opened for business as a member. Officers: W . T. Bice, 
chairm an; W . Sidney Porter, president; Robert L. Gibson, 
)r., vice president, Sandra D. Jones, assistant vice president 
and cashier. Capital, $500,000; surplus and other funds, 
$500,000.

February 3, 1975
NORTH FLORIDA NATIONAL BANK
Tallahassee, Florida

Opened for business as a member. Officers: Mitchell M on
roe M orris, president; Jerry P. Kelly, vice president and 
cashier. Capital, $800,000; surplus and other funds, $900,000.

February 4,1975 
BANK OF OLDSMAR
Oldsm ar, Florida

Opened for business as a par-remitting nonmember. 

February 5, 1975
BARNETT BANK OF WEST LAKE WORTH, 

NATIONAL ASSOCIATION
Lake W orth, Florida

Opened for business as a member. Officers: James K. Sie- 
brecht, chairm an; J. T. Jones, president; Lawrence W . Starr, 
executive vice president and cashier; Elona Israel, assistant 
cashier. Capital, $500,000; surplus and other funds, $500,000.

February 11, 1975
FIRST FOREST HILL BANK OF 

PALM BEACH COUNTY
W est Palm Beach, Florida

Opened for business as a par-remitting nonmember.

February 18, 1975 

FIRST STATE BANK OF 

SARASOTA COUNTY
O sprey, Florida

Opened for business as a par-remitting nonmember.

February 28,1975

BARNETT BANK OF TAMPA,

NATIONAL ASSOCIATION
Tampa, Florida

Converted to a national bank from Barnett Bank of Tampa.
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S i x t h  D i s t r i c t  S t a t i s t i c s

S e a s o n a l l y  A d j u s t e d

( A l l  d a t a  a r e  i n d e x e s ,  u n l e s s  i n d i c a t e d  o t h e r w i s e . )

Latest Month
One Two One 

Month Months Year 
Ago Ago Ago

SIXTH DISTRICT

INCOME AND SPENDING
Manufacturing P ayrolls................Feb.
Farm Cash Receipts...................... Jan.

C ro p s ......................................Jan.
Livestock ............................... Jan.

Instalment Credit at Banks* (Mil.$)
New Loans............................... Feb.
Repayments ............................ Feb.

EMPLOYMENT AND PRODUCTION
Nonfarm Employment...................Feb.

Manufacturing ......................... Feb.
Nondurable Goods...................Feb.

Food.................................. Feb.
T e xtile s ............................ Feb.
Apparel ............................ Feb.
P a p e r............................... Feb.

Printing and Publishing . . . Feb.
Chemicals......................... Feb.

Durable G oods......................Feb.
Lbr., Wood Prods., Furn. & Fix. . Feb. 
Stone, Clay, and Glass . . . .  Feb.
Primary Metals...................Feb.
Fabricated Metals................Feb.
Machinery......................... Feb.
Transportation Equipment . . Feb.

Nonmanufacturing......................Feb.
Construction...................... Feb.
Transportation ...................Feb.
T r a d e ............................... Feb.
Fin., ins., and real est............Feb.
Services............................ Feb.
Federal Government............ Feb.
State and Local Government . Feb.

Farm Employment......................... Mar.
Unemployment Rate

(Percent of Work Force).............Feb.
Insured Unemployment

(Percent of Cov. Emp.)................Feb.
Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Feb.

Construction Contracts*................Feb.
Residential............................... Feb.
All other...................................Feb.

Cotton Consumption**...................Jan.
Manufacturing Production............ Dec.
Nondurable Goods......................Dec.

Food ............................... Dec.
Te xtile s ............................ Dec.
Apparel ............................ Dec.
P a p e r............................... Dec.
Printing and Publishing . . . Dec.
Chemicals......................... Dec.

Durable G oo d s......................... Dec.
Lumber and W ood................Dec.
Furniture and Fixtures . . . .  Dec. 
Stone, Clay, and Glass . . . .  Dec.
Primary Metals...................Dec.
Fabricated Metals................Dec.
Nonelectrical Machinery . . . Dec. 
Electrical Machinery . . . .  Dec. 
Transportation Equipment . . Dec.

FINANCE AND BANKING 
Loans*

All Member Banks......................Feb.
Large B anks............................ Feb.

Deposits*
All Member Banks......................Feb.
Large Banks............................ Feb.

Bank Debits*/** ......................... Feb.

ALABAMA
INCOME

Manufacturing Payrolls...................Feb.
Farm Cash Receipts......................Jan.

EMPLOYMENT
Nonfarm Employment...................Feb.
Manufacturing ......................... Feb.
Nonmanufacturing ...................Feb.

Construction.........................Feb.
Farm Employment......................... Mar.

170.2 
254 
354 

• 194
520
598

131.1
109.0
107.9 
103.7
96.3

104.1
107.6
126.3
108.4
110.4 
96.1

119.1
107.7
122.7
150.9
95.4

138.1
141.2
125.6
135.8
150.7
154.7
106.3 
142.2
94. lr

6.1
38.9
153
110
195
79

144.4
145.5
133.4
134.0
122.5 
137.4
128.6
162.0
143.2 
122.6
129.8
147.8
106.9
117.2
155.3
244.9 
130.8

278
261
217
188
289

177.1
300

120.5 
110.0 
125.3
137.5 
113.6r

174.3
203
245
172
621r 
711 r

132.0 
111.6 
110.3
104.1 

98.8
107.2 
110.6
127.3
109.2
113.3 
98.6

122.2
110.0
124.2
155.3 
99.1

138.4
144.1
126.5
136.1
151.7
154.5 
106.4
141.7 

93.8r

5.5
39.0
175
119
230

50
148.4
149.1
132.8
136.5
130.8
137.6
131.2
170.1
147.3
131.9
135.9
150.7
108.2 
118.2
156.8 
250.0 
137.5

278r
263
215r
189
289

182.6
244

121.2 
111.6 
125.5 
138.7 
112.7r

171.3 173.5
247 228
328 252
128 218
550
638

130.6
111.6
110.7
102.8 
100.1
109.3 
111.0 
126.8 
110.6 
112.6
99.7

122.9 
110.8
125.7
156.0
91.8

137.3
142.9
126.5
134.1
149.0
155.9
105.1
139.2 
92.2r
7.3
5.0

38.9 
376 
128 
618

64
151.1
151.9
132.8
142.3
133.5
138.0
132.6
175.1
150.0
143.6
142.2
154.8
110.0
119.2
155.6
254.9
137.7

280
265

704
658

134.0
119.6
116.6
106.4
113.5
116.3
114.0
131.6
110.3
123.3
112.0
134.0
115.8
133.8 
162.2
108.8
138.3
158.9 
128.2
137.7
153.0
150.5
103.9
136.1 
98.5r

5.1
2.1 

40.5 
246 
289 
204

82
150.7
149.7
134.5
149.9
142.5
137.0
138.7
157.8
152.4
154.5
157.8
154.4 
108.7
137.1
152.4
242.6
136.5

269
254

214 209 
191 180 
297 267

189.2
334

175.4
284

Unemployment Rate
(Percent of Work Force) . . 

Avg. Weekly Hrs. in Mfg. (Hrs.)
FINANCE AND BANKING

Member Bank Loans...............
Member Bank Deposits . . . 
Bank Debits**...................

FLORIDA
INCOME

Manufacturing Payrolls . . . 
Farm Cash Receipts...............

EMPLOYMENT
Nonfarm Employment . . . .

Manufacturing................
Nonmanufacturing............

Construction................
Farm Employment................
Unemployment Rate

(Percent of Work Force) . . 
Avg. Weekly Hrs. in Mfg. (Hrs.)

FINANCE AND BANKING
Member Bank Loans................
Member Bank Deposits............
Bank Debits**......................

GEORGIA
INCOME

Manufacturing Payrolls . . . . 
Farm Cash Receipts............

EMPLOYMENT
Nonfarm Employment . . .

Manufacturing ...................
Nonmanufacturing ............

Construction...................
Farm Employment ...............
Unemployment Rate

(Percent of Work Force) . . . 
Avg. Weekly Hrs. in Mfg. (Hrs.)

FINANCE AND BANKING
Member Bank Loans................
Member Bank Deposits . . . . 
Bank Debits**......................

LOUISIANA
INCOME

Manufacturing Payrolls . . . 
Farm Cash Receipts................

EMPLOYMENT
Nonfarm Employment . . .

Manufacturing ...................
Nonmanufacturing................

Construction...................
Farm Employment...................
Unemployment Rate

(Percent of Work Force) . . . 
Avg. Weekly Hrs. in Mfg. (Hrs.) .

FINANCE AND BANKING
Member Bank Loans*............
Member Bank Deposits* . . . . 
Bank Debits*/**......................

MISSISSIPPI
INCOME

Manufacturing Payrolls . . . . 
Farm Cash Receipts................

120.6 121.7
112.8 118.3
124.2 123.3
137.5 143.4
115.6r 125.Or

EMPLOYMENT
Nonfarm Employment 

Manufacturing . . 
Nonmanufacturing . 

Construction . . 
Farm Employment . .

Latest Month
One

Month
Ago

Two
Months

Ago
One
Year
Ago

Feb.
Feb.

9.4
39.1

8.7
39.6

7.8
38.9

5.5
41.2

Feb.
Feb.
Feb.

267
212
293

270r
209r
277r

265
208
281

245
201
238

Feb.
Jan.

177.6
229

180.7
158

181.2
222

180.8
163

Feb.
Feb.
Feb.
Feb.
Mar.

150.1
117.9
156.2
167.9 

80.8r

150.7
120.9
156.4
170.5 

75.3r

148.5 
122.3
153.5 
176.0
77.2r

155.2 
127.6 
160.5
221.3 
84.3r

Feb.
Feb.

8.9
39.3

8.5
39.1

8.3
39.2

4.7
40.7

Feb.
Feb.
Feb.

308
241
295

306r
239r
288

311
238
310

303
240
302

Feb.
Jan.

150.5
244

157.3
280

159.2
355

167.6
256

Feb.
Feb.
Feb.
Feb.
Mar.

125.8
97.8

138.7
132.0
104.0

127.5
101.4
139.4
135.4
104.6

127.5
103.7
138.4
139.1
99.0

131.3
112.7
139.8
150.0
117.1

Feb.
Feb.

9.5
38.3

10.4
38.5

8.5
38.6

4.9
40.7

Feb.
Feb.
Feb.

256
190
326

264r
189r
343r

265
189
340

265
182
302

Feb.
Jan.

170.2
346

172.6
176

171.2
261

157.6
203

Feb.
Feb.
Feb.
Feb.
Mar.

121.2
108.0
123.9
108.9
102.5r

121.1
108.1
123.9
110.4
102.7r

119.0
106.0
121.7
103.8 

64.5r

119.4 
110.1 
121.3
100.5 
93.8r

Feb.
Feb.

8.8
39.6

8.4
40.3

6.9
40.6

7.4
40.6

Feb.
Feb.
Feb.

253
201
253

253r
203r
245

256
196
247

244
186
206

Feb.
Jan.

194.2
329

196.0
233

177.4
179

193.8
350

Feb.
Feb.
Feb.
Feb.
Mar.

.128.3 
121.1 
131.5 
150.2 
86.2r

130.0
124.1
132.7
144.7 

85.2r

127.9 
117.8 
132.6 
133.0 

84.6r

130.0 
133.8 
128.3 
151.5 
92.lr
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Latest Month
One Two One 

Month Months Year 
Ago Ago Ago

Unemployment Rate
(Percent of Work Force)............ Feb.

Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Feb
FINANCE AND BANKING

Member Bank Loans*...................Feb.
Member Bank Deposits*................Feb.
Bank Debits*/**............................ Feb.

TENNESSEE
INCOME

Manufacturing Payrolls...................Feb
Farm Cash Receipts......................Jan.

6 .9
37.6

263 262r 
215 214r 
237 270r

171.1
184

173.9
176

263
218
262

171.8
195

3.9
39.6

266
219
226

173.0
193

One Two One
Month Months Year

Latest Month Ago Ago Ago

Nonfarm Employment...................Feb. 126.7 127.8 126.3 128.9
Manufacturing ......................... Feb. 109.5 112.4 111.4 120.4
Nonmanufacturing......................Feb. 136.3 136.3 134.6 133.6

Construction......................... Feb. 146.0 151.2 143.3 139.5
Farm Employment.........................Mar. 89.8r 93.6r 94.0r 91.4r
Unemployment Rate

(Percent of Work Force)............ Feb. 7.9 8.0 6.3 4.6
Avg. Weekly Hrs. in Mfg. (Hrs.) . . . Feb. 38.9 38.9 38.8 40.1

FINANCE AND BANKING
Member Bank Loans*...................Feb. 287 282r 281 257
Member Bank Deposits*................Feb. 220 218r 212 201
Bank Debits*/**............................ Feb. 262 269 277 240

tPreliminary data r-Revised

EM P L O Y M E N T

*For Sixth District area only; other totals for entire six states

Note: All indexes: 1967=100.

**Daily average basis N.A. Not available

Sources: Manufacturing production estimated by this Bank; nonfarm, mfg. and non mfg. emp., mfg. payrolls and hours, and unemp., U.S. Dept, of Labor and cooperating 
state agencies? cotton consumption, U.S. Bureau of Census; construction contracts, F. W. Dodge Div., McGraw-Hill Information Systems Co.; farm cash receipts and 
farm emp., U.S.D.A. Other indexes based on data collected by this Bank. All indexes calculated by this Bank.
’Data benchmarked to June 1971 Report of Condition.

D e b i t s  t o  D e m a n d  D e p o s i t  A c c o u n t s

I n s u r e d  C o m m e r c i a l  B a n k s  i n  t h e  S i x t h  D i s t r i c t

( I n  T h o u s a n d s  o f  D o l l a r s )
Percent Change Percent Change

Feb.
1975
from

date 
2 mos. 
1975

Feb.
1975

Jan.
1975

Feb.
1974

Jan.
1975

Feb.
1974

from
1974

STANDARD METROPOLITAN 
STATISTICAL AREAS'

Birmingham . . . .  4,645,431 5,159,319 3,855,064 -10 +21 + 21
Gadsden . . . . 92,610 109,386 92,383 -15 + 0 + 4
Huntsville . . . 382.379 423,487 282.936 -10 + 35 + 26
Mobile ............ 1,290,407 1,536,766 1,027,830 -16 +26 +29
Montgomery . . . 700,792 749,579 599,435 -  7 + 17 + 13
Tuscaloosa . . . 244,068 275,077 216,486 -11 + 13 + 8
Bartow-Lakeland-

Winter‘Haven 842,364 975,636 778,850 -14 + 8 + 8
Daytona Beach . . 407,587 496,635 354,803 -18 + 15 + 14
Ft. Lauderdale- 

Hollywood . . 1,845,823 2,126,909 1,915,772 -13 _ 4 -  6
Ft. Myers . . . . 402,505 495,626 405,943 -19 -  1 + 4
Gainesville . . . 256,353 321,841 255,312 -20 + 0 + 6
Jacksonville . . . . 4,432,766 4,931,473 5,067,000 -10 -13 -  4
Melbourne

Titusville-Cocoa 405,176 562,279 404,402 -28 + 0 + 9
Miami ............ . 6,818,037 8,125,198 7,115,226 -16 -  4 -  0
Orlando............ . 1,479,553 1,659,738 1,546,459 -11 -  4 -  4
Pensacola . . . 491,078 546,182 392,701 -10 + 25 + 22
Sarasota . . . . 543,409 694, &40 547,687 -22 -  1 + 4
Tallahassee . . . 789,750 841,418 1,134,812 -  6 — 30 -18
Tampa-St. Pete . 3,843,059 4,728,593 3,950,371 -19 -  3 -  0
W. Palm Beach . 1,202,516 1,462,795 1,214,287 -18 -  1 -  0
Albany ............ 177,289 229,292 179,405 -23 -  1 + 3
Atlanta............ . 17,650,539 20,619,620 16,621,404 -14 + 6 + 4
Augusta . . . . 626,090 553,999 546,666 + 13 + 15 + 1
Columbus . . . . 430,472 476,606 409,826 -10 + 5 + 1
Macon ............ 737,880 818,720 648,979 -10 + 14 + 17
Savannah . . . . 874,776 923,681 508,151 -  5 + 72 + 62
Alexandria . . . 269,735 322,628 249,358 -16 + 8 + 9
Baton Rouge . . . . 1,867,714 2,175,570 1,288,059 -14 +45 +48
Lafayette . . . . 354,263 433,451 263,991 -18 +34 + 34
Lake Charles . . 301,082 312,578 227,050 -  4 +33 + 19
New Orleans . . . . 5,005,252 5,763,906 4,324,051 -13 + 16 + 16
Biloxi-Gulfport . . 263,634 285,940 213,559 -  8 +23 + 18
Jackson ............ 1,671,621 2,005,637 1 411,026 -17 + 18 + 20
Chattanooga . . . . 1,181,349 1,405,563 1,292,265 -16 -  9 -  8
Knoxville . . . . . 1,478,845 1,756,844 1,363,017 -16 + 8 + 14
Nashville . . . . . 4,001,183 4,749,320 3,534,234 -16 + 13 + 18

OTHER CENTERS
Anniston . . . . 114,109 129,328 95,928 -12 + 19 -t-18

Feb.
1975
from

date 
2 mos. 
1975

Feb.
1975

Jan.
1975

Feb.
1974

Jan.
1975

Feb.
1974

from
1974

Dothan . . . . . . 167,775 195,790 170,709 -14 -  2 -  2
Selma............ 72,044 86,738 78,064 -17 -  8 -17

Bradenton . . 202,926 246,381 192,273 -18 + 6 + 9
Monroe County . . . 123.950 132,675 123,301 -  7 + 1 + 3
O c a la ............ . . 204,966 208,706 191,212 -  2 + 7 -  2
St. Augustine . . 34,570 41,091 47,163 -16 -27 -28
St. Petersburg . 886,883 1,131,309 931,287 -22 -  5 -  2
Tampa . . . . 1,921,394 2,362,848 1,845,071 -19 + 4 + 9

Athens . . . . . . 136,496 177,364 143,043 -23 -  5 + 4
Brunswick . . . . . 122,678 139,204 91,096 -12 +35 +30
Dalton . . . . . . 149,585 163,898 177,815 -  9 -16 -17
Elberton . . . . . 22,376 24,698 W,702 -  9 + 14 + 7
Gainesville . . . . 147,080 185,909 139,815 -21 + 5 + 9
Griffin . . . 70,399 74,583 68,771 -  6 + 2 -  7
LaGrange . . . . . 37,913 40,207 43,378 -  6 -13 -12
Newnan . . . . . . 41,240 56,676 49,616 -27 -17 -11
Rome............ . . 137,084 141,234 127,908 -  3 + 7 + 1
Valdosta . . . 95,203 119,046 94,923 -20 + 0 + 11

Abbeville . . . 16,899 20,586 13,459 -18 +26 + 11
Bunkie . . . . 13,173 18,609 9,925 -29 +33 +32
Hammond . . . 102,448 109,749 82,475 -  7 +24 +22
New Iberia . . . 82,902 96,299 55,359 -14 +50 +35
Plaquemine . . 28,336 34,145 19,061 -17 +49 +27
Thibodaux . . . 57,001 72,700 32,958 -22 +73 +58

Hattiesburg . . 140,237 145,378 111,252 -  4 +26 + 17
Laurel . . . . 79,055 80,112 69,042 -  1 + 15 + 4
Meridian . . . 119,928 139,390 111,826 -14 + 7 + 8
Natchez . . . . 55,847 65,403 51,169 -16 + 9 + 14
Pascagoula- 

Moss Point 177,522 163,698 176,287 + 8 + 1 + 5
Vicksburg . . . 70,659 86,853 75,576 -19 -  7 -11
Yazoo City . . 31,527 68,121 42,690 -54 -26 -  1

8ristol . . . . 122,799 148,638 103,862 -17 + 18 +25
Johnson City . . . . 159,858 164,866 142,654 -  3 + 12 + 1
Kingsport . . . 264,696 314,053 245,346 — 16 + 8 + 7

DISTRICT TOTAL . . 83,155,296 96,814,700r 77,130,218 -14 + 8 + 9
Alabama . . . . 10,687,096 11,683,676r 8,666,450 -  9 + 23 +22
Florida . . . . . 26,059,843 30,748,653 26,592,372 -15 -  2 + 0
Georgia . . . . . 24,152,518 28,051,463 22,356,190 -14 + 8 + 7
Louisiana' . . . . 9,351,064 10,777,860 7,601,000 -13 +23 +23
Mississippi- . . . 3,123,000 3,935,571r 2,974,665 -21 + 9 + 10
Tennessee* . . . 9,781,775 11,617,477 8,939,541 -16 + 9 + 13

■Conforms to SMSA definitions as of December 31, 1972.
D̂istrict portion only, 
r-revised
Figures for some areas differ slightly from preliminary figures published in "Bank Debits and Deposit Turnover" by Board of Governors of the Federal Reserve System.
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D i s t r i c t  B u s i n e s s  C o n d i t i o n s

*Seas. adj. figure; not an index 
Latest plotting: Feb., except mfg. production, Dec., and farm cash  receipts, Jan.

farm Cash Receipts

W m m m m

T h e  S o u th e a s t' s  e c o n o m i c  e b b  c o n t i n u e s .  J o b  lo s s e s  w e r e  w i d e s p r e a d  a n d  u n e m p l o y m e n t  r o s e .  D e s p i t e  
m o n t h - l o n g  a u t o m o b i l e  r e b a t e  p r o g r a m s ,  c o n s u m e r  i n s t a l m e n t  c r e d it  o w e d  t o  b a n k s  d e c l i n e d .  C o n s t r u c t i o n  
a c t i v i t y  r e m a i n e d  d e p r e s s e d .  B a n k  d e p o s it s  g r e w .  A g r i c u l t u r a l  p r ic e s  c o n t i n u e d  t o  f a l l ,  b u t  f a r m  b o r r o w i n g  
in c r e a s e d  as in t e r e s jl r a t e s  d r o p p e d .

. ■ *

T h e  n u m b e r  o f  p e o p l e  h o l d i n g  j o b s  d e c l i n e d  in  
F e b r u a r y ,  r a is in g  t h e  u n e m p l o y m e n t  ra te  f o r  t h e  
s ix t h  c o n s e c u t i v e  m o n t h .  J o b  lo s s e s  w e r e  r e p o r t e d  
in  e v e r y  s ta te  e x c e p t  L o u is ia n a ,  w h e r e  to ta l e m p l o y 
m e n t  h e ld  s t e a d y .  T h i s  r e v e r s e d  t h e  p r e v i o u s  
m o n t h ' s  s l ig h t  g a in s  in  D i s t r ic t  e m p l o y m e n t .  D e 
c lin e s  w e r e  w i d e s p r e a d  in  m a n u f a c t u r i n g  a n d  in  
t h e  c o n s t r u c t i o n  a n d  t r a d e  s e c to rs ,  w h i l e  s e r v ic e s  
a n d  s ta te  a n d  lo c a l g o v e r n m e n t s  p r o v i d e d  t h e  o n l y  
j o b  g a in s . F a c t o r y  h o u r s  w o r k e d  w e r e  d o w n  a ft e r  
t w o  m o n t h s  o f  s t a b i l i t y ,  c o n t r i b u t i n g  t o  a d r o p  in  
m a n u f a c t u r i n g  p a y r o l ls .

C o n s u m e r  in s t a lm e n t  c r e d i t  o w e d  t o  b a n k s  d e 
c l i n e d  f o r  t h e  f if t h  c o n s e c u t i v e  m o n t h .  R e p a y m e n t s  
a g a in  le d  n e w  e x t e n s i o n s  o f  c r e d it  in  a ll l e n d i n g  
c a t e g o r ie s .  E x t e n s io n s  o f  a u t o m o b i l e  c r e d i t  s t r e n g t h 
e n e d  in  F e b r u a r y  as a r e s u lt  o f  r e b a t e  p r o g r a m s ;  
b u t  d e s p it e  th is  s t im u lu s ,  c o n s u m e r s  c h o s e  t o  r e 
d u c e  t h e ir  in s t a lm e n t  d e b t  o b l i g a t io n s  t o  b a n k s . 
A  la rg e  in c r e a s e  in  n e w  a u t o  r e g is t r a t io n s  c o n f i r m e d  
e a r l ie r  s ig n s  o f  a n  u p s u r g e  in  a u t o  m a rk e ts .  D e p a r t 
m e n t  s t o r e  sa le s  in  J a n u a r y  s h o w e d  m o r e  t h a n  a 
n o r m a l  s e a s o n a l d e c l in e .

T h e  v a l u e  o f  c o n s t r u c t i o n  c o n t r a c t s  d r o p p e d  in  
F e b r u a r y .  D e c l i n e s  w e r e  r e c o r d e d  in  b o t h  re s id e n t ia l  
a n d  n o n r e s i d e n t i a l  s e c to rs . T h e  v a l u e  o f  r e s id e n t ia l

c o n t r a c t s  w a s  t h e  l o w e s t  s in c e  1 9 6 7 . M o r t g a g e  i n 
te r e s t  ra te s  d r o p p e d  f u r t h e r ,  a n d  t h e r e  w e r e  r e c o r d  
d e p o s i t  i n f l o w s  a t s a v in g s  a n d  lo a n  a s s o c ia t io n s .

D e m a n d  d e p o s i t s  p o s t e d  a  s i z a b l e  g a in  t h r o u g h  
la te  M a r c h ,  t h e  f ir s t  s in c e  e a r l y  la s t  s u m m e r .  B a n k s  
h a v e  s t e p p e d  u p  t h e ir  p u r c h a s e s  o f  s e c u r it ie s ,  p a r 
t i c u la r l y  s h o r t -  a n d  m e d i u m - m a t u r i t y  T r e a s u r y  
c o u p o n  is s u e s , m u n i c i p a l  b o n d s ,  a n d  F e d e r a l  a g e n c y  
is s u e s . B a n k  l e n d i n g ,  h o w e v e r ,  r e m a in s  g e n e r a l l y  
w e a k  d e s p it e  a p ic k u p  in  la r g e r  b a n k s '  lo a n s  t o  re ta il 
t r a d e  a n d  s e r v ic e  f ir m s .

P r ic e s  r e c e i v e d  b y  f a r m e r s  d e c l i n e d  a g a in  in  
M a r c h ,  a c c o r d i n g  t o  p r e l i m i n a r y  d a ta . F a r m  c a s h  
r e c e ip t s  d r o p p e d  f r o m  1 9 7 4  l e v e ls  in  f o u r  o f  s ix  
D i s t r ic t  s ta te s, b u t  in c r e a s e s  in  F lo r id a  a n d  L o u is ia n a  
m o r e  t h a n  o f f s e t  d e c l in e s  e l s e w h e r e .  B r o i l e r  p la c e 
m e n t s  w e r e  u p  d u r i n g  M a r c h ,  t h o u g h  w e l l  b e l o w  
y e a r - a g o  le v e ls .  G e o r g i a  p o r k  p r o d u c e r s  r e d u c e d  
t h e  w i n t e r  q u a rte r' s  p ig  c r o p  b y  3 0  p e r c e n t ,  a n d  
p la n n e d  f a r r o w i n g s  t h r o u g h  t h e  s p r i n g  a re  o n e - f i f t h  
b e l o w  y e a r - a g o  le v e ls .  N e w  m o n e y  l o a n e d  b y  fa r m  
c r e d i t  a g e n c ie s  o p e r a t i n g  in  th is  D is t r i c t  w a s  u p  
s h a r p l y  in  F e b r u a r y ,  e x c e p t  in  a re a s  o f  c o n c e n t r a t e d  
c o t t o n  p r o d u c t i o n .  O n e  m a j o r  l e n d e r  r e d u c e d  i n 
te re s t  ra te s  f u r t h e r ,  b r i n g i n g  s h o r t - t e r m  ra te s  d o w n  
2 .2 5  p e r c e n t  f r o m  t h e  p e a k  in  la te  1 9 7 4 .

N O T E: Data on w h ich  s ta te m e n ts  are  b ased  have  been a d ju ste d  w h e n e v e r p o ss ib le  to e lim in a te  se a so n a l in f lu e n c e s .
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