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. April 2, 1975
John T. Dunlop

BEHIND THE AGGREGATE UNEMPLOYMENT RATE —-

" The Importance of Structure

It is important to recognize that the aggregate
unemployment measure reflects not merely general develop-
_ments in the society and economy, but also separate de-

velopments in individual groups and reglons.’ In this
regard, the structure of unemployment is more informative
and useful for private and public policies than any single
aggregate number. Moreover, the structure of unemployment _
tends to change over . the course of cyclical economic act1v1ty
as. well as over the longer term of a decade or two.

In dealing w1th this subject thls memorandum is

~ divided in three parts. The first presents an overview of
cycllcal and trend effects for. demographic and geographlcal -
groupings. ' The second suggests the effect of selected
policies on unemployment at the disaggregated level and -
points out that specific policies may be focused upon par--
ticular groups. The third part emphas1zes the- magnltude

of flows in and out of the labor force. '

I. Demographlc and Geographlc Changes in the Structure
of Unemployment

) Demographlc Changes

Table 1 presents data on unemployment for.various. age,
race -and sex groups for selected years beginning in 1958 and
- ending with the seasonally adjusted figures for February 1975.4
(Many other cohorts or groupings could be selected.) The par-‘
. ticular years chosen provide a perspectzve on the experience
of past recessions and allow an ana1y51s of 1onger—run structural
_trends. : : o :

L

. The pattern-of unemployment’by'demographic'group is quite
" mixed. Adult males have experienced a lower unemployment rate

in this recession relative to the entire population. Part of
this change is due to a decline in the labor force participation
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of those adult males whose unemployment’ rates have been

among the highest. Adult female unemployment has risen
relatively in this recession, especially among white women,
whose labor force participation has increased appreciably .
over the years. (The participation rate of white women Lo

'increased from 35.5 to 44.4 percent in the: period 1958 to

1974. There was virtually no increase among women'of
other races.) Teenage unemployment, especially among'blacks,,
has Jumped rapidly.. - -

Geograﬁhlcal Dlstribution

Tdble'z llsts some stetistics on the distribution of -

- unemployment across the 9 major regions defined by the Bureau~

of the Census. Column three indicates the coefficient of
variation, a measure of the relative dispersion of unemploy—
ment; higher values of this statistic indicate greater dis-
persion. Historically, regional dispersion decreases during

 recession, and it is likely that data for 1975, when they

become available, will show less dxspersxon than in 1973.°

Although-a cyclical decline-in dispersion_is expected, there

has also been a trend toward increased regional dispersion of -

" unemployment over the last 15 years. A comparison of 1963 and

1973, two years when average unemployment rates were roughly

'>equa1, shows much greater dispersion in the latter year.

Regions with high unemployment, especially New England, the
Mid-Atlantic states and the Pacific Northwest, have borne

"ian increasing s hare of the nation s unemployment since the
‘_early 1960°'s. : :

. Thus, more - attentlonmproperly could be focnsed on the
structure of unemployment with a brief table identifying key
groups or cohorts accompanying discussions of the aggregate
level of unemployment. Table 3 is illustrative for February
1975 (seasonally adjusted) with comparisons made for earller
years.. : o -

IT. The Effect of Some General Polleles on the Structure
of Unemployment o R ‘

How can a disaggregated appxoadh to the unemployment
prdblem contrlbute to economic pollcy? The models used by ‘
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economic forecasters are capable of producing estimates

of the likely impact of- various tax and expenditure :
- policies on the aggregate unemployment rate. Slmilarly.v ,
they can tell us what effect any particular monetary

policy change may have on aggregate behavior. waever.
they do not ordlnarily tell us how these changes will
affect the various demographic groups and local labor
forcea that make up the'total c1vilian labor force.

- Personal Income Tax Reduction .

as an example, consider a cut in.personal income
taxes of $10 billion. The best estimates suggest that this
would create 600,000 new jobs within one year after its

‘ ]enactment, it means that the total unemployment rate would

‘be lowered by 0.7 percentage points from what it otherwise . -
would have been. Nevertheless, the forecast tells us nothing
about the groups or regions that would benefit partlcularly -
from- the job creatxon',a ,

A tax reﬁuctlon in one form may stlmulate relatlvely
more consumer durables and . housing while in another form the
influence may be greater on non—durables. Each of these -
patterns may influence employment differently in various
occupatxons, 1ndustries and regions of the country.’

Z“Public Serv1ce Emplovment

Job creatlon through expanded publlc servxce employ-- .
ment is another general policy whose direct effects on
aggregate unemployment can’ be predicted by general models. .
Each $1 billion of additional spending on public service
employment is estimated to fund slightly over 100,000 jobs.e
'~ Moreover, a program that shares revenue nearly evenly among
the many state and local government units would affect
-unemployment rates across regions more or less uniformly.'- ,
Changes in unemployment by occupation and age—race~sex groups
f'would not be “so even. however.,- , -

Experience under the Emergency Employment Act of 1971
shows that the public service :jobs created were filled dis-
proportionately by more educated members of the unemployed
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- population. Public Service Employment is also likely to
have a greater effect on adult unemployment than on the
unemployment of youths. Moreover, to the extent public
service employment is used to recall ‘public employees
recently laid off, it offsets favorable effects on other
industries. Table 4 shows that public employees currently -
have the lowest: unemployment rate of any major 1ndustria1 '
group; additional spending on public ‘service employment -
would to this extent tend to reduce unemployment in an.
industry where it xs already relatively low. ST

-

Investment Tax Credit Increase ‘

‘Increasing the investment tax credit is another e
general economic stimulus that will lower the aggregate - -

" unemployment .rate. Here too, -the direct effects will focus:
~on certain industries, localitxes and age-race-sex groups. . ,
Employment in cap1ta1 goods industries, directly increased .
by this policy, is centered among adult males and in the L
North. Central and Mid-Atlantic regions.  The direct effects .

- of the increase -in capital goods spending generated by the .
higher investment tax credit will not aid those workers, |

' teenagers and some adult women, whose employment is concen-
trated more in the service industries than in the goods
‘producing industries. Their employment will eventually""”

- benefit from the multiplier effects of spending generated
by this policy, but Wlth a substantlal lag. ' .

Summagg

S .As these three examples show, general macroeconomic o
measures have different effects on unemployment by reglon.,‘-,‘
demographic group and industry, and these effects vary further.
with the specific policy followed. There is no question that
all the policies discussed can reduce the total unemployment -
rate, but attention needs to be directed to their lmpacts on f

' the structure of unemployment as well.r o : o

Further. in some instances it may he apprcpriate to
direct particular economic or social policies to particular jf
groups of the unemployed. Thus, the problems of youth unem-f7'
ployment may be approached by special summer youth programs:
or by more long-term measures designed to improve the transition -
between school and work. ' The unemployment problems of this

group may be as much a functlon of the educational system as’ :
. the labor market. - : e
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IIX 4 Flows in the Labor Force

| Table 5 Presents recent data in‘which the non-[ o

~ institutional population is subdivided ‘into its component

parts: . the armed forces, the civilian employed and .
unemployed (the civilian labor force), and those outside

the labor force. The Table shows that changes in employment
and unemployment need not be made up of egual and opposite
movements. Thus, comparing October 1973 to the average of
1974, unemployment rose by 1 .313,000 whzle employment stayed

’essentxally unchange&. ’

0y - The thlrd row from the bottom in Tﬁble 5 shows the :

net changes in the components of the population by employment

 -status. These ‘net changes represent only a tiny fraction

of each component, and result from gross flows of people

.into and out of the labor force, between employment and

unemploymentem‘Thevlast_two,xows,pmesent“somemestzmateswof”

the magnitude of these flows.. - (Because the flow data are not
‘calculated on a regular basis, these are only estimates, '

but they do reflect the size of current flows that would have

occurred in a typical one-month period, based on the

average experience between 1967 and 1972.) The net change
in the labor force between January and February was a

< decrease of 236,000; -an estimated 4,673,000 people left the

labor force, while 4,437,000 entered. - Table 5 shows that

substantial numbers of -pecple-enter or leave the labor forceli"
. each month, even though only a small. netkchange 1n the
,sxze of the labor force results. : o IR



Year

1958°
1961
1965
| 1969:A
"1972

1973

11974

1975
isonally
usted)

1 Source: Bﬁr;au of Labor Statistic§ '

P oo o —— Vo

ALL
6.8

6.7

4.5

3.5
5.6
4.9

5.6
8.2

E . ————— "+ = S

2.9 4.0 134 6.0 7.5 - 26.5

TABLE 1
Civilian Unemployment Rates, Total
- and by Age, Race and Sex

.- -

White ' © - Negro and‘Other Races

' Men20+ Women20+ Teenaggis Men20+ Women20+ Teenagers
5.5 5.6  l4.4 . 12.7 9.5  27.4
s.1 5.7  15.3 11.7 10.6  27.7

1.9 3.4 -~ 1007 3.7 5.8 24.1
3.6 4.9 142 6.8 8.8 3.5
2.9 4.3 12,6 s.7. 8.2 ¢ 30.2
3.5 5.0 ¢ 14.0 6.8 8.4 _ 32.9
5.6 7.6  17.5 - 1.1 10.9 . 36.7
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»'Dispersibn'of Unempléyment Across 9 Regions

-
.-

of the United States, 1961-1973

Year Mean Unemployment Rate | Standard deviation of ~ Coeflicient of
o S Bployment rates variation (1)-(2)
v - iE @ PO :

1961...) - 6.34 .981 155
1962...1 5.33 .894" ~ .168
1963 ... 5.64 872 -«154

1964 ... 5.21 .769 .148
1965... 4.65 1.015 .218 - .-
1966 ... - 3.89 .831 $214

. 1967...1 '3.89 . . «953 245
1968 ...} 3i64 - «823 o «226 -
1969... 3.54 772 . .218
1970... 5.00 . 1.065 - 213
1971... . 5.88 - . 1.341 - «228
1972... 5.53 . 1.192. .215 .
1973... 4.93 1.041 «211

Source: Monthly Labor Review, March 1975 p. 5.




" Agdregate

Inemployment Rate .

[ .
-

\dult Men 20+

\dult Women 20+*f:f?‘

‘eenagers

lousehold Heads .

‘a1l Time Workers ' = '

"hite Workers

.lack Workers - S

verage -Duration .. ..

- in Weeks .

:nsured Unemployﬁéht Rate 6.4

.+ NC denotesfthat'ﬁhq series was not collected'in that year,

——— 2

Ne

1958

6.8

6.2

6.1
15.9
Ne

6.1

L 12,6

13.9

TABLE 3F

Civilian Unemployment Rates- \

61

6.7

NC

- INC
. -6(0
12.4

5.7
6.3
16.8

15.6

4.5

3.2
4.5

4.2

8.1

3.0

065

14.8
2.8

4.1

1l1.8

3.5

3.7
12,2

3.1
3.1

7.9

2.1

UTY

2.1

1.8

6.4

12

5.6

4.0
5.4
16.2
3.3
5.1
5.0
10,0

12v0

3.5

4.8
14.5

4.3

2.7

3

4.9
3.2

2.9

4.3
8.9

10.0

: mg

5.6

3.8

| 3.6

5.5

16.0
43;3',
KRN
5.0 -
9.9

9.7

l .
I

Oct. 1§7§z'

’ 4.6

3.0

4,5
14,1
'2.7; |
4

a1

8.4 -

10.1°

19,9

o 7‘4‘T
$  13;$

Feb, 1975 .

'8v2 :
6.2
8.1

5.4
745 -

11,7

‘.5_?.1" -




TABLE 4 i

'ﬂ"

Uhemployment RatéS'by,Industry

tion - Wholesale and  Finance and . Goverrment -

i

' . ~ Transporta
Industry Mhﬂng metnnmun Mmm@u&wdng and Public Utilities = Retail Trade Services
Year | | '
1958 || 11.0 | 15.3 9.3 6.1 6.8 5.1 2.5
1961 {111 | 15.7 7.8 5.3 7.3 5.5 2.5
1965 || 5.4 | 0.1 4.0 2.9 5.0 4.1 1.9
1969 29 | 60 3.3 2.2 4.1 3.2 1.9
1972 3.2 | 1003 5.6 3.5 . 6.4, 4.8 2.9
1973 2.9 f,a.a 4.3 3.0 5.6 4.3 2.7
1974 2.9 | 10.6 5.7 3.2 6.4 4.6 3.0
1975 4.8 | .15.9 11.0° 5.2 8.0 6.5 3.6
sonally e , _ o
usted) . : : :
Source: Bureau of Labor Statistics N




| .. TABLE 5

Ldbor4Fofce'¢omponent3”(in'thousands)*

Non-Inst1tut10na1 = Armed Forces + Employed+Unemployed + Out31ae Labor

Population e . ' {civiliam Labor . . Force
(16 years ' S _v.,_  . Force) - R
and over) - - e : -
oct. 1973 149,000 = 2,289 + 85, 994 + 3,763 + 56,955
1974 -~ 150,827 = 2;228.{ 85,936 + 5,076 + 57,587
Coo T T (5 6%) .
. .Jan. 1975 - ° 152,230 = 2,193 + 82,969 + 8,180 + 58,888
R SRR NCE R
Feb. 1975 = 152,445 = 2,199 + 82,604 + 8,309 + 59, 333
| R (820
Net change .- 215= - 6 - 365+ 129 + 445
(Jan. to Feb ). b ' , .
Gross flows (Jan. to Feb.) _ - '
' Into labor force A +4,437
Out of labor force - . -4,673

. Qe All unemployment rates are seasonally adJusted._-

b. Estlmated from R.- Smlth, “The Dlscouraged Wbrker in a Full
Employment Economy,” Urban Institute Wbrk;ng,Paper 350-62;
and Bureau of Labor Statistics, various publications.





