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DEFINING THE RELATIONSHIP BETWEEN

UNITED STATES AND INDIANA UNEMPLOYMENT




CHAPTER 1: INTRODUCTION

fiach state OF region within the United states has certain
unique and distinct characteristics that cause ibs economic

performance tO vary from that of the nation as 2 whole. Unem-
ployment rates, ag summary measures of anutilized manpower re-
sources, frequently gerve as 8 gauge of the general economic

aituation and 1t is a well documented fact
that unemploymend is not evenly distributed throughout the nation.
For example, a1lthough 5@% of the 1abor force is concentrated in

th central reglionsg, they account for only

the northeast and nor

1 s . ‘
recent years. This thesis focuses

16% of the un@mplcyment in
nd pehavior ©
ed to contrasting performanoe by the

on the measurement a f unemployment in Indiana, with

particular attention gevot

State'!s economy with that of the nation as & whole.
pe made concerning the extent and the

A determination will
e unemploymon

re from July 195

t rate in 1ndiana has differed

manner in which th
I to pecember 1970.

from the United gtates T8

gure of thes
son of the distributions comprised by

A quantitative me a e differences will be developed

by a statistical compari
monthly total unemployment figures for Indiana and the United

States.
This requires 2@ thorough examination of the differing tech-
e unemployment rates for Indiana and the

niques used tO estimal

M B e »
1 Lehwab nunemployment by Region and in the 10 Largest
Paul M, SCOUE 1y Lavor ROVICH: genuary, 1970, p. > ©

states", Monthl



United States. In order to supplement and verify the compara-

bility of total unemployment rates, the same statistical calcula-

tions will be performed on the State and national insured un-

employment rates.

once the differences in unemployment behavior in the two
labor markets have been clearly established, the analysis will
be carried further bY drawing conclusions or inferences as to

for differences indicated by the analysis.

the causal factors
The ultimate justification fop such an inquiry should be
the potential future penefits to be reaped through redirection

of economic forces as a presult of the knowledge gained. Deeper
understanding of pas?t prelationships should increase the predict-
ability of Indiana's 1abor markeb and serve as a guide to policies

aimed at improving future performance.



CHAPTER 2: THE CONCEPT OF UNEMPLOYMENT

In any measure of unemployment, definitions and adjustments
are of critical importance. Pursuant to evaluating the compar-
ability of unemployment rates determined by differing procedures,
the following factors should be congidered:

1. The methods used to obtain the =tatistical informntion
on which the rate is based.

2, The definitions of employment and unemployment used to
establish labor force status.

3, Adjustments performed to reduce the statistical bias intro-
duced as a result of 2 particulsar approach to unemployment

me ssurement .

Since this study is concerned with total unemployment rates

for Tndiana and the United States and with insured unemployment

rates, separate attention will be given to the definitions and

ad justments outlined for measuring unemployment in each of these

canes,

Total United States Unermployment Rate

The United States unemployment rate riost commonly published

and cited by economists is the one computed each month by the

Bureau of Labor Statistics. It is o measure of the percentage

of the total labor force that is unemployed and heretofore will

be referred to as the "total United States unemployment rate’.

The household survey of unemployment ia conducted sach
Sth
2

month during the week which includes the 1 of" the month by

the U. 8. Census Bureau. The information collected is then used

by the Bureau of Labor statistics of the Department of Labor to



I

determine the total monthly unemployment rate for the United

States,

The survey encompasses 50,000 households each monthl, but
information is supplied by an average of only 39,250. Approx-
imately 20% do not respond for assorted reasons such as refusal
to be interviewed, occupants not found at home, occupants have
moved, or the interviewer is unable to reach an address because
of bad weather. The interviewer makes inquiry concerning the
ermployment activities of all civilian household personnel of age
sixteen or beyond -during the survey week.2

The household survey considers the civilian labor force status
of persons sixteen years old and older to include the unemployed
plus all employed wage and salary personnel, domestic and service
employees, and the selfl employed. This concept includes aliens
as well as United States citizens provided the alien does not
reside in a foreign embassy.

The -essenceé: of the household survey definition of un-
employment is that of an individual who is currently available for
employment and who has actively searched for employment within
the period four weeks prior to the survey date. In addition,
members of the labor force who are laid off and waiting to be
called back to work, but not currently working at another job,

L

are considered unemployed.

1 U. 8. Dept. of Labor, Bureau of Labor Statistics, Employment
and Earnings, September, 1971, p. 138.

2 1Ibid, p. 138.
3 Ibid, p. 138.
L, Tbid, p. 139.
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411 persons employed in full-time jobs (LO hours or more
per week) are conzidered employed ag one might surmise. In
addition, workers absent from work during the survey week for
rensons such as vacation, voluntary leave of absence, strike, or
illness, are counted 23 employed. LEven workers holding part-
time jobs are considered employed no matter how few hours per
week they work. The part-time Job rule also applies even iI the
worker receives no pay in the case where the worker is a family
member working for a family owned business at least 15 hours
per week.l Therefore, even if a part-time worker is seeking
full-time employment due to the inadequacy of a part-time job,
such sn individual is not considered unemployed. Thus, the basic
definition of employment describes a person who is working
either part or full-time during the survey weel or who is absent
from work for some voluntary and legitimate reason other than
job resignation for the purpose of seeking another Jjob.

The sample included in the household survey does not per-
fectly represent the population of the United states nor its
labor force as determined by the Census Bureau. Therefore,
in order to minimize bias introduced by deviations in the sample
data with respect to distribution by age, race, sex, occupation
and other important characteristics, statistical corrections
are made by the Bureau of Labor Statistics in determining the
total United States unemployment rate from sample daba. The

only other adjustment is for seasonal variation.

1 Department of Labor, Bureau of Labor Statistics, Employment
and Earnings, September, 1971, p. 134,




and Indlang Insured Unemployment Rates

United States

Insured unemployment rates are determined each month for
overy state. & nabional insured unemployment rate is then de-

termined by compiling the statistics from all Lifty states.
The insured unemployment pote is o measure supplementary
to the total unemployment pate and 1s & peliable indicator of

yment among per

the level of unemploy song covered by the unemploy-
the insured work forco). Although

ment insurance program (1. G«

the insured unemployment pate does not encompass the total work
force, the insured uneuployment rate generally follows a pattern
quite gimilar to the total unemployment rate.l (see Appendiz A)
Obtaining the basic data to determine the ingured unemploy-
mnent rate ig pelatively utraightfoward. The Indlana Employment

Security Division has information concerning the number of claims
paid weekly as well as informatiOﬂ from establishment payroll
records concerning the pumber of employees covered by unemploy-
This information is necessarily available as

he State unemployment insurance

ment insurance.

a result of administering T

program,
nthly Indiana insured unemployment rate is determined

persons currentl

The mo
y covered by (eligible

by dividing the number of
ce benefits ijnto the number ol persons

for) unemployment insuran
who received full penefits quring the woek which includes the
19th of the month 411 other states use gimilar methods of
computation. state programs vary in coveragé. 411 states
pesearch and Statlstics

e o

. ‘e 3 on
16 Do) ent Securilty pivision, i ‘ |
1 Indiana Employm e e in Indiana, wmeple 5, Oct., L97L.

Section, Manpower TX




require reporting of sngurance information by covered employeors

of 1. or more persons. i group of 21 states which does not in-

clude Tndiana requires reporting by employers of 1 or more

persons. gelf-enployed persons, domestics, farm and rail workers
o

and government workers ape usually not covered by this unemploy-
ment insurance program. The HEmployment gecurity Amendments

Bill, passed on Wovember 13, 1969, expanded coverage to L4.5

million more WoOrkeIr's. These are large employers of farm workers,
niscellaneous service workers, employees of non-profit organiza-

tiong, and state hospital and university employees.

Tn addition to gmall firms with fewer than four employees,
Tndionsa unemployment insuranceé does not cover state, local, or
federal employees, pailroad enployees, domestics, agricultural
workers, selfnemployed or unpaid family workers, nor employees

of non-profit institutions.

The United States insured unemployment rate is a percentage
of the average covered erployment sn all states. Although
coverage is not jdentical in all states, the insured unemployment
rate is a reagsonably sound indicabor of the level of demand for
labor in the various gtates. MInoT differences in procedures
armong states are of little significance gince all state rates

esgentially the
y of covered employees.

881G delfinitions and procedures for

are based on

detormining eligibilll

wysing UT wage Reports as & Data Source™,
JULY s 1979, U. S. Department of Labor,

1 Michael E. Borus,
66-68.

view,

Monthly Labor Re ’ v
Treau of Lapor Sta istics, P




The insured labor force is limited to persons who are

eligzible for federal-state unemployment insurance which comprises

6y

1

bout 60% of the total United States civilian labor force as
defined by the household survey. This also amounts to an egs-
timated 75% of all wage and salary workers.

An unemployed person for insurance purposes 1s one who
has filed a claim and is receiving full benefits under the
State unemployment insurance program. In order to qualify for
such benefits an individual must have been unemployed from a job
with an employer who 1s covered by the 3tate program for atb

loast one weelr, and rmust be currently seeking and available

~

for employment.d
Tngured unemployment rates are based on complete information

and not on statistical sampling so the rates are adjusted only

for mensonal variation. It should be nentioned that in 2 omall

number of cases certain part-time workers may be classified as

employed by the household survey yet they are considered unemployed

by the State because they are receiving full unemployment venofite.

An exanple of this would be the case where a part-time worker

earns below a certain minimum and 1s seeking a sccond or alterna-

tive job thus making him eligible for full insurance benefits.3

1 U. 8. Department of Labor, Bureau of Employment security,
Bstimating Unemployment, March, 1960, p. 8.

2 7Ibid, p. 8.

3 U. 3. Department of Labor, Bureau of Labor Statistics,
imployment and Earnings, September, 1971, p. 130.




The net effect of gtate and federal jinsured unemployment

rates in relation to this thosig iz that United States and

Indiana insured un@mployment rates are based on cstimating
procedures which are osgentially the same. [Therefore, an implicl®
comparability in definitions and procedures exists bhetween

United States and indiana insured unemployment rates.

Total Indiana'Unemployment Rate

The insured unemploymemt rate btakes on added signifilcance
when it is related to the total Tndiana unemployment rate because
it provides a roundation for the state to esbimate the level

of total unemployment using @& seventy-step ad justment method,l
The Tndiana Employment gecurity Division publishes a total
unemployment rate por the state which ig moant to be statisbically
comparable to the total United stabes rate although United States
and Tndiana total unemploymeﬂt rates are determined by completely
L compaprigson of these two rates by statistbical

pelationship will be use

different methods.
analysis of theilr historical d as the
primary basis for concluding to what degree and in what manner
unemployment in Tndiana is a function of United States unemployment.
To achieve the same accuracy as the national household
survey, each state would have TO survey approximately 50,000
households itself to determine & state unemployment rate. The
cost of such & technique would certainly far exceed the expense
of calculating total Tndiana unenployment by the seventy-step

—————o—————

1 U. s. Department of Labor, Bureal of Employment Security,
Retimating ynemployment, larch, 1960, P- 23,
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m@thod.l The confirmation of the peliability of this cost saving
procedure is one of the objectives of this inguiry. The seventy-~

step method is & technique completely jindependent of the household
survey., It enables Tndiana to make statistical estimates of
atate work force not covered

unemployment in the portions of the 3

. ; 2
by federal-state unemployment 1NoUrance .

As previously discussed, the Tndiana Bmployment security
Divigion, as & part of ibs punction of administering the stabe
unemployment insurance PLOZL A, nas readily available bthe nuaber
of claims currently being pald as well as information concerning
the number of persons covered bY the prograil. This is used as

2 foundation for estimating total employment and unemployment
hod. Fatablishment payroll records &and

by the seventy-step meb
ed to detbermnine adjus
t rate for sebtors of the total

census dabs are us tment factors used in

red unemploymen

adjusting the insu
Tndiana work force not sncluded in the insured rate. The seventy-
step work sheet shownd in appendix B describes in detail this
cternining zobal Indiana unemployment.

state!s total unemployment rate 1is

the core definition of unemployl

technique for d
based on insured

5
o
@
E.t
)
]
[&

Si
went corresponds to

unemployment,

an individual who 18 sithout earnings, has filed an insurance
. : 3

claim, and is actively oking and available for employment.

Labor btatlstlc

1 U. 5., De artment of' Labor, pure an of
Empioyme%t and BarningS, 56ptember, 1971, p- 138.
2 U, 3 Department of Labor, pureau of Emplqyment security,
Estimating Unemployment, March, 1960, P 23,

3 Tbid, p. O-
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Persons eligible for only partial claims are not considered

unemployed. Using the insured rate as & base, the seventy-step

method adjusts the sjnsured rate with estimates of unemployment
rates among work force participants not covered by State unen-
ployment insurancé. mhese work force participants generally fall

inko the following cabegories:
1. TUnemployed persons who have exhausted theilr unemploymerd
insurance benefits.
2. TUnemployed persons who have delayed f£iling or who have
not filed insurance claims even though eligible.
3, Unemployed persons WhoO have filed claims, but wore
not eligible to peceive benefits.
l, Those unermployed who are covered by Federal or Railroad
unemployment benefits.
a result of certain circumstances
yment pesulting in their not
ment insurance such as:

Persons ineligible ad

of their previous eriplo

being covered by unemploy

5, swmall pirm workeér.

Be non-profib jpstitution worker.

S domesticoworker. ‘ )

D non—agricultural self-employed or unpaid family
worker. . .

agricultural selfu@mployed or unpaid family worker.

ocal government worker.

p re-entrant to the lavor force.

7

B.
S state or 1
G, a new entrant ©

Tndisna uses the concept of work force instead of labor
he work forc® technically consists ol persons

in the bvorders ©

force since T
employed by employers with £ the State while all
employees doO not necessarily reside within Indiana. Conversely
sore persons who reside in Indiana may pe employed in border
states, and consequently excluded from Tndianats work rorce.

The work force concept 1ends jtoelf much more readily to the
use of establishnont payroll pecords for information.
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Seasonal adjustment of the total Indiana unemployment rate
is also done by a ratio to moving average technique. The total
Indiana unemployment rate is supposedly representative for ‘
...... )
i

i

by the tobtal United 3tates unemployment rate.

sion supplied

Tobe - The Indiana Employment Security Divi
seasonally adjusted insured unemployment rates Ior 196% -
1970 and seasonally adjusted total unemployment rates tor
1960 - 1970. The remainder of the monthly unemployment rates
were seasonally adjusted using adjustment factors computed

by Professor Wilson.




,
|
]
!
{
i
!
|

13

CHAPTER 3: STATISTICAL ANALYSIS OF THE UNEMPLOYMENT DATA

The seasonally ad justed monthly unemployment rates for the
United states (household survey) were obtained from ggploymeng

usted insured unemployment

and Earnings.l The seasonally 2dj

gtatesg were compiled from Business Condltions

rateg for the United

Digest.”
The data for Indiana were obtnined through the cooperation
of the Indiana Employment gecurity pivision. Monthly total un-
960 through 1970 were seasonally adjusted

employment rates for 1

as peceived from the gtate agency, put rates for 195L through
ed in addition to the 195l through 1960

1959 had to be adjust

id justment ki were provided by the Indiana

insured data. actors
Employment gecurity pivision for insured unemployment rates,

had to be compute
a (1954—59)'

statistics b

d for the pemainder of the total

but the factors
the period used in the analysis

unemployment datb
or Indiana unemployment were

was selected because

ack throug

h the year 195, The data are listed

available only P

in Appendix A.

¢ and Their variability

Average Unemployment Rates
period, and the

nemploym@nt for the

The mean pates of u
standaprd deviatlons of the distributions wore calculated with

statistical equations:

the following st andard
: ' (equation 1)

S .S
D S S
\ "
1 U. S Dé;;;;;ent of Labor, Bureau of Labor Statistics, Em-
D fopnions end Harnings, FePTHEE 1971, p- 169:
Business conditions Digest,

2 y. 5. Department of Commerce, BU
October 1969, P-




Palgts Z
o SR -x)
P (equation 2)
| |
% el |
>y Va (equation 3) |
|

Where: Vo= e an
2 .
g“= variance
s = standard deviation
n = number of observabions of x in the distribution

(198)
The following table outlines the results of the calculations
for each distribution of unemployment rates:

Jp— v A

s

d btandard Deviations

e e e en
et et et e A el T

PARPLE l: leans an
ates Unemployment Rabes, 195470

of Tndiana and United ST

wwwwwwwwwwwwwwwwww SRR S

Uhemployment Rate X s o
total U. S. unemployment rate 4 9“ 1.11 1 05
total Tnd. unemployment rate ly.5% 2.62 1. 6g

e v e =t ~~°—4---~-‘-—----—-‘~-:-»~M v PRSI
insured U. 3. unemployment rate 3.8% 1.57 .95
nsured Ind. unemployment rate 2.8% 2.10 1.45

bt ereian
M—-.ﬂm,...._,._Mﬂ.,,....‘...m.-m.-_.,._«_..,«—_..,m_......

d to one decimal place because all

The means were rounde

were pounded to one decimal place.

monthly rates used

ase the meall ra
~tes than for Tndiana,

In each ¢ te of unomployment for the period
was higher for the United sta put the dif-

ference ia somewhat 1ess for the total unemployment than for
conversely, the Indiana rates had a greater

insured unemployment.

unemployment rates

standard deviation than the United states
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for both sets of data, but the difference was bthe greater for

Lotal unemployment. This implies that the Indiana labor market,
while exhibiting & lower average rate of unemployment over the
period studied, showed a greater degree of cyclical variability
in its unemployment patterns than did the United atabes. labor

market.,
Although the absolute differences in ¥ and s statistics
indicate that the Unibed gtates shows & higher average unemnpl oy~
% ment pate with a smaller standard deviation for poth sets of data,
| hypothesis testing 18 required to determine if these differences
are gbabistically significant.

The distribution prom which each set of statistics was taken
ig asesumed to be normal. The 7 statistic for each palr of means
| was computed to determine 1f the means an

d standard deviations

of each pair of distributions were significantly different at
f significance (cxsgs%). the following format

the 5 percent level O

was used to test the sndicabed hypotheses:
. - = T
| null hypothesis: Kind s
; . - < F
| o1 ternative hypothesis: Xsna Lus
. = M""“}_\:” o (equatiOl’l).;. )
a- -
Xue ™ Xired
% 2 G Ve 2 Vo
| &;\ - T ﬁgﬁujmtélﬁ*ﬁ> f“-“i;—- (equation5 )
- T zm-2Z £

XS Xind



)i,.)
o
,./’/»" H 16
null hypotheasis: 82 2 2
=0 e us “ind
bt S i, o2 < 2
alternative hypothesis: 510 8:ind
»~ 2 I
T - ‘
F;. U ind - ( E”wd%&”\“f 6) |
o2 ation i
g~ 644_Smm)/%/Yx”3) (equat 1

ws
the table

'he results of the calculations are swmarized 1r

shown below:

: e
- TaBLE 2: Hypothesis Testing e —
Ta .- . \ n I 7 for O{:.O5wwf’ |7 forcx .05
distribution pailr g - Z and n=198 | and n = 196 |

e e % [
total unemployment } <1l 2.6 1.645 1. 30
insured unemployment g L1l 7.1 3 1.645 : 1.30

TS P S

tablighed that both distribution pairs show

Thusg it is
means that differ significantly -~ that is we rejoct the null

n«c -

hypothesis and accept the alternative hypothesis in each ¢
The varianceg also differ quite sig-

at an alpha level of .05.
n [ value greater than

nificantly according to the F te since

1.3 isg significant at alpha equal .05 when n is 198

A comparison of Tables 1 and 2 reveals that the dirference

in 2 and ¥ values For the two sets of data correspond to the
iati shown in Table

actual differences in mean and standard deviation
e total

That is to say that the differences in means for th

l.
unemployment comparison is 0.l percentage point (l.9-44.5) while
is 1 percentage

the difference for insured unemployment rate
point (3.8-2.8); similarly, the respective z values were 2.6 and

7ol
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Asgociation Analysis

On the basig of these analyses, it appears that for the

reriod examined the unemployment rate in Indiana was lower than
for the nation as a whole but it varied more widely. In addition,

the similarity of results for the two zets of daba suggest com-
parability between the total United States unemployment rate and
its counterpart for Indiana (total Indiana unemployment rate).

To further demonstrate that adequate comparability exists between

household survey unemployment rates and rates obtained by the
agssociation analysis

goventy-step method it is useful to consider
of both total and insured unemployment rates. [t ic assumed
a direct relationship between United States and

a linear

that there is

Indisna unemployment rates which may be approximated by
regression equation derived from the data obtained (sece oppendix

The regression equation is of the form:

A and graph 2).
Uspng = Upg 2+ 8 (equation 7)
Where: U = the unemployment rate (%)
b = the slope coefficient
a = a constant

The values of b and a are calcualted in the following

mannexr :
f;:‘
-2l Mg A
b - = ind (equation 8 )
> Moz
a = )ﬁwﬁé - k- >(M5 (equation 9 )
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where:
—— - T 4 x 2 ”m({g §> {Y\? ) =
4MAA“KAAHM§“'AMK]N4 w3 X:ndlasj(equation 10)

; >
— zu N, fe

SR = 2. Xig =M rxwﬁ) (equation 11)

The resultant regression equations were as follows:

Total unemployment regression equation

Uspg © 1.68 U,q ~ 3.73

Tnsured unemployment regression equation

3 - - l' 8
Uipg = 110 Uyg 3

Graph 1 shows a strong positive sssociation between United

States and Tndiana unemployment patterns. The intersection of

n &50 1ine at 5.5% with the total unerployment regression line

indicates that United States and Indisna rates would be approx-

imately equal at that pabe. However, an increase or decrease in

United States unemployment along the MBO line would indicate a

more rapid move for the Tndiana rate in the same direction.

Correlation is used bo show quantitative measures of the

strength of the relationship petween the two variables of the

regression cquation where 41 is the maximum positive correlation,

0 indicates no correlation and -1 is the maximum negative correla-

tion. The correlation coefficient (r) is the square root of the

coefficient of determination (r°) which is computed as follows:

L M Ml
b = (equation 12)

v P id

2 W

YvR - {3,\5’ (equation 13)

v~ = (Y‘Z) V. (equation 1l )
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I8 2 T F : B St Ty g e a3 + oo e e ARV a
Table D outlines the results of calculations perai ormed orn

total and insured unemployment data:

TADLE 3¢ Ccoefficilents of Determination and

Correlation qgefficients »

distribution pair p! b é r? 5 .
total unemplojment' 0.56 1.68 § 0.97 g 0,98
w}nsured unenployment 0.78 { 1.10 é 0.86 ”ip 0.93

The degree of positive correlation as also shown by graph

1 is quite high in each case and indicates that unemployment

in the State,whether insured OT total, will vary directly with

national unemployment trends.
An analysis of variance in computed bo give a measure of

the total sum of squares and its components (i.e., 33K and SSH) .

of squareg were calculated as follows:
R LE ) - ¢w2
S8T (tobal gum of squares) = 8.

1 ind

SSR (regression sum of squares)= G’E:Mwsuhﬁ (equation 106)

The sums
- n (equation 15)

(equation 17)

SSE (error sum of squares) = S?’ - S3R
SSE V2 . ,
SE (standard error) = |- 737 (equation 18)

pesults ol the calcula-

Table l indicates the quantitative
tions performed for both sets of data:

Statistical Methods for
1969,

1 ¢. 7. ¢clark snd L. L. schkade, Leal -
south-Western Publlaning GO.,

Pusiness Decisiong,

p. L70-480.
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snalysis of Variance

TABLE L
géstribution paigww”d
tO?al unemployment 1161.61 58.10 519.71 0.5l

SSE 8ST SE

o

57.68 { L16.16 { 0.54

The relatively small SSD and standard error in each case

further supports the comparability of the Indiana and United
atistical distributions.

States total unemployment st




STICAL FINDINGS

CHAPTER l: DISCUSSION OF STATIS

The stetistical reletionshin betwee
snd Indisns unemployment rateés perallels that of the United
Stetes snd Indisns totel unemployment rates in virtuslly
every pespect. pased on this cvidence it is ressonable to
conclude thet total United gtetes and totel Indiana unemploy-

reble even bhough they are geter=-

ment prstes are highly comp?

aYS .

mined in totslly difrerent v

differences

The most striking in the anslysis 8T° the
acts thet Indisns nes exhibited & lovwier average unemploy-
ment over the noriod, put hag 2 grealer standsrd deviation.
Thie ig alss reacily ewvident in tne totel anemmloyment greni

Shown on thne next Dage. It indicates &8 mucn wider Iluc
in unemnloyment for Indiend tpnan for the United States.
These wide fluctuations gre further pmplified on the

WA . . o + TP
high unemployment side by unaccounted for dis
These sre labor force pax%icipants who according to the
Giscoursged worker hypothesis tend to drop completely out

k]

of the lebor force (i.€«» cease seeking employment) when the
labor market is depressec. 4 recent papel desling with the
na's lsbor market concluded,

cyclical sensitivity of Indis
exceedingly sensit

such thst high unemploy-

Wop e . tve to cyelical
Indisna's work force 1° ive to cycli L

fluctustions in economic activity,
nent substentially underestimmtes tne number of nersons ete)
would be willing, 8plé, ond seeking 1o work Lf Job prosnecils
were not so aismale A reported unemployment rate of five

n insured United states

tuation

coursaged workers" .
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to six percent, Por example, might understate tne seriouuness
e ok

of tho problem DY about two percentage polnts.

The 1inear regression equation {(groph 1) shows thnt

Tndiana and United s4atel unemployment rates sre about equal

at approximately 5.55 unemployment. As the United 3tates rate

rises above 5.5% the Tndiana rate will rise more rapidly than
the United States rate, but as the United States rate falls

below the 5.5% figure, the Tndiana rate will also fall nore
rapidly. Since the United States averago was substantially less

thon 5.5% at L.9% it 1s to be expected that the Indiana average

would be atill lowel as 1t was.

There appears to be no appr601able lead or log in the cyclical

senlks and trouchs for the Indiana and United states unemploy-
b 29 48 2t fes )

ment rates graph 2 also Fupther substantiates the regregssion
+ 3 . Syl "

equation in that the disparity between the United States and

Indiana peaks increases with increasing height or deptin of the

FPluctuations.

The degree of association and rutual variation of unemploy-

ment between the United Stabes and Indiana is quite high as one
would expect gince Indiana 15 a part of the United States and

thelr econonies are strongly interrelated, though we would not
necessarily expect greater variability in Indianals robe.
It is significart that the correlation coeflicient for the

total unemployment potes was even higher than that for the
insured unemploym@nt rates. This would further suggest a high

degree of corparability for the total Indiana rate with the

total United States rate. This implies that the seventy-step

1 Thomag . Wilson, "Cyelical Responsiveness of Work [orceo
Participation in Indiana’, Meeting of the Indiana icadewmy
of Social Sciences, October 28, 1971, p. 15.




25

method does an excellent job of ad justing for unemployment in

the labor force not encompassed by the insured

the portion of
ed in the household survey. on

rate, but cover

unemployment
gignificant differences among

the other hand, there 8re state

but both insured and total

unemployment insurance programs,

it high degrees of correlation.

unemployment data exhib




PART IX

CONTRASTING FACTORS IN THE UNITED STATES

AND IKDIAMA LABOR MARKETS

P
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CHAPTER 5@ A THEORETICAL DISCUSSION OF UNBMPLOYMENT
The differences in mean ond sbandard deviation =znd the
behavior of the regression equation of the United States and

fad

Indiana unemployment relationship can be explained by &n
snalysis of the forces operating in the labor markets in Indians
and the United States as a whole in a manner which parallels
the preceding analysis of the unemployment data.

The demand side of a labor market is made up of certain

types of business snd various educational, governmental, and other

tutions. ILach of these establishments has pe-

jte

non-profit inst
culiar personnel requirements such that the level o’ unemploy-
ment at any one time is then determined by the interaction of
the labor supply with these demand elements of bthe market.

One might say that an unemployment rate ol zero in any sector

of the United States econony ag large as a state would certainly

be o miracle. Ideal allocation of labor implies that the labor

force would have to consist ol exactly the right number and kind

of people all willing to work at the wage, salary, conmisslon,

etec., that the enterprises making up the labor marlket were willing

to pay to obtain the services of the labor forco. sfter conslider-

ing this highly ideal world of zero unemployment, it is no®

at all surprising that at least a small percentag® of the pop-

ula‘tion Sl’louldﬁ be unemploy@d c'_lt an:‘),- given tim@. In Cld(ilt.],.on to QVED -

supply
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of workers in certein erees ol ihe labor market, & small

smount of unemployment is slweys present as 2 result of

intervels between voluntary job chsnges or 1 frictionsl

unemoloyment! .

Tt may be ssid thet the ecuilibrium forces in a Iree

market snould tend to keep unemployment at & relatively

low level as the lsbor force and labor market interact.

Humerous chenges in the lebor merket are constantly occurrilg

2s the =lements W ich supply and those wnhich demand labor

interact., lor exsmple, @ business will not continue to

exist for long if it is not willing to pay the market wage

for the labor it demsnds, or if the Lelentis it recuirss are

aoil sveilsble in the labor force. slternstively, » member

of the lsbor lorce msy be unemployed if he is unwilling to

sccept the level of compensation svasilsble for the skills

he 1s able to suoply or if fewer positions for which he 1s

cuelified are sveilable then there are members ol the labor

force to fill the positions. Indesd meny persons leave the

1abor force temporarily or postpone their entry into it in

N 3 R a ~ . 0o P £ s =
order to gein added skills for which gemand is greater than

for those thet they currently possegsg.

It is possible to gain a degree of insight into the

ressons for the differences in the gnited Stabes and In-

diena unemployment statlsuLles by comparing the composition
of the two lesbor forces and the mix of demsnd in the labor

merkets, thereby sssessing the degree to wiilch supoly end
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demend matcn in each csse.
Chearscteristically, tnere sre cerlain grouns of nopulstion

in the lavor force which tend to nave nigher tasn averase

inenployment rates. A lerpe portion of tnese peI'SONS 8r¢
memoers of m 10 I;i 1, Vr LYo ma or are I'c 1 ol i' e L,()T yv() ung, L s

tending to lsck the treining or educstion needed to sallsly

the recuirements of employers.
Similarly, there are certain industries that inherently

have o more cyclical demend for labor then others. This

and unemployment

results in e wider fluctuation in employment

for these industries. These are usually industries which
menufscture consumer end producsr durebles such as autos
s or thelr suppliers such as producerse

and mejor sppliance
or machinery and eculpment.

of primsry end fabricsted metels
Consicering these eflects on lepor sunply end demand,

s logicel hypothesis based on tihe Cindings nresented would

particuler comoination of these [sctors

nemnloyment

be thati Indisns has &
operating in ites labor market wnicn result iIn en
rate wnicn often differs Iron that erperienced in the nation
would likely involve & arester

ss 2 whole. These factors

percentage of the Tndiens labor force being employed in

duravle goods meanufacturing than the United States sverago.
force or population composition in

furthermore, the labor
Indiesna probably has lower proportions ol persons classified
into the trascitionslly higher unemoloyment grouns than exists
in the United States labor market. A thorouzh anelysis of
these Factors reculres a quﬁntitatiwe comparicson of the 1wo
esed on the eveilanle csata.

)¢

labor merkets o
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CHAPTIR ©: A CONTRAST BETWESN THm INDUSTRIAL COMPOSITION O
THE UNITED STATES AND INDIANA
In examining the industrisl make up or tne labor markets

in the United States and Indiena, the sectors of the market

ix

exhibiting the highest degree of cyclical fluctustion must

1

be icentified. In order to determine this, tuhe percentage
chenges in employment were calculsted for the six periods

of economic expansion snd contraction in oversll economic
rctivity between 195l and 1970 as identified by the National
Baresu of Economic Research.l

Tn scdilion to total employment, non-szpricultursl
eanloyment, employment in menufacturin. snd emnloyment 1in
dureble poods menufacturing es e vercentapc ol totel sunloy-
ment were consiuerod. leble 5 snows Lnst mennlaciuring anc
duraple goods manufacturing, which is » substantial portion
of total menulfacturing employment, show a much grester degree
of eyclical fluctuation then totsl or non-sgricultursl
emoloyment.

The period of most seversc conuraction was period 2
(1957-58) while thel of the grestest totael expansion vas
neriod 5 (1961-69)., These two periods are noianted outl De -
ceuse they amplify whal is shown in every other period of
contraction snd expansion a&s well as the sverere vositive
and nepstive chenges indicatled at ine pottom of teble L.
During veriods of economic expansion, employment generally

incressed more in Indisns then in the ynited States end toe

T U.S. Dept. of Commerce, Business Conditions Dipesl, Sentembor,

1971, p 100.
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mesnitinde of the increase in employment generally becomes
sreater as one views the table from leit to right. That is

menufecturing snd especially durable goods employment ex-
perienced the greatest relative incresse during o period of
ezpanding economic activity. The reverse held true during

veriods of economic contraction. Manufecturing end dureble

r00de also showed the grestest enrinkage in employment
during thesge periods with Tndisena nenerally exnipiling =2

sreater decline in erployment then ine United Stetes
strong evidence that the catepories

Suen behavior provides
shown in Pable © become increasingly sensitive to cyclical
changes in economic activity es One views the table from
lelt to right. In sddition, the evidence points to the fact

n generally more cycliceally sensitive labor

that Indians has

merket then the United States.
Table 6 sccounts for the proportion of the United States
and Indisne employment ecommitted to these ebove mentioned

catesories of employment putlined in pable 5.

supstentially more of

It is evident

jts monpowWer resources

that Indiane nag
devotled to tne more cyclical tyPes ol employment.
The prestesl disperity in enployment composition velusen
the Unitecd Stetes and Indlang is in durable 700dS manufacturing
vhich ie also the most cyclical category of emoloyment.
Prepe fore it is not surprising tnat unemployment has been
givnificently mors cyclicel in Indiens taan in the Unitod

States. he percentage of the Indiasns labow {force cmplojyed
in durable zoods menufacturing is elmos?y twice that for the
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nstional labor force and & substantielly grester percentage
ol the Tndisna labor force is encaped in ell types of msnu-

factiuring .

Tt is 2lso antewortiny that winile non-scricultaral
emnloyment nas risen somewnet for totn Indiens end the United
Stetes, tne percentape ol employment in menu factaring and
dureble goods is not only higher ian Ingisna, but it hss
risen slightly for the State in contrast to ® slighl decline
for the United Stabes over the 195) to 1970 period.

Phe relatively lerge and increasing proportion of
Indiane employment committed to particularly durable goods

menufacturing ectivities is undoubtedly e major factor in the

di fferences seen between the United States and Tndiens labor

markets.
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GHAPTBR (: A CONILAASYT BRETWEEN THi POPULATION MAKE UP OF THE
URITED STATES AND INDIANA LABOR FORCES
I'ne nipgh proportion of menufacturing and durebl e ©00ds
industrial employment composition of the Indisna labor market

as compared to the Uniled Staltes average hes been Linked to

the comparatively hign cyclical sensitivity of unemp }oyment

and employment in the Indisna lapor market

Fa3

Ideally, one would wish 1o commare the COMOOSi t.jgne of
thie Lwo labor market populations in order to Iaihom the ©upnly

glide of the labor merkel. Since deta are not avai]_pqu; oy

the Indisne work force according to saspe, race, snd

-

general vopulation characteristics f

‘Tom the 1960 Ce&rigyg
)

heave been used Lo show a comparison beiween the makies up

of the Indiana ena United States populations accorctirnT to
0

spre, roce, and sex.

Before contresting the two populstions, those
e for £ P ’ . Populatjon

cetegories with the highest unsmployment rates shOLLl(; e

icentificd., Table 7 serves this purmose. It OUtlidduny reeen ©
information on unemployment retés among lavor force, MNemnb e e
Y8y

claseified according to ape, rece and sel, IHSDGCtidan ol

tne tavle revesls Lhel uneaployment raotes for ooth Seyue

Ly s

trom 16 to 19 years olc¢ and for voih sexes of no“‘“%111c

lanor force members are much higner then the averay.

S for
the total lebor force. Whites nave a lower than ayﬁanqu

rate, but members ol both reciasl and sex proups Oves g,
vue 20
penerally show much less deviatlon from the averape
L E i ;):\8 LO
then the 16 to 19 year old groun. Thercfore, we zn
SL1 congjder




non-uhite and younger categories of the vpopulatiorn rith

speciel emphesis since 1t 1s avparent from Tahle 7 thet these

sroups contripute most substantially to nighn unemp loyme nt
rateg.
Tatle & snowe Indisns o nave o small PETCEN T poe O

fenilies with very low incomes. This gives an

[

L&

addedq verific-—

tion of Indiesne's lower mnemployment rate even t ooy oh
~Clou s

Indisne also hes slipgntly fewer families with incomes over

10,000 dollers annuelly. This income pattern indicates

that the proportion of traditionslly high unemployment

groups is probably lower in Indiane then in the Unjited States

Table 8 slludes to the loglical conclusion that In&iiarui has

s lower proportion of minority and young labor Foxres members

then the United Stetes because these veople tend Not only

to nsve a much higaner than averase rate of PHEMO Lo yment Lot
K & [

T (o T () . ] Tothe T e
elego tend when employed, to occupy the lowver P8Jin, positjions,

acsin ee a result of their lack of iraining and EXxperictnce

and/or discriminstion.

Beceause it is not possible Lo produce actie] 1gpor
&

orce statistice by awe, race and sex for Indisng . o
force statistics by 2ue, 8 for PurpoSesg
of comparing lebor lLorce compos.uvion, Teble 9 hag ool i

oo dn-
oo bo nolp indicate the reletive significence e
sorva s O d .LO © of pobulﬁt‘lor’l

statistics as they relste to labor force compos lt«lo
n-

el
tae Tnited Stestes labor force composition Statisiﬁicg in
Teble 9 are compared to the Unlted States popu']_atj\on com
vosition figures shown in Table 10, there is evig,.

“hee O 2

mucn lower particination rate for women in comDpL"Lwor1 Lo
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PARLE 7 = U.S. UNEMPLOYMENT RATES ACCORDING TO
AGE GROUP, RACE, AYD SEX 1
T *,,iﬁﬂlli 1970)
' total
males 20 remales 20| both sexes 1abor
e and over __g?d over ,ﬂfges 16-19 | force
‘Q?Otal labor force 3,5% 5.0% 15.5% 5.3%
. White labor force 3.2% L.6% 13.5% L.8%
. _,M - N
Won-white labor force 5.9% 7.5% 30, 0% 9.3%
e G
—— -
TAFLE 8 - PAMILIES WITH LESS THAN $1000 ANNUAL
INCOME COMPARED TO THOSE WITH MORE
L 610,000 INCOME
 maso0 IO oy
- Less than $1,000 More than $10,000"
‘-m‘M‘“"‘*«v-w.____.w‘m‘WkMWM“___P_ ,...-——*-"""‘"""M’. e e e R T A S [
«Efj‘ted States2 5*6% [ B MM}E.’_E‘/SM
" s e e /ﬂ_——-“"‘“"'
Indiana? | 1y 35% o b.oed
anam A2 :

1

arningsg, September,
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+ S. Department of Labor, )

Buresu of tatistics gmployment and B

1 of T,abor S a 18 y Z—ris ol URe Non—Institutional
971, Table A-6, ngmployment 5 gacc, sex" p. 2T-

2P0pu1ation 16 and

QEE£§Cteristics,

3
U.S. Census Bureals 1960 census

pu" 111_8.

U S ~t u
+5. Census Bureau,%%égqgggﬁw’7FTZﬂff
s

over by A8%s

part I Population

g of population,

L

Table

state Economic Areas,
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TABLE 9 - COMPOSITION OF THE U.S. LABOR FORCE
ACCORDING TO AGE GROUP, RACE, AND soxt
(1960 Census)
. e
i male female total
S R R R
total labor |
force P h7,468,000 22,410,000 69,878,000
% of total ! 67.9% 32.1% 100%
white labor | R
force | 42,940,000 19,538,000 62,478,000
% of total | 61l.4% 28.0% 89.44%
non-~white J I R
labor force | UL,528,000 2,872,000 7,100,000
% of total | 6.47% L.11% I 10.6%
B T S bt Tt
labor force | 3,088,000 1,891,000 I, 979,000
% of total | L.h2% 2.71% 7.12%
whTbe, sge . AT TS
=19 2,779,000 1,719,000 Iy, 498,000
% of total ' 3.97% 2.46% 6435 |
non~-white, | T
age 1l-19 | 309,000 172,000 481,000
% of total Ll .25% .69%
1

U.S. Census Bureau, 1960 Census of Population, Part I, U.S.
Population Characteristics, U.S. Summary, Table 190, DP- I-501.
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force make up of @ particular labor markelt are interrelated
gince poth jobs and workers &reé mobile, but the differences
ositions shown

population coump

in Indiana and United States
by Teble 10 sre undeniably significent gnd do account for
diffevences in the cmaract@fiStiCS ol the two 1abor markeis.
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CHapTLER 8: OTHER INDICATIONS OF MAWPOWER TRENDS AND ta
EMPLOYMENT PROJECTIONS FOR INDIANA RELATIVE
TO THE UKNITED STATES

A11 asvailable library sources were searched to determine
whe ther any other studies similar to the one presented here have
been conducted. o research which exactly parallels what is
presented here was found, but some pertingnt studies have been
published by State governmental agencies concerning the relation-
ship between Indiana and United States labor markets. All of
the pertinent documents studied tend to confirm or supplement
what has been presented herein.

I'or example, a recent forecast published by the Indiana
Department of Commerce bears out previously noted differences
in labor market composition between the State and nation. 1t
recognized that more than 40% of non-agricultural employment
in Indiana is employed in manufacturing as compared to less than
30% of the national labor force. This is significant because
employment in manufacturing varies more widely with swings in
economic activity.l

The forecast generally confirms the findings of this study
in its predictions., It states that in July of 1969 Indiana
unemployment was a full percent below the United states rate
at 2.6% of the work force. A modest reduction in economic
activity with unemployment held to L..0% to l.5% would reduce
the difference in unemployment rates. . Were the economic

growth rate to continue sluggish beyond the first half of 1970,

1 Indiasna Department of Commerce, Indiana leconomic RePPrtwﬂnq -
Forecast, 1970 & 71, O0ffice of Indiana LTt. Governor R. L. roltz,
1969, p. 6.
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the report continues, Indlana would likely experience greater
than average reductions in production ang employment and a
sharper increase in unemployment. Only the most extreme
pessimists forsee a recession of the magnitude required to
push Indiana unemployment above the United States unemployment
rate. Rven during the 1961 dip the Indiana unemployment rate
surpassed the national rate for only a few months.1

In retrospect it seems that the most extreme pessimists
have been correct as shown by graph 2 and more recent unemployment
conditions. It is in such forecasts that the special benefits
of this study can be of great value. A quantitative projection
based on the relationship shown in the total unemployment
regregsion equation gives forecasters something much more
concrete than mere speculation or intuition upon which to base
predictions.

The regression equation and labor market analysis obtained
herein accurately predict an acceleration of the Indiana
unemployment rate relative to the United States rate as the
two rates climb. It also predicts that the Indiana unemploy-
ment  rate will begin to surpass the United States rate as the
United States rate begins to exceed approximately 5.5%.

The increased use of such quantitative predictions based on
gstatistical analysis will no doubt be a key to increasing the
value and accuracy of future forecasts.

The report further states that Indiana is experiencing &

greater than average negative impact on its employment plcture

T Tndisna Department of Commerce, Indiana Economic Report Q?d
Forecast, 1970 and 71, Of{fice ofIndianma LT. GOVEINOI fi. !
100

foltz, 1909, p. <(. l
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28 a result of the winding down of the Vietnam War becausge its

defense oriented employment is principally in non-sophisticated

products such as ammunition, vehicles, and replacement parts.

Such items are expended rapidly in armed conflict but are

held in large stockpiles, A drop in defense production would

have no great impact on the labor market during a period of

vigorous economic growth but def'initely contributes to unem-

ployment problems during a period of slow growth.

Manufacturing is clearly a more important contributor to
personal income in Indiana than in the nation. Although fluct-
uations in personal income for Indiana usually coincide with
national economic movements, Indienatsg changes tend to be rnore
volatile than the United States shifts as a result of Indiana's
reliance on manufacturing employment.2

Information also concerned projections as to the make up
and size of the Indiana labor force through the rirst half of
the 1970's. The projected growth in the Indiana labor market
is dependent upon its unique industry mix in comparison with
the United States and other states. In addition to its relatively
high percentage of manufacturing employment, Indiana has only
10.8% of its labor force employed in services as opposed to

15.2% of the U.S. labor force.-
1. Indiana Department of Cormerce, Indiana Hconomic Report and
F'orecast, 1970 and 71, oOffice of It. Governor R.LE. Foltz, 19569,
i p_n 280 i - '.
2. 7Ibid, p. 35. . ..

3 Marbin,w,gHellqpi,Ihdiana.Manpowef projections 1967-75, Indiana

Employment Security Division, Research and statistics section,
Nov., 1969, p. L.

0
10100
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This is but a reflection of the already mentioned
high proportion of manufacturing-employment
attributed to Indiana since a higher than average commitment
to employment in one sector must show up as a lower than
average commitment to employment in some other scctors of the
lavor market.

Wages in Indiana are also higher than average as might
be expected from its strong emphasis on manufacturing. The
average weekly earnings of a production worker in Indiana
is $151.13 compared to a national average of $135.43.

Indiana ranks Bth in the nation on this scale. However,
Indiana ranks 39th‘in average monthly salary for state
governmental workers at $103 below the national average of
$655,00 per month. *

Projections for the 1967 to 1975 period indicate thatb
employment in Indiana will increase by about 12%. 4 total of
250,000 new jobs will become available during this period and
60,000 other jobs will become avallable ag a result of deaths,
retirements, and female separations. About 89,000 jobs will
need to be filled each year during the first halfl of the
197018,

Employment in non.farm industries ig expected to increase
by about 1L4% over this period while other non-farm employment
will remain about the gsame and agricultural employment will
decline by 29% over the 1967-75 period. Manufacturing
T Indiana Employment Security Division, Manpower Trends in

lndlana, "Tndiana State (Government and Indiana wages compared

With Other States', July, 1971.
Martin W. Heller,‘lndlana Manpower Projections 1967-75, Indiana 10100
Imploynment ¢ ecurlty Div., Research and Statistics Section, llov., ”m

1969, n., 1.

N
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The first two assgsumptions are essentially demographic in Hana

naturs, but the third assumption is based on a forecast of co-
onomic performance. It ig assuwmed that the 3.0% unemployment }
rate applies to Indiana.rathér than the United States, thereby im- ‘
plying a United Stabtes rate of Li0% via the regreossion equution.

Instead of making the assumption of 3.0% unemployment which
at proesent appears somewhat dubious, the total unemployment re-
gression equation could be used in conjunction with export base
maltiplier projections. This spproach could be used to estimate
the number of jobs which would become available in future years
assuming various levels of unemployment and predicting Indians
unemployment rates from national unemployment forecasts by use
of the regression equation developed herein.

Also important to future economic development will be the
increasing percentage of young labor force members on both the
national and State levelg. Increasing Job complexity will demand
ever greater skill and training of labor force participants.

1

This further increases the importance of assessing manpower needs

:
:
and the relationship between the State and national economies g
to achieve increased efficiency in bthe allocation of the labor .
force.
Tt is only through quantitative knowledge of market relation-
ships obtained by such techniques as the export base multiplier
concept or the uge of associlation analysis that forecasts and
economic information of the greatest accuracy and validity can
be generated. This is the most useful type of market information

needed by businesz and government to arrive at policy decisions .

H

which will assure maximum economic performance in the years to come, o100

i
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CHAPTER 9: CONCLUSION dian

The comparison of Indiana and United States total unemploy-
ment rates was shown to be statistically valid by the parallel
relationships demonstrated for the insured unemployment rates
for the United States and Indiana,

The relationship between Indiana and United States unemploy-
ment as indicated by statistics and equations previously shown,
is one of comparatively greabter cyclical fluctuation for Indiana
than for United States unemployment rates. The rates tend to be
about equal abt 5.5% but, as the United States rate either rises
or drops Irom 5.5%, Indiana unemployment will change in the same
direction approximately 1.68 times Caster at approximately the
same time, Authorities at the Indiana Employment Security
Division believe the Indiana rate to be somewhat of a leading
indicator to changes in the national rate, but no significant
lead was detected by this study.

The average United Stabes unemployment rate over the period
examined has been leass than 5.5% at 1L.9% and so the average
Indiana rate has been lower still at [.5%, The lower average
unemployment rate and greater cyclical sensitivity in Indiana
than in the United States may be attributed to differences in
the supply and demand aspects of the two labor markets. These
supply and demand elements are chiefly reflected by the industrial
and institutional make up of Jjob sources and by the cbmposition

of the labor force and of the population from which the labor

fforce 1s drawn.

300
A010p

Il
a
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Labor market comparisons indicate that Indians has a sig-
nificantly higher proportion of cyclically sensitive industry
and a significantly lower proportion of traditionally higher
than average unemployment groups in its population when compared
to the United States. These two differences explain the two
chief features of the functlonal relationships between Indiana
and United States unemployment. Supply and demand factors are
so interrelated that neither side of the market is the sole
causative agent for either the greater cyclical amplitude or
the lower average unemployment rate of the Indiana labor market.

e fact that United States and Indiana rates tend to be
about equal at 5.5% is especially significant since L% is usually
held Lo be a Yreasonable" rate of total unemployment for the
nation. Great effort is exerted by the Tederal government to
increase employment when the rate rises to about 5.0% or greater,
30 as long as total United states unemployment is held to less
than 5.57 on the average, Indiana stands to reap more than its
share of benefits from Federal efforts aimed at achleving low
unemployment.

on the obher side of the coin, Indiana is assuming the risk

of having a relatively more geverely depressed labor market than

the nation as a whole in the event of severe unemployment nation-

wide because of its heavy dependence on manufacturing employment.

For this reason the trend toward an increasing proportion

of menufacturing employment in Indiana may not be entirely

desirable. &n increase in the non-nanufacturing or service

sector of the state's econony would tend to add to the stability

of State employment patbterns and may be more effective in lowering
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unemploymﬁnt ratbes among persons who are poorly trained or lack

work experience and who usually experience much higher than

average unemployment pates &8 & group.
124 automation in manufacturing may eventually help

Increasin
to lower the fraction of the Tndiana labor force employed directly
by manufacturing yet maintain an essentlially manufacturing based
economy in Indiang. guch an occurrance might prove to promote
o trend toward maintaining Indiena's position of having a generally
the average United states rate while

lower unemployment rate than
permitting & decrease in the degree of cyclical fluctuation.
1f the state econony werely shifts from its present compo-
ter similarity to the national labor

e bearing a gred
its ability to

sition to on
ading away some of

market, it would only be tr
rate of unemployment in favorable sconomic conditions,

ed risk of & higher pate than the

main a lower
United States due

for a reduc
to instabililty during pecossions. rhis gpeculabion assumes
4 become more 1like thatb of the nation

that the work force woul
ag a whole at the same time the industrial make up of Tndiana
gained in gimilarity to the United states average. If a lower
percentage of menufacturing employment were to come aboub in
with no change in work force composition, the primary

netability woul
uld continueé to dictate

Tndiana
a be reduced yeb the

force behind cyclical i

of* the work force WO

nemployment r
that the State government h

and industry which

characteristics
ate for Indiana. T4 muat

r than average 4

a lowe
as a great

pe brought oubs however,
deal ol control over the type of business
perate in the atate and almost no direct conbrol over the

work force which in Indianuo.

may o
chooses to locabe

composition of the

1a
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Therefore it 1s somewhat unlikely that the industrial composition 18

of" the Sbate's economy could change significantly without some
accompanying change in the Indiana work force.

It is hoped that the future holds the developnent of social
and economic progress which will result in inereasing the abiliby
of the United States to maintain efficient use of its human
resources through the cooperative efforts of govermnment, industry,
and labor. This should bring about substantial improvement in
the Indiana labor market beyond the overall improvements in
the national economy if the goals of growth, stability, and full
employment can be simultaneously met with increasing success in

future years.



APPENDIX a

TOTAL UNEMPLOYMENT STATISTICS

Column Code Designations

A~ year and month

B= monthly unemployment rate for Indiana (Ui)

C- average less monthly rate squared for Indiana (ﬁié Uy

us)

E- average lesas monthly rate squared for the U. s. (U

D~ monthly unemployment rate for the United States (U

F- monthly rate for Indiana times monthly rate for U. S.

us

G- monthly rate for Indiana squared (Ui)2

H- monthly rate for the U. S. squared (Uus)2

A

1954
July
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: : wn
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1965

J 3.3 1.4h 4.8 .01 15.8 10.89
P 3.3 1.Ll 5.0 .01 16.50 10.89
M 3.2 1.69 b.7 .0l 15.0l 10. 2l
A 3.3 1.4 l.8 .01 15.8l 10.89
i 3.1 1.96 .6 .09 1. 26 9.61
J 3.2 1.69 4.6 09 .72 10.24
J 3.1 1.96 Il .25 13.6 9,61
A 3.2 1.69 bl 25 1.0 10, 2l
S 3.1 1.96 li.3 36 13.33 9.61
0 2.7 . 3.24 .3 36 11.61 7.29
N 2.8 2.89 el .6l 11.48 7.8%
D 2.6 3.61 li..0 .81 10.40 6.7
1966

J 2.5 }4..00 3.9 1.00 9.75 6.25
by 2.5 .00 3.7 1.4 9.25 6.25
M 2.3 h.8L 3.8 1.21 8.7h 5.29
A 2.2 l{,a%l 3.8 1';21 9012 5076
M 2. 3.61 3.9 1.00 10,1l 6.76
J . 2.9 2.56 3.8 1.21 11.02 8.1
J 2.9 2.56 3.8 1.21 11.02 8.41..
A 2.8 2.89 3.8 1.21 10.6l. 7.8
S 2.6 3.61 3.7 L.l 9.62 6.7
0 2.3 h.8 3.7 1.l 8.51 5.29
N 2.5 l1. 00 3.6 1.69 9. 6.25
D 2.6 3.61 3.8 1.21 9.88 6176
1967

J 2.6 3.61 3.7 1.4k 9.62 6.76
F 2.7 3.24 3.7 1.hdy 9.99 7.29
M 2.7 3.29 3.7 1.l 9.99 7.29
A 3.2 1.69 3.8 1.21 12.16 10

M 3.4 1.21 3.9 1.00 13.26 11.5
J 3.5 1.00 3.9 1.00 13.65 12.25
J 3. 1.21 3.9 1.00 13.26 11.56
A 3.4 1.21 3.8 1.21 12.92 11.56
S 3.5 1.00 lg.0 .81 1. 12,25
0 3., 1,21 .2 19 1. 28 11.56
N 3.1 1.96 3.8 1.21 11.78 9.61
D 3.1 1.96 3.7 1.l 11.47 9.61
5960 6 6 69 11.16 9.61
J 3.1 1.9 3. 1. . .

F 3.2 1.69 3.7 L.l 11.8 10.2
M 3.4 1.21 3.7 1.0l 12.5 11.56
A 3.2 1.69 3.5 1.96 11.20 10,2
hi! 303 lollll. 3o6 lo69 11.88 10089
J 3.t 1.21 3.7 L.l 12.58 11.56
J 3.3 1.l 3.7 1.4l 12.21 10.89
A 3.1 1.96 3.5 1.96 10.85 9.61
S 3.3 1. 3.6 1.69 11.88 10.89
0 3.1 1.9 3.6 1.69 11.16 9.61
N 3.1 1.96 3. 2.25 10. 5l 9.61
D 2.7 3.2 3.3 2.56 8.91 7.29
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1969
J 2.7 3.2l 3.3 2.56 8.91 T7.29 10.89
P 2.6 3.61 3.3 2.56 8.58 6.76 10.89
M 2.5 4.00 3.l 2.25 8.50 6.25 11.56
A 2.6 3.61 3.5 1.96 9.10 6.76 12.25
1 2.6 3.61 3.5 1.96 9.10 6.76 12,25
J 2‘7 —./3‘2)4‘ 3"“‘ 2‘25 9&18 7-29 lll56
J 2.6 3.61 3.6 1.69 9.36 6.76 12.96
A 2.6 3.61 3.5 1.96 9.10 6.76 12.25
S 2.6 3.61 L.o .81 10.40 6.76 16,
0 2.8 2.89 3.9 1.00 10.92 7.8 15.21
N 2.9 2.56 3.4 2 25 9.86 8.41 11.56
D 3.2 1.69 3.l 2.25 10.88 10. 24 11.56
1970

L.l .16 3.9 1,00 15.99 16.81 15.21
" .1 .16 .2 Wy ITe} 17.22 16.81 17.6
M .1 .16 L.l .25 18.0l 16.81 19.3
A LL..9 .16 L.7 .0l 23.03 2. 01 22,09
M .7 .ol .9 == 23.03 22.09 2. 01
J 4.3 .0l L.8 .01 20.6L. 18.49 23. 0l
J .3 .0l 5.0 01 21.50 18.49 25.
A LI-'LI- 001 5‘1 “OL" 2201 19036 26.01
S . .7 .0l 5.l .25 25.3 22.09 29.16
0 6.2 2.89 5.5 .36 34.10 38. 30.25
N 6.3 3. 5.9 1.00 37.17 39.69 3}, 81
D 6.1 2.5 6.2 1.69 37.82 37.21 36. 4l
TOTAL 897.71 517.09  968.71 219.09  W667.46  L547.05 11903.81
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INSURED UNEMPLOYMENT STATISTICS

Column Code Designations

A~ year and month

B- monthly insured unemployment rate for Indiana (Ui')

C- average less monthly rate squared for ‘Indiana (Ui‘ 1')

D- monthly insured unemployment rate for the U. S. (Uus')

B : . ' - T -
average less monthly rate aquered for the U.S. (Uus' Uus')

F- jnsured monthly rate for Indisna times insured monthly rate for

U, si (Ug, % Uygr)
G- monthly insured rate for Indiana squared (Ug4)

H~ monthly insured rate for U. 8. squared (Ugg:)

A B c D E F G H
1954
July 592 5"76 553 2025 27056 27004 28.08
A 5.5 729 5., 2.56 29.70 30.25 29.16
S .9 .l 5.6 3.2 274y 2. 01 31.36
0 17 361 5.6 3Z 26.32  22.09 31.36
N L.6 329 5.0  l.ub 23. 21.16 o5,
295 y.3  2.25 I.5 49 19.35 18.49 50. 25
5
J .0 .0 .2 .16 12.60 9. 17.6M
F g.u .1% h.1 .09 9.8l 5.76 16.81
M 2.4 .16 3.8 -- 9.12 5.76 Uy lily
A 2.5 .09 3.6 .ol 9. 6.25 12.96
M 2.1 .16 3.0 .16 8.16 5.76 11.56
J 2.2 .36 3.3 .25 7.26 L. 8L 10.89
J 2.3 .25 3.3 .25 7.59 5.29 10.89
A 2.1 .49 3.3 .25 6.93 b.hl1 10.89
S 2.1 .16 3.2 .36 7.68 5.76 10. 2t
0 2.5 .09 3.1 19 7.75 6.25 9.61
N 1.9 .81 3.1 49 5.89 3,61 9.61
D 2.2 .36 3.2 .36 7.04 I. 8l 10. 2l
1956
J 2.0 .6l 3.2 .36 6.40 . 10.2l
F 2.2 .36 3.3 .25 7.26 Iy, 8l 10.89
M 2.9 .01 3.3 .25 9.57 8.4l 10.89
A 3.2 .16 3.2 .36 10.24 10.24 10. 2l
M 3.8 1.00 3.3 .25 12.54 Ly L 10.89
J .0 1.4 3.4 .16 13.60 16. 11..56
J 3.9 1.21 3.5 .09 13.65 15.21 12.25
A 3.4 .36 3.5 .09 11.90 11.56 12.25
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A B C D B 1 G
1956 con}i!d . s

S .2 1.9 3. .09 1. 70 17.26
0 3.0 Oly. 3.3 25 9.90 9.

N 2.8  -- 3l 16 9.52 7.8l
D 2.8 - 3.4 16 9.52 7.8l
1957

J 2.7 .01 3.5 09 9.45 7.29
F 2.7 .01 3.5 09 9.45 7.29
M 2.4 .16 3.4 16 8.16 .76
A 3.2 .16 3.3 25 10.56 10,24
M 3.4 .36 3.3 .25 11.22 11.56
J 3.3 .25 3.4 .16 11.22 10.89
J 2.7 .01 3.5 09 9.45 7.20
A 2.7 .01 3.5 09 9.45 7.29
S 3.4 .36 3.9 0l 13.26 11.56
0 3.1 .09 L.3 25 13.33 9.61
N 3.8 1.00 I.8 1.00 18. 24 1%,uu
D L.o 1.4 5.3 2.25 21.20 16.
70 e 2 5.3 8 '

J . 3. .5 2.89 25.30 21.16
F 5.0 L.84 6.0 4.8l 30. 25

M 6.2 11.56 6.6 7.8l 40.92 38

A 7.9 26,01 7.1 10.89 56,09 62.41
M 9.0 38.4k 7.0 10.24 63. 81

J 8.1 28.09 6.9 9.61 55.89 65.61
J 6.3 12.25 6.7 8.41 2. 21 39.69
A 5.8  9.00 6.7  8.41 38.86 33.6l
S 5.6 7.8L 6.2 5.76 34.72 31.36
0 4-% 2.56 6.0 L.8L 26.04.0 19.36
N 3. 1.00 5.6 3.2l 21.28 1

D 3.8 1.00 5.3 2.25 20.1L L. dy
1959

J 3.2 .16 .9 1.21 15.68 10.2l4
F 3.3 25 .7 .81 15.51 10.89
M 2.8 == .3 .25 12.0L 7.8l
A 2.8 -- 1.0 oly 11.20 7.8
M 2.8  a- 3.6 ol 10.08 7.8l
J 2.6 . Ol 3.5 09 9.10 6.76
J 2.3 .25 3.7 01 8.31 10.89
S 2.9 .01 L.2 16 12.81 8.1
0 - 3.5 49 I.8 1.00 16.80 12.25
N L.6 %3.22 5.5 2.89 25.30 21.16
D 3.0 .3 .8 1.00 16.32 11.56
1960

J 2.8 -~ .3 25 12.04 7.6l
F 2.7 01 .2 .16 11. 3l 7.29
M 3.2 .16 .5 19 1L.10 10.24
A 3.5 49 .3 .25 15.05 12.25
M 3.8 1.00 I.2 .16 15,96 1.l
J 3.9 1.21 bl .36 17.16 15.21
J . I.1 1.69 L.7 .81 19.27 16.81
A 1.8 ly. 00 5.1 1.69 2l u8 23,0l
s .3 2.25 g, 2.56 23.22 18.49
0 4.8 lL.00 5.7 3 61 24,51 23,0k
N 5.5 7.29 6.3 6.25 3l4.65 30.25
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> ont?t ¢
J961 5'2
ﬁ g.l o : |
A .1 2:2 .
e gl? 5.23 ; o F
J 5.9 %.8u 6.2
A 1.9 9-u1 6'3 212 e G
S .3 u«él 5.3 i :
0 3. L 22 i i :
N 3 3 5'25 5‘0 uoui 5 12 :
D 3. .21 5’3 302 31' 3 26
: 4 ! ; ) 3 .50 2 0l
196 i : : .25 3.63 6 01
F '§5 5'% i'96 25‘8% %9
i | 5 2,
M g'o ﬁ-l 1'hﬁ 20’79 5
A 3.0 : : 1y 19 28 18. Ol
M 3'0 .0l 1‘09 18e89 15! .
| ‘O - . 69 16'50 15. 21
| : 0 N 15, 83 1 21
A 301 'lh‘ Ll'aﬁ 81 36 18.69
Sk - :06 3,9 .%9 1l 10'89
0 3.6 .49 3.8 06 13‘10 24
N %‘1 oéi 4.0 - 1 13‘30 9
D 3’2 .09 3’2 9 il:P{g 9.
1963 3'1 .16 )-I-au- . 2 g |
J .2 .0 x 3 12 9
P 12 ﬁ*S :32 lu:%O 10:2
M :33'0 u'é .)—l-9 15.80 9.6)4.
A 3'0 .ol .7 -6l %3.6t 12 2%
M .0 o : ; :
J ; i 1. 0 9 6
J 2'7 :8% ﬁ.é g s gﬁ lO:gt
A ?-5 .01 4'4 58 : 1
S 2-4; .09 u-a .36 14- : i
0 2-3 .16 4'2 i 13. 0
N 2-u .25 u'l o5 13.20 :
D 2.3 .16 : ! . 9
- : 25 -2 ‘26 1130, 9
- £ : 1
. 25 01 1 53 00 -
T 2:2 09 4.0 - : :
J 2.y '09 3.9 0L " i
A 2.3 '12 8 - | :
S 202 .2 3’8 '01 1.60 5'76
0 1.8 .35 5 - . |
N E-O 1:02 %? B 3‘75 6.%1
D d.h- .614. 300 'Ol 9'50 6: 5
1.9 1 '5 .Ou- 8'12 6 25
1. & 35 .0 .51 .25
7 .81 3 9 7 5
; 3.“- .16 6.92 5'76
o 4 -
. 126 8:12 e
.16 2ite lg
61 3:Z$
3.61
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APPENDIX B

Summary Worksheet for Estimating Unemployment 2l

I. BASIC DATA

A. Current Employment
State UI-covered (private wage and salary). . . 385,040
Federal Govermment. . . . . « « + . + « o « « . 25,020
Railroad. . . . . 9,510
Total Covered Employment (sum of llne« 3, u,&S) 419,570
Small firms (private wage and salary) . . . . . 19,130
Nonprifit institutions (private wage & salary). 17,950
Domestics . . . 2, 060

December

Nonagricultural self~employed & unpald famlly . 67,900
Agricultural wage and salary. . . . . . . . . . 13,630
Foreign workers... ... . e e . . « (1,000)
Agricultural solf-employed & unpald famlly. . . 35,070
$tate and local government. . . . 58,410
Noncovered Employment (sum of 11nes 7 8 9,10,11

13, and I0). - . . . . 236,150
Current Employment (sum of lines 6 and 15) . .

B. Claims Daba: State UT

Insured unemployment., . « . « .« « « « + « « « . 19,896
Insured less partials . . . + « « « + . . . . . 18,264
Tnitial claims. o« « o o o ¢ o o o o o . o o lb,11l
TIME LAPSE RATIOs « o o ¢ & & . o e o« o e .11
Disqualified nonmonetary (Number in status per

supplement NO. 2)e « o o o o o o o o o s 390
C. Claims Data: Other programs (Insured Unemployment)
Pederal CLVILIAN. « « o o o« o o« o o o s s o o o 333
Railroade o« o o o o s o o o o o o ¢ o o o o o 1,240
ucv and UCX « + o« o e 6 e » & ¢ e o . . s e 695
Temporary extended Quration « .« 4 0 0 .o e u .. ., 0LL

II. COMPUTATION OF TOTAL UNEMPLOYMENT ESTIMATE
A. “Unemployment Related Lo Govered Employment
Insured less partials (Repost from line 19) . ~18,26&
’

(Sum of Iinés 3 and 30) . « .+ . e W 4
INSURED LESS PARTIALS UNEMPLOYMENT RATE (Llne
BO/Llne 31 ) . . - * L4 * L3 L * L] L4 * O)—LS

Unemployed Exhaustees (see supplcment No h) . 7 111
TSum of Lines 30 and 33)e « o o » o ¢ o &

(sum of lines 3 and 34) . . 410 415
INSURED PLUS EXHAUSTEh UNEMPLOYMENT RATL (Line

3 / Line 35). . . <« .« o . . .062
Unemployed disqualified (see uupplemont NO 2) . 312
Delayed filers and never filers (see supplement

NO' 5) e e . e e s s e s . 1’991

Unemployment Related to St«te Covered
Tmployment (oum ol lines 30,33, 37,&38). . 27,676

(sum of Iines 3 and 39) . . . . . . . . WIZ,7I8
STATE COVERED UNEMPLOYMENT RATE (Llne 39 / )
Line 40) . . ¢ v e . . .OO?

RATIO STATE COVERED TO STATL INSURED (Llne 39/
Llne 18) . . . . . . . . . . . . . . . . . 1'39

wio e

HEE
oo H OO ol Ot

15
16

17
18
19
20
2l

1a



L3

Ly
L5

L6
L7
L8

19
50

51
52

sk

55

57
58
59
60
62
63
65
66
67
68

69
70

. December
Federal Covered Unemployment (Line 2l times _—

Line Ll_2 ) e o L) . L e o . L} . L ] - . . e o %%
(Sum of lines L and L3) o o o ¢ s 0w a0 e 25,
PEDERAL COVERED UNEMPLOYMENT RATE (Line L3 /
Tine LE) « o o o e o e e e e e 4 e 0 e
Railroad covered unem loyment (Line 25 times
L{T.0 pLUS Lin® H2)) o « « o =« o o o+ o = 1,488
Total Other covered Unemployment (Sum of 1line ————
T and LB) o« o« « e e 4o e s e e e 4 e e 1,951
TOTAL COVERED UNEMPLOYMENT (Sum of lines 39&l7) 29,629

»

B, Unemployment Related to Noncovered Employment
ameTT Firms(Line [ and a rate the same as 1ine

41 - See supplement No. 3) e e e e e ee e o 1,300
Nonprofit institutions (Line 8 times a .02

T5te - See supplement lo. 3) o e e e e e e 359
Domestics (Line 9 and a 3/l rate of line U1; —_—

see supplement NO. B)e o o o 6 4 4 0w e 1,275
Nonagricultural gself-employed and unpaid family

(Line 10 and a Ll/5 rate ol line LI; see Sup-

plement Mo, 3) o o ¢ o o o ¢ o 0 e w0 e 923
Agricultural (wage and salary) (Line 11 and a _

T; 1.5; or 2 rate of Tine Ll; see supple-

ment NO. 3. o o e o o o o o o o o o o« ¢ o 2.116
Agricultural self-employed and unpaid family

{(Tine 13 and a 1710 rate of line LTI see

supplement No. 3). . . 235

state and local government (Line 1l and a 1/3
rafte of Lline LI or a 3/l rate of line U5;
see Supplement No. 3)e 0 e @ ¢ 4 e e e e 923
UNEMPLOYMENT RELATED TO NONCOVERED EMPLOYMENT .
(Sum of lines L0 through TBY .« « + + « ¢ 7,208

¢. TNew Entrant and Reentrant Unemployment
Unemployed, excluding entrants (sum of Jlines LO
and G7) o o o o o o e 2 s e e 4 0 e e 4 o 36,0837
Entrant "BY factor from Supplement No. 6 . . . . 060
(Line 59 times Line 60) .« « « « ¢ o « o « o« o & 2,210
Employed plus unemployed, excluding entrants
(Sum of lines 16 and 59) « + « « . . . . 692,557

Entrant "A" factor from Supplement No. 6. . . . . 00l5
(Line 62 timeg 1ine 63) « + « « ¢ « o o v « o & 3,116
Unemployed New Entrants and Reentrants (Sum of

ITHes 6T and BI) + v + -+ - =+ e« « . . 5,320

D. .Total Work Force
Employment (Line 16 plus line T2) . v v o « . » 656,720
Total Unemployment (Sum of lines 59 and 65) . . 42,163
ToTk Force (Sum of lines 67 and 68) . . . . . 698,883
TOTAL UNEMPLOYMENT RATE (Line 68 / line 69) . . . 060

-

5l
55

56
57
58

59
60
61

62
63
6ly
65
66

68
69
70

1a
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