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. Poligymakers increasingly see tructural,unemﬁtoyment
as the most important and most difficult labor ‘market D

"problem. Yet, few,discussions have appejred on t'ie ‘precise

geaning and appropriate measure of structural unemployment.
This paper attempts®to imprové current -discussions of the
structural-unem loyment problem. The first section. shows .
::::fi}n!%;es between concepts of cyclical, frictional,
onal, and stryctural unemployment makéd any preqgise )
defin{tion:hifficult. Nevértheless, the next sections
analyze medsures of sStructural unemployment based on thé
common. view that.structural unemployment. is substantial
unemployment during good times. ' Using.this concept, the
paper -deriyes the distribution of the structurally"
unemployed. Although the incidence of structyrai ugtm-
Ployment is higher among black, yound, 21 ill-educ ed\\
workers, the majority of the st(pcturgﬁly unemplayed are

"white, ‘adults, and high school graduates. The paper

concludes by discussing the implications of ghe strgctu%al\
unemployment numbers focr' employment and trainihg programs
and other government policies. ’ : o . -
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@s? The\pniteé’States has now expg¢rienced nine_years_ of.

'8*06881ve unemployment. Not since 1969 has the cpuntry

managed to achieve unemployment rates significantly below
_ e S
. -~ 5%. Now, dftér neatly three years of économic tecovety,

L)

we still £ind 6% of the nation’'s labot force unemployed.
Much o our recent poor petfotmance has been due to the

" v de;p 1974-75 recession.and to earlier tecesa}ons. But,

. o, ) o "~ .
many. now believe that we will have to accept relatively

4

high unemployment rates.even in peiiods_of highxeconomic

»

.. - activity. why? Avfte%yent answer is-structural

* unemployment. .(‘ [

i ._.- e . -

"
L J

The common view of sttucéutal unemploynent is that the
economy genetat\s too few jobs - suitable to employ all the
unskiy;ed or inexperienced ‘workers who want jobs. This é'

¢ employment gap persists'when the econemy is‘at tue\;dghest
levels‘achfevable without éxcessive infiation. Inflationaty

. pte;%0tes may arfse well before the economy teacnes a level
:J-. ® that ‘would absorb those-now.viewed as structurally unemponed.“

Sttuctutal policies'euch es training,'ielocation, or

pecial targeted forms ‘of Job ‘creation are thgught to- be

s necessary if the structurally unemployed are not to contxnue

to suffer significant unemployment. .o . ( .

[ 4
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This paper examines the meaning of structural unemploy-

e

L

ment and detives some measures. of it, The first section

'shows that the structural unemployment conéept is too ) '(<

\
ambighous to yield precise measures.~ Stryctural unemployment

ovetlaps conceptually with other, categoties of unemployment

such as cyclical, frictional, and seasonal. Nevettheless,

it is worth measuting the commonly held notion of structural -

unemployment, which we take as meaning substantid& ‘unempl oy- .

, meht in telativery good times. “Our choice of - "good times”.

was coﬁsttained by. data availability and by the generally

L.poor employment ‘conditions of recent yeats. _Our measures

e s S

\
come'ﬁtom data on two petiod3° 1973-Match 1974 and: : Fo

* 1977"Mat0h 19780 o ] ‘

We. ficst detetmine whethet some individuals experience

substantial unemployment in good times or whethet the

.unemployment is spread relatively evenly across workers.’

-

We find substantial inequality, as noted in (l).

(1) Most unemplpyment expetienced in good yeats is
borne by those with substanukal unémploynent over the

year. About 75 percent of employment otcurs amonq
those unemployed 15 .weeks or more during he year.

Only 17 percent of workers expetienced any, unenployment
during 1977. _

/
The next task- is to examine the composition'of those

A .
suffering substantial unemployment in good times, The

results derived from 3 unemployment measures and from 2

_time-periods all lead to conclusion (2)2/

4
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(2) Although the incidence of structural unemployment
is highest among nonwhites, youth, and those with less

"than 12 years of schooling, the majority of the
structurally unemployed are adults, whites, and high

. school gtaduates.

' A thlta issue is the. work experience of the structurally

unemployed. Are those who expetience’substantial unemploy—

ment In good times-unable to £ind .any job?- Or dé mést work

AN 4
-
n®

for much of the year?.

T3) About three-quarters'of the structurally unemployed
worked in 1977, averaging about 20 weeks-pf employment .
over the year. rThus, the abSolute }nabi ity to find. a

. unemployed. .

.
*

job affectsl7nly one-quarter of the' structurally' - . ..

A fourth. important‘issue is the‘relationship between

structural unemployment and low income status. We examihé.

. S

how many of the strugcturally unemployed come ftom low income
families and the extent to wh1chbstructural unemp loyment _

. . ¢ .
accounted for low ingome status. We £find:

(4) The mayor1ty of the structurally bnemployed do not
live: 1n'poor or near-poor families. Further, structural
employment is a less pervasive.cause.of low!income
status than is Jow weekly earnings. oo

.

In the concludlng section on policy, we distin iish

between two groups.of structurally Lmemployed. Many of the
L Y

structurally unemployed work at adequate paying jobs‘part of

the year/ have graduated high school, and come from modetate

|

. .1 oL -
.or high. income families. 81nce.thesp'worke's are not the

appropriate targets for government employment and training
) »

[y
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~
programs, ot/)r efforts should be directed at. lowering their

unemployment. These could include desénd stimulus, 4uc§ng

L

seasonality ghnd relocation all3wances.

L4 L J

The second group of structurally unemployed come from

low income families and tend to have low education and low

Al

*  earnings capacity. These workers deserve priority i

government-employment and training programs. Unfortunately,

.« ® ,-.-

* thé pool of low earners from poverty ot near-poverty income
Y

A{amilies is enormdus, well above the numbers .of structurally
. [}

unsmp}oyed. To raise the . earnings‘capacity of* a large share

of these workers will require years of 3ucéess£ul public and

ﬂ-sprivate efforts. . ~ S
% ’ ' ,

A . - .
. L .

-

. &
l‘

- 4
4

bl }
L4

b}



‘ ) I. what dbes structural unemployment‘ mean?*

- . - * a

' . ¢ * o . - .
Sttuctutal unemployment is ftequenthy defined as what

is lgft aftet taking account of £tictional\and cxclica

unémployment. Ftictional unemployment~tesults from the N

natural movement of people between jobs and in'and out .

¢

‘ . _of the'labot force. The measured unemployment that ‘reflects

Y *
L 4

" this normal lahor tdtnovet hag not gekerally Been construed

. ‘as alepcial‘problem. Cyclfcal unemployment’ is caused by the
_loss of jobs duting economi¢q downtdtns or more generally by
’ inadequate aggtegateOdemand. Although cyclical\unemploymént

is a social and economic problem, it is believed that

. ‘ !
.S e suﬁficient stimul to aggregate demand. will eliminate ith
\L“ /T " JIn conttast, structural unemployment has long been viewed as
’ \ ‘ the ,unemployment hardest to solve, because the temediei' ,
ae Ve ) tequi;e ettuctutal changes ifi the wotkfotce, in vhe job mix,y

- .or in the process by which 1obs and workers are matched.
"The idea behind the structural unepployment concept ha°

F ' .
changed somewhat_ovet the last twenty yeats. .In the late

-~

j B 1950%s, and "early 1960°'s, sttuctWtaf dnemployment'connoted o

% . b . > * ¢ , .

N Co technologicaf'nnémployment; it wa& petceived as a prdblem cewr

> " 3

created.by unptecedented‘technolog;dal progress. The view

! ' was that changes in technology‘were geherating -démands® for

rd

increasingly sophisticated skilfg which many workers could

A Y

; . hot suppfy.uumhe structural unemployment'idea also contained -/

.' ! . . .‘ . . 4 [}

(] ' -~
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a geographrc“component; regions such as Appalachia had too L.

'littleqeconomic activity,to create enough jobs and~their -

« B v ’
residehts were, too unskiﬁied of otherwi e’ immohile‘to find
jobs' elsewhere.l.f ’f A Y . '

. Py - Vs . . .
s, ?

O ' The concerns over technological unemployment’ subsided

-« ¢ [N P L '. ‘ ’ ¢

in mhe face of several years of unemployment below percenig.

‘In thoseoyears, many of the unskilled found jobs and were
upgraded in a labdg scarce économy, Now,'after the
’
. experience of several years of high aggregate- unemployment

>’

..rates and high rates of inflation, the concern about

structural unemploymentuhas bécome more pronéunced than
\ ’ . . - -

ever.. Today, howeVer, he ‘emphasis has.shifted.away from

the simple fears o!~technolog oalaobsolescence and geo-  °
graphicaa immobility of certﬁin workers. //' ‘ ; o,
Q ' Analysts see-structu;al unemployment as coming from a

.

; variety of barriers that. traditional market forces haye not

! . .

. overCOme. That is,'wages and -priges 3;e not sufficiently
flexible to eliminate the structural misnatdhes ‘between

#.

wz;kers “and Jobs.' Some structural barriers are closely
v associated thh thé markets that exhibit hiqh unemployment.
For.example, the minimum wage may directly affect employment
among loy skill workers. Otheg structural problems ‘may he .
. associated w1th markets that do not, exhihir hiqgh unemploy-

+# ment, such as energy or med1c«l care. These markets,

.
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.

however, may create inflationary pressures .that are’

-

transmitted throuqhout the economy.”: Tu the degree that

.

these inflationary pressures constrain adgregate demand and,‘

‘ L s -
in turn, cause unempLoyment among low skill workers, the
(
. appropriate term for the prohlem is\structural inflation

¢ I g .....

and not structural unemployment. y L ¢

] ’ .

As a concepthal taxonomy of general causes and-as

) " . .

a guide to measurement, decomposing unemployment into

..
b
-

»
0 ., ¢ .

cyclical, frictional, and structural componentsrhas

important limitations. In particular, structural unem-‘

ploqupt clearly overlaps with the other categories.' The

*ove i4ps ‘go beyond definit}onal problems, they reflect

interactions among the causes of various types of Lo

'unemployment. The result is that the concepts -as they
. .
currently exist do not permit any‘&eﬁinitive-way of

distinguishinq empirically‘one type of unemplbyment from

another. ‘ > o
‘ <
Consider the interactions between structural and

A ~ '

n-cyclicel unemployment. Currently, many -araue that hiqh

*

agqreqate denand could 1n<xce employers to hire a larhe

portion of low: skilled unemployed workers, but that unfor-

L]
LY

_tunateby such levels of aggregate demand would qgenerdte
) . . l/' . ~ ) s ) .
intolerab.e rates of inflation. ‘In one sense, this view
implies that the obsetved unemployment is cyclical, not

structural, singce agdreqate demand stimulus could reduce

e



. undmployment. On the other hand, to the extent structural

barriers are responsible for the fact that inflation

C e 4 ¢
-, . accelerates beéfore the economy reaches full employment,

the problén is structural, not cycliealf .

This issue-is quite problematic, because of con-
‘/. ' troversy concerning the connections between aggregate
demand, in§latf~n, and unemployment.' Most analysts argue

‘tpat i£ unemployment is pushed*too low, the labor market

&

. becomes tif tight, thereby generating inflationary pressures.

Phe controversy centers on how low the critical rate of
3 \ .f'
'tunemployment is. The rate of unemployment that is most

*

often used to indicate labor market tightness is the.rate .

(_ . A for p{ime'age males. Any rate of unemployment for prime age
. ’ males corresponds to some overall rate of unemployment for
the economy depending upon the relative size of the other
| - . 'groups in the labor market and their unemployment situation.
] \ 'Oter tne lsst twenty-five years, the composition of the
o : lAbor force has shifted toward higher shares of females and
fteena?ers. These groups change jobs and move in and out of
.. ‘the labor force frequently, and consequently show especially
~. . high'rates 4f unemployment. Therefore,iaccobding to this
argument, a_low nnémployment rate for prime age mules is

consistent with a higher overall unemployment rate than was

the case in the past.

[ ] . ’ N\, .

ey
o
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" and employment stability are generally associated with

-9 -

- Several factors also blur the distinction bhetween *

‘structural and frictional unempioyment. Short-run

’

variability in the demand for ohtput often causes layoffs et

or pcrmanent dismissals rather than adjustments in wages
and prices that might maintain more Stable employment.3
This, in turn, results 1in short periods of unemployment for
the workers laid off or dismissed. When the workez\fihds
another job quickly, we tend to view the uhemployment as
frictional. However, the fact is that workers with low
weskly earnings tend to experience these bouts of finemploy-
ment much more f;eduently than high earners. Job seéurity
\
better paying Jjobs. To the extent “hat pa}tibular workers
chrdnivally suffer such ‘'unemployn. : between jobs, their
upemployment would seem to qualify as.structural. In fact,
Piore and others view volatility in employhept as a primary
symptom of structural unemployment.4 BN i

Seasonal unemployment also overlaps conceptually with

.
structural unemployment. Are workers who lose&. jobs for -

seasonal periods structurally unemployed? 1In one sense,
they are, since some stractural change within the industry
would be required to génerate year-round employment and

' 1@ workers do not find off-season jobs. But, should we not
distinquish between the construction worker with hiqgh annual

earnings whc chooses hiagh hourly waqes and seasonal unemploy-

L 4
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ment and the: migtant ‘workers for whom a( low wage, high Ca,
unemployment position is. the best opportunity? Both raise
policy concetns, but of vety different kindbv In the former
case, testructuting unemployment insurance might help; in
the lattkt, upgtading jobs and providing other part-year
'employment might be beneficial.

The varied nature of the sttuctural unemployment concept
extends to the‘identificatiou_of causes. The problems may
lie’ with the individual, the group, or the structure. The

usual focus is the 1ndividual. Common diagnoses of ‘structural

unemployment state that- certain individuals lack the skill,

eduuatio? wock habits, or attitudes to compete er or to
’hold the available jobs. Setious unenployment ptoblems can
affect the individual regardless of his or her location, .
race, age, “ex,.or family status. ’ '

E The group is another common focus., Certain groups.
such ae youth, blacks, or welfare recipients suffer mugh
higher unemployment rates than others. Part of the reason
- is simply that those in disadvantaged groups have low skills
and otherjdebilitating individual chatacterist1c3e But, '
other reasons are group-related'and transcend the probleme.
associated with such.shared eharacteristics as low skill and

inexﬁetience. Thecuse of statistical diectimination by
’emplbyers is a good example: because many individual'youth

are unstable workers, the employer may choose to avoid

/
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- ll‘— .'
hiring youth in genetal.S whete problems are-qroup-

Y ¢ -
:elated, patticulat deivxdpals may not suffer c?tonic
unemployment. Howevet, scme structural aspect of the labor

market still

.uoes chronically high_unOmployment gpates
augbp%e.
In general - hé&e individual and gt up problems must

.

interact uith.s tific structures in the economy to cause

for the group a

chtonic unemployment. Othetwide some adjustments, fot
)

example in wages, hiting and upqtading, or in technoloqy,

\

could eliminate the unemployment.' As noted above, the

N

structures may be close to or distant from the markets
LY e * . 1Y

for those expetiencing unémploYment. The most often nated
structures ate' l) wage rigidities, due to 1e6a1 and

&
~soc1al minimum waqu, other legal and ins ional

-restrictions, as well as social factors sucn as.cuséom'and.
equity, -and union power; 2? tecnnological tlgfditles that
limit-the mix of skilled and unskilled positions; -3) unem-
‘ployment insurance and welfare ptogtams, whicn provide .
incentives to attifically repgrt unemployment and to prolong
spells og\ictual unemployment; 4) demoqgraphic imbalances{
such as the bulge of youths enteting the lahor force 18-27

years after the baby boom; 5) geographic shifts, such as

the nore rapid movement ~f. jobs than people away from the

-
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\Northeast and from ‘large industrial cities{ and 6) dis-

SR A .
'crimination’that impedes the upward mobility of certain’

groups. - .
- . . '-\

An evaluation ot the importance of various structures

*

is beyond the scope of this paper. We att"mﬁ; the more
modest task of.ioentifyipc the structurally u employed.”’
. : ThiS\measurement task is not fully‘aohievable given the Iack
- . 33 specificity of the concept. In addition to thie problems
raised above, the notion that unemployment is involuntary

¢ ' and being out of the labor force is voluntary is subject to

(4 . -

. . doubt. Neuertheless, we move forward to approximate

4

-~

. N _structural unemployment by ideritifying-the workers who
experience cubstantial uﬁemployment in good times. The next
section presents data on those- who aré/structurally ‘ .

. . unemployed on the basis of geveral unemployment measures,

s In the final section, we review the findings and discuss

s,.\' their importance for government employmght and training

. -
. e pr&grams., -
{ , : .
. Y ) / .
', *
\___:_, e <
¥
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ehploymen;‘petiods"are.the gtoup.mbst people have in mind

wheR they speak of the Psttuetutal1y~unemployed“.' A8 noted

Y ., >
. / ; * o .
" N - 13 ’
£ L4 g - - . 8
C NG T

11. Unemployment in Good Times ' - .

. . i
- \ - i
. ~ ‘ )
3 ¢ N .

thkets.who‘agat substantial unemployment.in high

-

: '‘above, neither this.definition'nor, 6thars are precise and

ynambiguous, Nevertheless; -we éiq\gee what the.common view
. X -

implie$ if.'we examine the patterns of unemployment- in dooﬁ

timesl/ﬂQgt strategy is to look at a qétigty'of unemployment

sets of "questions: ' &

-

. - 5 - . . .
‘In presenting th?:unemployment data, we focus on four

,
~ . "~

measures. S o ’ _ S "

- . u
N . :
M .

.
<

(1) What.is the distrihution of unemplo?ment over the ¢

labor force? Do most workers bear a small amount of

unemployment, or does some'sma&d sharé 'of workers

experience most. of the unemployment? : TN
- * '

9
L4

v
(2) Which demographic groups.account for the greatest. = .
numbers of those experiencing substantial unemployment--
groups with the highgst unemployment rates,.as black
youth,; or other groups? .Which groups experience the
highest incidence of substantial unemployment?

. (3) what is the typical work experience of those

with substantial unemployment? How much do they
work over the course qf a year? 1In what kinds of

Yobs? N ‘ ,

‘ .

(4) To whlat extent does substantial unemployment qo0 -
together with and contribute to poverty\and near- .
poverty income levels? - ) ‘

To ddress these'qdescions, we need a . nationally repre-

sentative data source that contains information on the .

7 : N .
employment, unemployment, earnings, and income of workers
. . .

-

4
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R 2o+ . over tne course, of at least one year. Further, the data
‘" must come from at least one period of relatively high

* ‘ : ’ . . . v
* \ . '/Employment. The accessible sources that meet, these

. requirements and cover relatively recent periods are the
; , ' . _March 1974 and March 1978 Current Population Surveyd’(CPS)
oo ‘ The.CPS is a monthly survey o£’56,000 households.®  Each
i E March'CPS‘includes a sgecial'supplement cever;ng tne work

L e . experftnce and income ofiqll houséhold members during the -
prior\gear. | > : " “

With the two CPS‘s,.we,'ar«é ebl'e to exemi[ne the .un_em-‘
ployment patterns of some workers during’calendar 1973 and

March 1974 and of sother workers during cdlendar 1977 and-
. S . March 1978. The aggregate unemployment rates for these

fous periods were 4.9 percent" 6.2 percent 7. O\percent, and
)

6.2 percent. . Some may question whether 1977, at 7.0%
_\; unemplozment, can be considered a high emp loymént year. We‘
' certainly do not view 7. 0 percent as the lowest rate
conSistent with nonacceieratlng 1n£lat10n.. However, the .

«1377-March 1978 data are worth examininq:closelj for several

s

reasons: _First, they are the most ¥ecent data available;
ALY Y .
second¥ it is commonly beitgyed’tnet by mid-1977 and March

1978 the remaining unemployment was largely frictional or

¥

structural; and fina}ly, the average 1977 unemployment rate

';derived from the March 1978 CPS was about 6 percent, a rate
N\
many consider within the high emp loyment ranqe.7

* L 4
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A.. The Distribuflion of Unémployment -
- 7 : .
. . . . N ,

'€ * T

How unemplbyment is~shated among wotkets is’ofiprime

impottance in- identifying those with substantial unemployment._

wete all the unemployment expetrience dutlng the year equally N
shared, all unemployment would be short-term and it would -
‘not be senslble to identify a group of workers as “the
sttuctufally unemployed'. bn the othet hand, if neatly ell .
unemployment affected only a saall gtoup of workers, it ‘L .
would be clear that these wprkets were the sttuctutally
unemployed. . .

. What is the actual sdtuation,in high employment
petiodsg How equal is the disttipution of unemployment?
‘The usual analyses of the dletgibution of unemployment use

;the monthly unemployment concept.and deal with the share of
unemployed who are young, o}d, white, black, men, and women.

* Since in a diven\month a petson is eithet unemployed,
employed, or not-ln.the laoot force, the distribution of
unemployment among.wotke%s is entirely concenttated among
those unemployed that month.‘ However, over a full year
period, it does make sense to coneider the distribytion of
unemployment among workers. With data from the March 1978

\ QPS on the ptecise number of weeks employed, unemployed,
and-not_in the labor force experienced durinq 1977, we can

measure - the efuality in unemployment over the labor force.

’ ¢ N
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fn 1977, according to the March 1978 cps, the labor
‘fotce worked 4.5 billion weeks and expetienced 293 million
weeks of unemployment.- I1f unemployment had been equally
'shated the average full-yeat member of the labor force
woulg have wotked about 49 weeks and been unemployed about
3 weeks., The actual situation shows far less equality in
the expetience of unemployment. ‘ .
The best way to view the inequality of the unemploy-
ment burden is first to measure the sha e of workers who
'expetienced unemploygent and next to examine the dxstti-
bution of unemployment among those.unemployed at least one
week. We immediately find substantial inequality; over 83
percent of wotkers suffeted no unemployment, leaving the

J

full burdx: fallinq on the othey¢ 17 percént, Further, even
unemployed, the distribution of unemployment was

anong the
highly unequal. To {l1listrate the inequality of unemployment
among those with some unemployment, we present in Figure 1

a .graph plotting the cunulative share of unemployment borne

‘s
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s, " by the share of workers expetienclng unemployment, ranked by

£
weeks ‘of- unemployment 7=~ an unemployment Lorenze Cutves. i

) . The 45 degree diagom;/ depicts fulluequalxty.‘ Note that the.
A _ actual distribution d}eplays substantlal‘{nequality. The 2&\\
"oetcent of persons with tne.most unemployment accounted.fot,,/
about half of all undmployment. Tnis-ZD percent of yotkege -
is the gtoup with 26 or more weeks of unemployment. I1f we s
- define the long-term unemployed as those workers who face 15
.or more weeks of unemployment, we Eind that- the long-term .
unemoloyed suffer three-quarters of total unemployment.
. ?hese data show qbvery.different_pictute,than data
basea on monthly averages. 1In the‘avetage month dutinq
1977, only 28% of the unemployed ﬁau.faced 15 or more weeks
of continuous unemployment.. This flgute and similarf gnes

-

heve led some to conclude that most unempioyment faced by

' * the.general population is relatively short-term.9

The
annual oata indicate the reverse, that most unemployment is.
- borne by a relatively small' group cf those- experiencing
. unemployment. To reconclle the data, we must first ¢ aember
- - that the monthly data refer to the lengths cf unemployment
in the currecat spell while the annual data show the entire
amount of unemployment from all spells during the year.
Second, we must d’stinguish-between thexduratinn og_unem~

ployment of the average unemployed person (which is shori)

S
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< and the duration of unemployment among members of the /group

¢ 'accounting for the average yee” of unemployment (which is
. . :'ldng). o N I ' .
' kecent research on labor force transitions strengthens -
* - the case for usinq each worker's. total weeks-of unemployment
« - " '-over the years instead of relying on-the duration, of speclfic

-»{_' spells of-unemployment. Clark and Summers found that a

lérge fraction of spells'ot unemployment either begin or end

. with' a spell outside the labor force.l0 Their Jwork talls into
4 ' v ' '
gquestion the usual interpretation of high turnover’ as ‘
¢.~ _ meaning workers frequently md&e in and out of jobs. It~--

turns out that much of the furng‘fr occurs because some
. ) workers wHo cannot find Jobs over a long pericd report

.

¢ // themselves as outside the labor force for one or two months.
/~\5 Cumulating weeks of unemployment over the vyear takes agcount

of these interrupted spells of uQemoloyment without‘going so

far as to count time outyide tha labor force as unemployment.

o The inequality of unenp loyment extends to all demo-

s'graphic groups. It we look at.the way unemployment is -

" shared within each age-race-sex subgroup,;we find that most
ot the differences between subgroups oomes from differences
in.the share J>f workers wno'experience any.unemployment.
Among edult nales, 25~64,:12 percent of white workers and 20
percent of black workers had at least one.week of unemploy-

ment. In the case of younqg men, age 18-24, 31 percent of
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white workers and 43 percent of black wo:kerb were

'unemployed ‘sometime during 1977.' Sim&*at differences ! .

Ny
appeared when we compared adult women workers with young

R

women workers, Within age-tace-sex subgtougs, wide .

d1fferences exist in théAshare of wotkers expetienclngﬁsome
:

unénployment in given year,_however, the d#&gpibutions of

total weeks of u?%qgloyment amo ng worker$ with unemploxment

were similar fof all subgroups. The unemp;eynent each group

- —— . o - —— - - - -

. - * .

expetlenced was cdhcentrated heav11y among a smaLl per-

*

*antage of workers. dlthin all major age-race-sex gqroups,
/°

- about 40 per cent of the.unemployed suffered three-quurtefs

”» L4
e
.

of all unemployment. - '

In summary{'the vast bufh'of unemployment Qvér-é one .
year period takes' place émong a small share of the unempioyeé

' ) .
and a4 very much gpaller share of wdrkers., Of.the 17.6 |

Tillibn 13-54 year olds who experienced uome.unémployment,
about 7.1-million.werq-unempioyed lS'Qéeks or nore.- Tmese
7.1 milion workers, who made up less than 7/ per cent of all
wh3 worked or looked for work in 1977, account for about ‘
75 per cent of total weeks of unemploymnnt. Even among
'young workers, only a smail shgre of wurker béar most of
tne unémpioyment; The full year figyures give a different
impression from the monthly Ei@utes. . In the typical month

\

in 1977, only 560,000, 0('23 pgr’cgnt of the 2:4 million

unemployéd 18 to 24 year-olds, had been unemployed for 15

*)
. . ' - . < l . -
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weeks or m%re in theirc curred® spell of unemployment., The

full year data show that 2.5 m115}on young workers expet1enced

15 or more weeks of unemployment during 1977 Although theg&
) D ». »
«2.5 million ‘workers wexe only 36 per'cent of those expeti—

encing wmMempToyment and 11 per. cent of all young workers,. -

they 2ccoun€§d for 72 .per cént oﬁ-totg}.weeks of pnemployment:

t

The conoentrgtion of unemﬁioYment amorng a group with
substantial unemployment sugqests that it is approptipte to
(épeak of an identtfiable group of severely, or structurallyjy
- unemployed workers. However, unempfoyﬁent experience in one
year-may:?ot:be'enouéh to claszify someone as stzuctutqlgy

unemployed.- It is possible that unemployment is more evenly

spread across individuals over a two-year period. If so,

. .. . P

.‘unemployment might not be as concentrated as data covering

only one year suggest. . e .

// To shed.light on these questions, we looked at the

March 1978 employment status of workers with and without

—— . .
A . .

unemployment experience during 1977. The results indicated  ~
that the hiqgh concentration of uneqploygent extends beyond

" one year. It appears that unemployment experience during
1977 is a much better predictor of March 1978 employment
status than is age, race, or sex. As.Table 1. shows, those
workers who were fully employed in 1977 generally continued
their successful exprerience in March 1978, In sharp

1

contrast, those indivfduals vith any unemployment in 1977

N
i
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faced very high 'unemployment rates in March 1978. Among
:thos; expérienqing 15 weeks or more‘unemploymeht.in 19/7,
thé Maf?h 1978 unemployment rates were even higher than the
208 plus rates found among those with any unemployment.
0‘ We have.shown that unempl.yment in a period of reason-
- ably pibh‘employment is céncentrated:within the group that
suﬁfe;s‘substaqtial unemployment. These results give us
36n£idéﬁée'that\thosg with substantial unemployment in a
high employmént.ygat are an identifiable grbup that may be *
- _

reasonably %iewed as structurally unemployed. We now turn

to examine.the éomposition of .this group of workers.

<)




Table 1

C—
Workers With and Without Unemployment in 1977, by
Age, Race, Sex and Unemployment Rate in March 1978 )
) Males . _ Females
— white -dMonwhite White Nonwhite White Norwhite White Norwhite
18-24 18-24 25-64 25-64 18-24 18-24 25-64 25-64
.orkers with
Unemployment
" As percent of . .
all workers 31 43 - 12 19 36 . 46 13 7 20
Unemployment . ®
Rate, March 1978 22.3 44.4 22.0 24.6 T 19.2 - 37.1 16.8 3247 .
Workers with
15+ weeks of ) .
Unsinployment
As percent of
all workers 11 22 5 11 ° 7 20 5 10
Unemployment : .
. Rate, March 1978 29.8" 55.0 31.0 34.0 3l.1 41.3 24.4 40.9
Workers with no
Unemployment
As percent of
all workers 69 57 88 8l 64 54 87 80
. Unemployment
Rate, March 1978 5.0 7.6 1.3 2.6 5.2 10.4 1.7 2.5

Note: The workers category is this table is made up of persons who worked or looked for work
sometime during 1977. :
Source: Tabulations from the March 1978 Current Population Survey.

27



B, Identifying the Structurally Unempleyed
. ]
i . .

There are two possible apptoaches to examinxhq how

sttuctutal unemployment vaties across demogtaphic gtoups.'
1
One is to determine the shate of unemployment identified as
. ‘ 1 ¢
structural that is borne by each age-tace-sex group. This

~

answers the question, 'Given a sttucturaﬁly unemployed
individual, what are the chances the person is a younq'.(
black man, a white adult ;oman, or a person in any othe;
group?" The seéond approach is‘to look at the share of ‘each
demographic group that expe}iénces"sttuctutal unemployment.
These data allow us to look a£ how the incidence of
;tructutal unemployment varies across groups. It is
important to utilize both apptogches in devising ggployment
and training programs. As we show helow, the incidence of

structural unemployment is very; hign for some groups (such

‘as young black men), which accounts for onmly a small portion

of total structural unempld&ment. |

( .
To determine who experiences substantial unemployment in

relatively high employment periods, we first specify’three
measures of "substantial unemployment." The three are:

(1) unemployed 15 weeks or more during 1973 (or 1977) and
unenployed in March 1974 (or March 1978); (2) ugemployed
during %973 (or 1977) and unemﬁloyed for a spell of & weeks

or more in March 1¢74 (or March 1978); and (3) unemploye-l
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. . . . " 9.25 & v
15 weeks or more during 1973 (or 1977) and unemployed for
a spell of 8 weeks or mofe in §gtchjl974 (of March 1978).

. Bgséd(on these measures, we derive numbers, for-.total’ s

1//~ structural unemployment and for the composition by ege,

race, Sex and-other categotles. The numbers appear in’

L 4
*

Tables 2 and 3. s ‘ C o
/ The most eptiking.tesult i's that the composition by
/ age, race, and sek,\ie vittually unaffec;ed by the mneasure.
of unemployment or the year.. While the $ize of the
sttucturally unemployed pool vaties with the sttingency of
the unemployment measure and the ‘time period, the shate of

the’ structural unemployment burden botne'by yo&hs, adults,

men, women; uhites; and blacks remains about the same.
i d . ' ' \‘ k

Almost 2 out of 5 structurally unemployed are young (ages 16

to 24), about 1 of 8 are nonwhite youth, 1 of 3 are women,

and over 1 of 3 are ptime-age.men. Of ‘all the age-race-séx
categories, prime-age Vhitd men make up the highest share of
the structurally unemployed pool. This conclueion may be

surprising to those who focus on the low unemployment rates

12 However, it is not surprising

of prime~age white men.

}qiven that prime-age white men make up the highest share of
\

the total labor force and given our earlier results showing

their unemployment is concentrated over a small share of the

qroup.13

.

@,
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- A-}l Groups

" Males -

-t Age, 16-24

L' . white
Nonwhite
A
“Rge, 25-64
white
. Noqwﬁite

Age, 65+

~ +Females

Age, 16-24
White
s Nonwhi'f .

Age, 2564
White
Nonwhite

Age §5+

Source: Tabulations from March 1974 Current Population Surwey.

———

The Composition of thie Structurally Unempioyed,
_ Based on Unemployment

Ay

'G

.

{4
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'rable_ % t .

$

Experience in 1973 and 1974

Unemployed 15 weeks or more, 1973

Number
(000°'s)

756

d

489

185
142
43

284
210
74

20

267

96
66
30

163
134
29

Unemployed, 8+ weeks
March 1974

»

X -

Unemployed in 1973 * '

Unemployed 8+ weeks

21

Une’.“bl eyed,
March 1974 March 1974
Number  « | Number . °
Percent (000's) Petcent‘)'§900's)

100 1097 - 4100 1320
65 698 64 833
24, . 219 25 312
19 211 19 221
6 68 6 91
38 386 35 494
.28 * 295 27 383
10 91 8 111
3 32 3 27
35. 399 36 487
13 150 14 176
9 + 101 9 131
4 49 5 45
22 235 21 200
18 195 18 245
4 40 . 3 45

1 14 1 9

Percent

100

63

24 N\
17 .
7

37
29°
8
2

37

13
10
3

22
19,
/3

1



All Groups
&

Males

s Me' 16‘24

White
. _ Nonwhite

Age' 25"64
- White
. Norwhite

. Age, 65+
A\

Females

e Age; l6-24
- White
Noswhite

Age, 25-64
White
Norwhite

Age 65+

P

Source: Tabulations from Match 1974 Current Population Survey.

_Table 3

N ¥
The Cumposition of the Seructurally Unemployed,
Based on Unemployment Experience in 1977 and 1978

LN
?

Unemployed 15 weelté or more, 1977 Unemployed in 1977
Unemployed, 8+ weeks Unemployed, ~ Unemployed 8+ weeks
March 1978 ‘ March 1978 , March 1978

v Number . “~. . Number , . Number .
(000's)  Percenti’  (000's) Percent (000's) Percent

i . SN

1542 100 2142 100 ; 2383 . 100

1017 64 1379 64 1525 . 64

415 .27 .~ 572 27 658 28
271 18 390 18 467 | 20 .
144 8 182 8 191 8
574 - 36 773 36 830 35
472 29 . 621 29 687 29
102 7 152 7 4 143 .6
29 2 35 ' 2 37 2
525 34 763 36 858 36
~ 208 13 323 15 377 16
132 8 212 ™10 255 11
76 5 111 5 122 5
306 .20 421 - 20 462 19
206 13 : 278 13 334 14
99 6 143 7 129 5

11 1 19 1 19 . 1

]

o
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These results show how much structural unemployment.
* each demographic group suffers. To examine the! incidence

of structural unemployment, or .how likely any member of a

group is to suffer structural unemployment, we must look at
each group to see what fraction of the. group experienced
¢ _structural unemployment. Here, we find familiar results.
The incidence of structural unemployment is highest among
young ‘black men. Of those young black men who worked or
looked for work in l97ﬂ, nearly 1 of 10 met the strictest
tast of structural unemployment. in‘contrast, only 1 .of 100 o
prime-age male workers‘were structurally unemployed on the
o basis of this measure.: - |
Turning'to other charaeteristics, we find that a
majority (57 percent) of the structurally unemployed com-
pleted 12 years of schooling and that most lived cutside the
largest 35 SMSA's. However, the incidence of structural
unemployment was higher for the less educateu"than for high
schoo! graduates and higher for those living‘in-the largest
10 SMSA's thar for those 1ifing elsewhere.
The total number of structurally unemployed as derived
S\_' from'the three measures of substantial unemployment is well
under the number of workers ého experienced many weeks of
unemp loyment in 1977. Of the 7.5 million workers who.were
wnemployed 15 weeks or more in 1977, only 1.5 million met

the mast strinyent test of being unemplqyed-s weeks or more

¢ .
.
Of"
oy
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¢ in Matcﬁ 1978. An additjonal .6 million were unempioyed in
Margh 1978. but for jess than 8 weeks. Of the femainiﬁg 5. 9

million, 4.3 million wete\employed and 1.0 million were not

In the.labor force in March 1978. (jnly 37,000] of those out..

|

’I

- ‘of labor foébe wefe discouraged wonkets.)
These - numbets indicate that a réasonable estimate of

the-average level of structural unemploymeént is 1.5 million’
workers. However, this number no doubb\understate;\the.
number of woqkets,yho should be classified as“sttdétutally
.unemplo§ed based onqthéir‘full-yeét expetiencés. For
exémble, many of the 4.3 million employed and the .6 million
short-tern unemployed in Match%197§ will face subﬁtantiél
unemplﬁyment,gome.otﬁet time in 1978. It is difficult to
esiimate thé total number with consistent patterns of
substantial unemployment without_daéa on the :ame

individuals for a period of high employment years.

-
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- C. ‘WOrk'ﬁxperience of the Structurally Unemplo&gd

..
* { o . " ' . .

-

In spite of their chronic unemployment experience,

most of the stiucturally unemployed have conSiderable work

i
experience) Of the workers unemployed 15+ weeks in 1977 and

t

», “
8+ weeks in March 1978, almost ‘three-quarters worked for.
pay durinq 1977. Tnese workers  daveraged about 20 weeks of

employmeng, Nearly all age~race—sex cateqories of the .

structurally unempioyed renained in the labor force almost,

A B}

the entire year."Young men, 18-24, averaged 48 weéks in the

[ Y L XY .
labor force; adul% wamen, 25-64, averagéd-46 weeks and
. . o4 . \

adult men averaqed 51 wEeks. o . o

Those. structurally unempioyed according to the

istrictest measure worﬁed in all/'the majog occugﬁtional

groupings. About 20 pergent had experience iﬁ white collar
A
occupations; almost.40% had experience in semi*skilled blue

collar po!};ions. When these structurally unenplpyed found

jobs, they worked in all the major industries. Only the

constructxon in8ustry was heavily overrepresented amonq the )

) - g

structurally unemployed. Anonq*white adult nen, construction

was an especially important industry. "While 1n% of the
white adult men with work were employed in the construction
industry, about 35% 6f the structually nnemployed came from

constclUction,jobs. It is Jikely that mapy of these men

)
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£ace substantial seasqpal unemﬁioympnt; their unemployment

difficulties are probably due'to industry employment: ,

fluctuations, and not to a lack of marketable skills. Some

N 0 . R

. of the construction workers expetiencing'chtbnic'unemploy-

ment might be considered as voluntarily unemployed in the
&‘ . . +
sense that they have chosen a high-waje, unstable occupation
. ~ . " ' . .
over a moderate-wage, stable occupation. However, unemploy-
.\ ‘ < )

- ment of most chrohically unemployed construction workers

{ ’

‘cannot be written off in tnis~way. Among white adult:men in:

. -

2

the constfuction 1ndustty, 60 percent of those classified as

structurally unemployed carned under $7500 per year. Y

. . - ’
4 . .
. -
.
. . )

o ..
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D. Structural Unemploymént and Inadequate Incomes
P

>
This section focusSes on two questions:i What.shate.of
the sbtucturally unemployed come from fami'ies with poverty,
and near-poverty incomes? ‘And, to what the extent does
structutal unemployment contribute to low income status? As

above, we use several measures of unemployment éxpetience to

approximate structural unemployment.

The first results show that tHe structurally .unemployed
are not primarily from poor and near-poor families. ‘' Among
those who expe;ienced.ls weeks or more unemployment ‘in 1977

and 8 weeks ot more by March 1978, about half were in

“~ families with 1977 inconles of $10,000 or more; ovet 308 were

in families with incomes of $15,000 or more. Using povetty

thresholds that take account of income and family size, we

.find that about 20 percent of the struct tally unemployed -

’

were in poor families and anothet 30 percent were in near-

»

poor families (with incomes between 1 and % times the

L 4

poverty line)’ These results hold for youth and adults, for
a variety of .measures of unemployhent expetience, and for
the 1973-74 and the i977-78 periods.

Although workers, from middle and upper income
families suffeted about half the structural unemployment,

they account for about 70 percent of all workers. Thus,

.
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their share of structural unemployment was lower than
<. their share of the total population. Put anotqer Qay, the
\ .
. incidence of structural unemployment was much higher among

‘low_income families“than among middle and high income

famdlies. Looking.at 1977 exparience, we find that adult
maies with 15 weeks or more unemployment made up about 30
percent of adult maié workers in povr,éamtlies, 15 percent
of adult male workeré in near-poor families, bu£ only 3-5

percent of adult male work¢rs in middle and upper incoime

‘families. . .
C \ ' P

\\\ Still, structural unemployment was not the primary .

cause of low income status. The majority of workers in poor .

7
~ .

and near-poor families did not experience any unemployment
in 1977. Among males, none were. low earners ($100 or less
per weék) in poor or near-poor families, only about 16
percent faced 15 or more weeks of unemployment in 1977.
Apparently, low weekly earnings contributed more to low
income status than did long~term unemployment. Of the

1.7 million adult male workers in poqr families, 503,000
endured fﬁ weeks or more unemployment while 656,000 had no
unemployment but earned less than $100 per week. In the
case of adult female workers, the probiem of low weekly
earnings was even more important. Of the 1.7 million female ¢
workers in poor fam}lies, 365,000 were unemployed 165 woeeke
or more, while 860,000 had no unemployment but earned less

. than $100 per week.
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- The adult wéffers in poe} families who did experience L
‘long-term unemployment were frequently heads of families
/with childres urider 18. Such family heads'acégunted_fot
about half the long-term adult unemployment in poor familles.
However, most of the wotkers-heading poor and near-poot ~

families did not experience any ‘'unemployment duting 1977.

~.+  In summaty, we find first that structural unemployment
does not occur primarily in low income families. While poor oo

- and near-poor families‘bear far more than their ;hate of |
structural unemployment, most of the sttuctutarly.unemployed
live in middle or upper income families.,: Seeond, we find .
;hat‘Fhe majority of workers in low income familie; are not. - .. ‘

. among-the.sttuctq;ally unemployed. Long-term unemployment

does account for the low income statys of many-’poor and

9. .
near-poor families, but the problem of low earnings appeat§

‘ :
to have an even larger impact. _ .. °

0“{ " "
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I1I. Breaking Down Barriers to Unsubsidized Employment

4

Assessing the causes of structural unemﬁloyment

and suggesting how to overcome them are tasks that go

beyond the scope of this paper. However, it is possible

to draw -some imélicatigns for policy from-the data and the
. analysis appeafing in earlier sections. We limit the dis-
":?~ cussion to issues involving the appropriate target groups
.5, for employment-éhd training ptogtams.and the best method for
overcoming baryiers to unsubsidized employment.

Those who explain‘ﬁttuctutal unemployment by defi-
diencies in individual workers tend to;see lack of education
aﬁa ttafning as.the primary barrier to unéubsidized gmplé?hent.
According to ﬁhis view, increasing aggregate demand will
lafgely bid up wages of trained workers while doing little
to increase 9mplo;ment of untrained, structurally unemployed
workers:

| I1f this view of the problem and its solution were
ccriect, we w&uld expect to find that the structurally
unemployed either cannot find any job or earn very low
earnings when - they de¢ work. Whilé‘this picture is valid for
some of the structurally unemployed, it is inaccurate for
most. As noted above, 75 percent of the structurally
unemployed in the 1977-early 1978 period did find. jobs in

! 1977. These workers averaged 20 weeks of employment.

»

-
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Thus, simply adding weeks of employment in existing jobs
(perhaps by increasing éemand) could have overcome most of
the structural unempldyment problem.14

For those structurally unemployed who leave low wage
‘jobs in search of better jobs, the simple policy of adding
weeks of emﬁloymeqt in.existiné jobs would be inadequate.
We do not have the data showing the extent to which voluntary
movefients between jobs account for structural unemployment.
However, by examining the yeekly earnigas of those who did
work, we can see how many of the structurally unemployed
had sufficient skills to earn at least $150 per week. The
.numbers in Table 4 show the share of the structurally
unemployed who worked in 1977 for low and moderate earnings.
The nature of the structural problem appears to differ by
subgroup. Very few women or young nonwhite men were able to
f{nd jobs paying $150 per week. In fact, well over 70% of
these structurally unemployed groups either did not work or
worked for less than $100 per week. On the other hand, high
shares of prime aged male workers found jobs paying at
least $150 ﬁer week. Thus, while lack of skills appeared
important for soie groups, one-third of the structurally

unemp loyed had enough skills to obtain reasonably good jobs

for. part of the year.

4
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Table 4

The Distribution of Weekly Earnings Among Workers Unemployed
15 Weeks or More in 1977 and Unemployed 8 weeks or More in M:irch

Percent in Earnings Bracket

Numbers .

“(in 000's) $ 00 S8l- 99 $100 - 149 $150+
white males, 18-24 230 11 27 23 39
Nonwhite males, 18-24 129 43 33 14 10
white males, 25-64 472 19 9 14 58
Nonwhite males 25-64 102 32 16 12 ' 40
Wwhite females, 18-24 - 113 24 52 9 14
Nonwhite females, 18-24 66 39 39 14 ' 5
White females, 25-64 207 27 27 17 30
Nonwhite females, 25-64 99 4 17 21 14
Total, All Groups . 1417 25 23 16 36

Source: Tabulations from the March 19/8 Current Popuiation Survey

11 -
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Further evidence on thé woxk'abilities of many the
.structurally unemployed comes from data on educational '
attainment. Note in Table 5 that about 3 out of 5 of the
structurally unemployed completed 12 or more years of
icnooling: In general, the'qﬁructura;ly unemployed did
g have less education than the average wérker. However, ¢
differentials in high school completion between the
- structurally unemployed and other workers were small for

all subgroups excer 't prime-age white men.

These results*ihdiCute.that‘direct embloyment sé}mulus
might re.'uce structurai unemployment substantially. ‘Po.icies
to stirulate demand for the structurally unemployed might
include targeted tax credits, incentives fof employers
to avoid seasonal layorfs, and aggregate demand stimulus
accompanied by anti-inflation policies, Special.education
and training are probably not necessary policies for many of
the structurally'unemployed. However, policies to uj«rade

R skille still have an important role for many of the |
N structurally unemnployed as well as for many working stegd 'y
at very low waqge jobs.
The possible inclusion of the underemployed raises
the issue of which workers ke up ?ho appropriate target
gqroup for employment and training p;uqrams. It is clear
4

from onr results and from other work that many of those

experiencing chronic problems of inadequate earnings do not

1.
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’I‘able/s

4 .

Educational Attainment of Structurally Unemployed- and All Workers

Bhare of Workers with 12+ Years of Schooling

e _..ostructurally
- ' ) ' Unemployega All WOrkersb
White males, 18-24 67 78
Nonwhite males, 18-24 . 48 63
White males, 25-64 55 76
Nonwhites males,.25-64 51 60
White femailes, 18-24 80 85 o
Nonwhite females, 18-24 85 77
white females, 25-64 66 79
Nonwhite females, 25-64 52 64
Total, All Groups 61 77

@ These are workers with 15 or more weeks of unemployment in 1977
and 8 or more weeks of unemployment in March 1978.

b 'hese are individuals who worked or looked for work in 1977.

Source: Maich 1978 Current Population Survey
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emperience structural unemployment. In fact, as noted

above, the structurally unemployed make up only a small

share of the eountry's low earners. It would be inequitab o .

to exclude underemployed persgﬁé with earnings brospects as

poor as the structerally unemployed from employment and

training programs. For this redson, the Comptemensive

Employment and Training Act .(CETA) does mandate the provision

of enployment and tralning to the underemployed as well as,

the unemployed. ) : R _ ‘
Given that resources .are too scarce to cover the s,

several million lomg-term unemployed and the umderempleyed,

the government must decide which workers deserve priorlty

in employment and tralning programs. It is natural that w

the workers ins the poorest families should gain first

access to the special programs. For these workers, the lack

of an adequate paying job causes income deprivatien for the

family; It turns out that income-conditioning does exc'ude

very large numbers of the structurally unemployed. As not ed

above, 30 per cent of those experiencing long-term unemploymen

in 1977 and unemployment in March 1978 were in-families with

incomes of $15,000 or more. To taryget resoirces on families/

most in need of additional earnings, the new CETA Title I1

programs limits participation to persons in families whose
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t income over the 6 m;nths prior to entry was no more than
70 per cent of the Buteau;of Labor étatistdcs lower'liviﬁg
level. | | |
Does the emphasis on the iow incomé component of
the structurally unemployed alter our e#tliet conclusions
about. _the ﬁﬁabetg requiring educatioﬁ and training?
Apparently, yes. O0Of all thkets unemployed 15 weeks or
more in 1977 and unemployed in March 1973, almost.60 per
~ cent had gtéduated 9Iqh school and apout half had worked at
jobs paying #re than $100 per week.  Bv%, structurally un-
-7 ~employed workers in fa@ilies with.povett§ or near-poverty
incomes had less education and work experience. Of the low.
income structurally unemployed, over half had not completed
high school and only one-thi}d had earned as much as $100
per week in 1977. v
1t is worth highlighting two conclusions that.emetge
from the analysis. First, much structural unemployment
occurs among workers from moderate or high income fgdilies;
many of these workers have considerable work experience
at adequate paying jobs, and the maﬁority have graduated
high school. These workers are not the appropriate targets
for government employment and training programs. Nor is it
clear that high expenditure efforts should be put feorward on

their behalf. However, we should examine the causes of

their unemployment and should attempt to come up with

- f 4.
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solutibné. if we could stimulate aggreéage demand without
excessive increéses in inflation, most of theée workers
would not ;equire.special-gQVernment programs to become more
ﬁullf employed. Other solutions might involve attempting 1/
to reduce seasonality and to improve transition from one ‘job
to another, perhaps with such torls as°télocation allowances.
A second part of struckural unemngloyment hits .

wépkers from low income famiiies. Few of th%se workers

earn adequate weekly amounts when they do work. Many need
re.medial education.” However, the size of the poter;'tial

pool of low earners in poverty or near-poverty famjlies is

- A

enormous, numbering over 6 million workérs. THe Admini-
.stration has attempted to set priorities within this group
by proposing a jobs component in welfare ;eformithat assures
employment for all prim;ry,garners in féhi{ies with children,
I1f we are to raise ehe eathfngs of all the low earners

. in poor families, we will Wave to achieve subsikantial
syccess over a long peried PE Yéé}s in our employment and
training efforts. [Even the more modest goal of substantially
reducing structural unemployment among low income workers

will require that many workers find jobs at low weekly

earnings acceptable.

Pl
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FOOTNOTES g

See B, Fleisher, Labor Economics (1976), PpP. 267-271,
for a discussion of the geographical nature of
structural unempldyment. :

See J. Tobin and M. Bailey, "Macroeconomic Effects
of Selective Public Employment and Wage Subsidies,
Brookings Papers Economic Activity (BPEA) 2:1977 .
pp. 511-545; and R. Hall, "Why is the Unemployment
Rate So High at Full Employment, BPEA 3:1970,

pPp. 369-411; and "The Process of Inflation in the
Labor Market," BPEA 2:1974. pp. 343-411.

v

See A, Okun, ®Inflatien: 1Its Mechanics and

Welfare Costs® BPEA 2:1977; pp. 351-403.

M.J. Piore, "Unemployment and Inflation: An
Alternative View," Challenge, May/June 1978.

See Glen Cain and Dennis Aigner, "Statistical
Theories of Discrimination in the Labor Market®,
Industrial Labor Relations Review, January 1977.

See .The Current ngplat1on Survey, Pesign and

Methodology, Technical Paper #40, BuUyeau of the
Census.

To derive the 1977 annual average unemployment

rate from the March 1978 CPS, we divided the total
weeks unemployed during 1977 by the total weeks in
the lahor force. The rate calculated in this manner
was only 6.1% for 1977 as a whole. It turns out
that annual unemployment rates derived from the
March 1976 and March 1977 surveys were also con-
siderably smaller than the annual rates drawn from
the 12 monthly surveys. We do not have a full 4
explanation for these results.

This is an application of the Lorenze Curve, the
normal use of which is to measure income in-
equality. See A. Sen, Income Inequality, 1973,
Oxford, Clarendon Press, for a discussion of the

Lorenze Curve, N
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12.

13.

14.
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M. Wachter, for example, in “The Nature of the
Unemployment Problem", Challenge, May/June ‘1978,
asserts that most unemployment 1is short term.

K. Clark and L. Summers, "Labor Force‘Tfénsitions
and Unemployment®, Technical Analysis Paper No. 59,
Office of the Assistant Secretary for Policy,

_Evaluation, and Reseafrch, U.S. Department of Labor, .
* October :1978. . ' ‘ N

More formally, in the first approach, we compute
the probability of being in a particular ade-race-
sex group conditional on the fact that a person

is structurally unemployed, P(ARS/US); and

in the second approach we compute the probability

‘of being structurally unemployed condétional on the

age-race-sex group of the person, P(u /ARS).

See Wachter, op. cit, and G.E. Johnson and
A. Blakemore, "The Potential Efficacy of Employ-
ment Policy in Reducing the Non-Inflationary

‘Unemployment Rate®”, American Economic Association

Proceedings, 1978.

More formally, note that P(ARS/US)= P(U®/ARS)
P(ARS)/P(US). For black nale -youth the conditional
probability of being structurally unemployed is rel-
atively high, P(US/ARS), but the probability of
falling into that group is relatively low, P (ARS) .
The reverse is true for prime age white males.

It does not follow that increasing aggregate demand
would have been a viable solution since structural
problems unrelated to the skills ot the unemployed
could have fueled inflation c¢r limited the increases
in demand for the struccurally unemployed.
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