Have employment patterns
in recessions changed?

A survey of postwar recessions shows that

the increasing proportion of service sector jobs

has moderated overall employment declines;

women in nontraditional jobs, blacks, and youths

bear a disproportionate share of job losses

NORMAN BOWERS

By virtually all economic indicators, the U.S. economy
entered its seventh post-World War II recession in early
1980.! What now remains open to analysis is the depth,
duration, and diffusion of the downturn, as well as the
rapidity or sluggishness of recovery. Such measures,
however, are far more meaningful when examined in a
historical context.

A survey of postwar recessions offers an opportunity
to address many interesting questions. For example,
what is (has been) the magnitude of cyclical changes?
Have there been any changes in the way the employ-
ment of different groups is affected during downturns?
Some recent research has suggested that the response of
employment to cyclical fluctuations in production (out-
put) has changed over the past 3 decades, although the
“significance” of this change is apparently quite depen-
dent on the degree of aggregation used in the analysis.”
In addition, no clear consensus yet exists about the rea-
son(s) for any change in this relationship.

Norman Bowers is an economist in the Office of Current Employment
Analysis, Bureau of Labor Statistics.

Okun’s Law has often been cited in this context. As
originally formulated,’ the law states that the aggregate
unemployment rate moves by about one-third as much
as the gap between actual and potential gross national
product (GNP gap). Although some recent research has
questioned the continued viability of the original rela-
tionship, other analysts have argued that there has been
little actual change in the unemployment-output corre-
lation; rather, the responsiveness of unemployment to
the GNP gap has always been around 45 percent. How-
ever, the relationship may differ substantially among
sectors of the economy so that an exclusively aggregate
approach is not always the appropriate procedure, and
the connection between employment changes and the
unemployment rate is not entirely a direct one. A goal
of this article is to present information needed to esti-
mate the sensitivity of employment to given declines in
production within particular key sectors of the econo-
my. Related to this is the question of the relative im-
portance of the unemployment rate as a cyclical
indicator. For example, to some analysts the high rate
of unemployment experienced in the 1973-75 recession
was not entirely the result of employer-initiated job ter-
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minations and the resulting shortfall in job opportuni-
ties. Instead, it has been suggested that a surge in the
participation of women in the labor force, either in re-
sponse to a deterioration in family earnings caused by
the recession or as the result of a temporary mispercep-
tion of available opportunities, was a major reason for
the large increase in unemployment.*

The purpose of this article is to present and analyze
data that may be useful in answering these and other
questions on labor force statistics in recessions. The em-
ployment-production relationship is explored first. Then
the impact of cyclical declines on the employment of
specific worker groups is examined. Finally, in light of
changes in the composition of the labor force, the use-
fulness of the unemployment rate as an indicator of la-
bor market conditions is discussed.

How job losses trace production declines

Faced with a decline in product demand and given
expectations of the severity and duration of the decline,
firms may react by reducing hours worked and invento-
ries, laying off workers, attempting to reduce (the
growth of) hourly compensation, or some combination
of these possibilities and others. Cutbacks in employ-
ment have always been a central response by firms re-
ducing their production. Factors affecting a firm’s
decision to lay off workers include the technology of
production, the desire to retain the most experienced
workers (assuming that the plant is not shut down for
good), and often a union’s ability to constrain the labor
cost flexibility of the firm.5

To evaluate the impact of recessions on employment
and determine whether the impact has changed over
time, it is necessary to compare cycles of similar severi-
ty or amplitude.® This involves computing a measure or
index of cyclical severity.” But how should the index be
calculated and what weight should be given to various
cycle indicators? Geoffrey Moore and others have
suggested that cycles can be usefully separated by their
duration, depth, and diffusion (DDD).! While this
scheme can provide many insights, it creates a few mea-
surement problems, because employer response may
vary substantially depending on which of the three “D’s”
is prevalent (and employer decisions can feed back to
change the actual situation). For example, a short but
sharp decline in production may engender a different re-
sponse than a long but mild downturn. Another mea-
sure, used by Jeffrey Sacks, calculates the percentage
deviation of industrial output from its trend value at cy-
cle troughs and peaks.? This “output gap” yields a sin-
gle index but may overlook some of the complexities
pointed out by the separability of “DDD.” Another ap-
proach is to attempt to actually estimate the parameters
of the employment response by using regression analy-
sis. For example, a researcher may have theoretical rea-
sons to distinguish between time periods and test the
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hypothesis that the employment-production relation has
changed significantly. Each method has its merits. In
this analysis, a very simple measure was used: various
indexes of changes in industrial production and compo-
nents of real gross national product. Fortunately, the
analysis does not appear to be overly sensitive to this
simple index. However, it is important to emphasize
that many interesting questions cannot be answered
with this elementary approach; for example, little can
be said about how quickly firms initiate employment
adjustments in response to a decline in demand and
whether such lags have been modified over time.

Given these limitations, what do the data suggest?
Table 1 contains information on the percentage changes
in employment, real GNP, and industrial production for
each of the six complete postwar recessions plus the
current period.!°

The data seem to suggest some change, toward mod-
eration, in the elasticity of employment with respect to
production. For example, during the 1973—75 recession
—characterized here as the most severe of the postwar
downturns—the percentage drop appears to be signifi-
cantly less than during 1957-58 (the next most severe
recession), especially among nonfarm payroll jobs.!! A
similar conclusion is reached in comparing the 1960-61
and 1969-70 recessions, which were much the same
with respect to depth and duration. It seems that, for
any given short-run drop in production, over time there
has been a smaller reduction in employment.

A certain amount of caution is required in inter-
preting this assessment as support for the idea that the
relationship between production and employment ad-
justments has changed over time. By all accounts, for
example, the 1973-75 recession was unusual. It techni-
cally began in the fourth quarter of 1973, but firms con-

Table 1. Percent changes in employment, real gross
national product, and industrial production from postwar
business cycle peaks to troughs, seasonally adjusted

Over the period changes in:
Business cycles Total Nonfarm Real gross Index of
employ- payroil national industrisl
ment | employment product production
November 1948 to October
1949 ... ... -2.0 -50 -14 -85
July 1953 to May 1954 . .. . . -24 -30 -33 -89
August 1957 to April 1958 . . =21 -4.0 -25 —-124
April 1960 to February 1961 . -6 22 -6 -6.1
December 1969 to
November 1970 ........ -3 -1.2 -6 -58
November 1973 to
March 1975 ........... -16 -18 -57 151
January 1980 to July 1980 ' . -8 -13 -23 -84

! July 1980 has not been designated by the NBER as the business cycle trough.

Note:  Data for industrial production are from /ngustrial Production 1976 Revision (Feder-
al Reserve System, Board of Governors, 1977); industrial Production January 1976 - Decem-
ber 1978 (Federal Reserve System, Board of Governors, 1979); and Federal Reserve
Bulletin, various issues. Data for gross national product are from Survey of Current Business
(U.S. Department of Commerce), January 1980, pp. 3839, and subsequent issues. Gross
national product is estimated on a quarterly basis. The calculations presented here are
based on the quarter within which each cycle reference date falls. For example, the calcula-
tion for the current recession is based on the change between the first and second quarters
of 1980.




tinued to add to their workforces throughout the first
half of 1974, apparently unwilling to retrench despite
early signs of declines in final sales. Indeed, the index of
industrial production showed little change until late
1974, while inventories accumulated rapidly. Whatever
the reasons for the unusual nature of the 1973-75 re-
cession—the carryover of momentum from the durable
goods boom of 1973 into 1974, interpreting final sales
weakness as but a temporary oil embargo phenomenon,
and others—table 1 still supports the view that em-
ployment is less sensitive to changes in production now
than in past recessions.'2

However, this conclusion is less revealing than might
be thought. It leaves the critical question of whether
this change results from different firm behavior within
industries or from a different (greater) proportion of
employment in industries that, irrespective of the rea-
sons, are less sensitive to cyclical developments. As not-
ed by many analysts, the service-producing industries
account for a steadily increasing share of total employ-
ment, and are generally viewed as more recession-proof
than the manufacturing sector. The following tabulation
shows nonfarm payroll jobs from selected business cy-
cle peaks and troughs in the service- and goods-produc-
ing industries:'

Total

payroll Goods- Service-

Jjobs producing producing
Date (in 000’s) share share
November 1948 ... 45,083 41.7 58.3
October 1949 . . . .. 42,823 39.2 60.8
April 1960 ... ... 54,561 38.0 62.0
July 1964 . ... ... 53,373 36.6 63.4
November 1973 ... 77,867 324 67.6
March 1975 ... .. 76,429 29.4 70.6
January 1980 . . . .. 91,031 29.3 70.7
July 1980 ....... 89,867 28.0 72.0

The data reveal some clear characteristics. First,
service-sector jobs as a proportion of total payroll em-
ployment have increased steadily. Second, at the cyclical
trough, service jobs are always a higher proportion of
the total than at the peak. Third, the employment share
of the goods-producing sector has steadily declined, and
this sector is very vulnerable to cyclical developments.

However, the data do not prove that service sector
employment is immune to recessions. Evidence of im-
munity would have to be measured from a trend-adjust-
ed time series. Even if service jobs do not decline in
recessions, the rate of growth may decline. Moreover,
the relative buoyancy of service employment may be un-
evenly distributed across industry categories.

Table 2 contains information to, assess certain of
these issues.!* Interestingly, prior to the late 1960’s, ser-
vice sector employment grew negligibly or posted mod-

est declines during recessions. But such retrenchment
hardly matched that shown in the more vulnerable
goods-producing industries (to be examined in detail
later). Of equal significance is the source of employment
strength in the service sector. Government employment
increased in each recession, with especially large gains
in the last two complete recessions. The services indus-
try—legal, health, and business services, hotels and mo-
tels, auto repair, amusement and recreation, and others
—also posted sizable gains, especially during 1973-75.
However, for the entire sector, increases were below
trend growth, indicating that service employment is not
completely unaffected by recessions. Of course, the out-
put of services—as measured in the national product
accounts—actually increased 2.8 percent during the
1973-75 downturn.!> Moreover, the services industries
generally exhibit low productivity growth, less techno-
logical advancement, and have a high ratio of direct la-
bor to machines; hence, employment growth is not
surprising, even during an economic contraction.!®

The data in table 2 clearly show that the cyclically
vulnerable part of the economy is the goods-producing
sector. Thus, it is this sector that must be analyzed be-
fore any statements about the (hypothesized) changed
responsiveness of employment to declines in production
can be supported with any confidence.

Table 3 presents information on employment and
production in manufacturing. The question of interest:
Has there been a discernible change in the amplitude of
fluctuations in employment relative to fluctuations in
production? Two points should be noted prior to exam-
ining the data. First, production workers are more sus-
ceptible to recession-induced layoffs than managerial
and other employees. Because of this and the fact that
the proportion of production workers among all manu-
facturing employees has declined secularly, it is impor-
tant to analyze this group separately.!” Second, it is
important to use an appropriate measure of production.
For example, although certainly correlated with produc-
tion, real gross national product includes the output of
both goods and services, and is therefore a less than ap-
propriate comparative measure. Instead, the index of
manufacturing production, stratified by durable and
nondurable goods production, is used for analysis.!®

Several salient conclusions emerge from table 3. Pre-
dictably, production jobs always fall more sharply than
all jobs combined. Durable goods industries are always
more severely affected in recessions, as indicated by the
magnitude of fluctuations in both employment and pro-
duction. The data provide less than unequivocal support
for the hypothesis that the aggregate employment elas-
ticity during business contractions has moderated —at
least for reasons other than changes in the aggregate
mix of employment.

Take all manufacturing industries, for example.
Among production workers, the data tend to suggest
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divisions, seasonally adjusted

Table 2. Changes in nonfarm payroll employment from postwar business cycle peaks to troughs, by selected industry

[Numbers in thousands]
Goods-producing industries Service-producing ind
Total
Business cycles nonfarm Goods Manufacturing Service !
payroli ector | sect Wholesale Retail Servi G t
employment| %00 ton el Durable | Nondurable | sectar trade trade ices |Governmen!
goods goods

November 1948 to October 1949:

Actualchange ............. 2,250 -2,018 -52 —1,654 -1,348 -203 -232 -38 57 54 100

Percentchange ............ -5.0 -10.7 -23 -10.0 -16.2 -28 -9 -14 -9 1.0 1.7
July 1953 to May 1954:

Actualchange ............. —1,528 -1,539 26 ~1,488 -1,151 -337 1 5 ~48 85 130

Percentchange ............ -30 -72 19 -8.1 -105 -45 (") 2 -6 15 20
August 1957 to April 1958;

Actualchange ............ . -2,13 -1,676 -172 -1.417 -1,168 —249 —455 -66 —242 -14 124

Percentchange ............ -4.0 -8.0 -5.9 -82 -11.8 ~34 -14 -22 -31 -2 16
April 1960 to February 1961:

Actualchange ............. -1,188 -1,162 -136 ~970 -787 -183 -26 -24 -122 161 57

Percentchange ............ -22 -5.8 4.6 -57 -8.1 -25 -1 -8 -15 22 7
December 1969 to November 1970:

Actual change ............. —-855 —1,651 -70 -1,580 -1,318 -262 796 18 62 250 351

Percentchange ............ ~12 -6.8 -1.9 -79 -11.2 -32 1.7 5 6 22 28
November 1973 to March 1975:

Actualchange ............. -1,438 -2,736 —~628 -2,192 -1,367 —-825 1,298 88 -3 614 721

Percentchange ............ -18 -10.9 —15.1 -107 —11.2 -99 25 20 " 47 52
January 1980 to July 1980:

Actualchange ............. ~1,164 —1,552 —423 -1,143 —862 -281 388 -31 8 298 125

Percentchange ............ -13 -58 -89 -55 -6.8 -34 6 -6 {" 17 8

' Less than 0.05 percent.

Table 3. Percent changes in manufacturing payroll
employment and production from postwar business cycle
peaks to troughs, seasonally adjusted

Manufacturing
Business cycles Al Production
workers workers Production
November 1948 to October 1949 . . . . . -10.1 -116 =71
July 1953 to May 1954 ........ ..., -8.1 -104 -96
August 1957 to Aprit 1958 ... ... . ... ~8.2 -10.7 -13.1
April 1960 to February 1961 ... .. ... -57 ~77 ~74
December 1969 to November 1970 . . . -79 -93 -71
November 1973 t6 March 1975 ... . .. -107 -139 -172
January 1980 to July 1980 ......... -55 =77 -99
Durable goods
November 1948 to October 1949 . . . . . -16.2 -18.7 -16.0
July 1953 to May 1954 .. ....... . .. -105 -137 -151
August 1957 to Aprit 1958 .. ... ... .. 118 ~152 ~196
April 1960 to February 1961 ........ -84 —-11.1 -11.2
December 1969 to November 1970 . .. ~-11.2 -133 -115
November 1973 to March 1975 .. .. .. -113 ~145 ~19.3
January 1980 to July 1980 ......... -68 -97 -118
Nondurable goods
November 1948 to October 1949 . . . . . -28 -34 +2.6
July 1953 to May 1954 . ......... .. -45 -6.0 -1
August 1957 to April 1958 .. ... .. ... -34 -44 —41
April 1960 to February 1961 .. ... ... -25 -34 -16
December 1969 to November 1970 . . . . -32 -37 -8
November 1973 to March 1975 ... . .. -89 —13.1 -141
January 1980 to July 1980 ......... -34 -47 -76

Note: Data for manufacturing production are from /ndustrial Production 1976 Revision
(Federal Reserve System, Board of Governors, 1977), /ndustrial Production January
1976-December 1976 (Federal Reserve System, Board of Governors, 1979) and Federal
Reserve Bulletin, various issues.
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some moderation occurred after the first two recessions.
From 1957 forward, however, and subject to the limita-
tions of a less than ideal empirical index of the severity
of recession, the relationship shows no clear trend. The
data for durable and nondurable industries yield simi-
larly mixed results. The employment of production
workers in durable goods fell 18.7 percent during 1948—
49, but only 15.2 and 14.5 percent over the course of
the 1958 and 1975 recessions; yet, production actually
declined by larger percentages in the latter two down-
turns. However, other comparisons are possible which
suggest the opposite: contrast production and employ-
ment in 1953-54, 1960-61, and 1969-70.

Examination of the sectors in the economy that have
been most sensitive to cyclical fluctuations provides less
support for the hypothesis that the response of employ-
ment—or, more appropriately, the hiring and firing de-
cision of firms—to short-run output changes has
become more moderate. Using standard regression anal-
ysis, Martin Baily found that there was a decline in the
“long-run output elasticity” for production workers in
all manufacturing, but it was not as pronounced as the
highly aggregate data in table 1 might have implied."
This contrast suggests that, at the empirical level, busi-
ness cycles are very complex phenomena unlikely to be
understood by simple employment-production compari-
sons. Moreover, a single measure of “cycle severity” is



very difficult to construct. Cycles can be alike in dura-
tion and diffusion, but differ significantly in depth. Ex-
actly how these features may interact and affect firms’
hiring and firing decisions depends upon a number of
factors not entirely understood and difficult to observe.

Aggregate hours. As the economy weakens, both jobs
and hours are usually cut. The joint effect is presented
in table 4 for manufacturing production workers.

The data clearly show the predominance of the em-
ployment effect in each recession, with the 1973-75 peri-
od the most severe. In addition, the data indicate that
the hours effect reached its greatest magnitude among
the six complete postwar recessions during 1973-75. In-
formation on the current downturn shows that aggregate
hours lost have been substantial in just a short period of
time. Interestingly, while the employment effect again
dominates, the hours effect in manufacturing and dura-
ble goods is larger than in all but the 197375 recession.
This may indicate the relative importance of hours re-
ductions in the early stages of a recession. Of equal in-
terest is the fact that over the postwar period there
appears to be no trend in the relative importance of the
employment effect. Some recent theoretical work has im-
plied that certain structural changes, especially the de-
velopment of unemployment insurance would have
increased the importance of the employment effect.?” The
data presented here are inconsistent with this view.
However, offsetting changes in other variables are possi-
ble. Also, each recession differs in terms of its depth and
duration, and these differences may engender dissimilar
personnel responses by firms.

It must be emphasized that numerous interesting

questions have been ignored. There is no suggestion
that aggregate data tell us much about the total impact
of recessions on workers—questions about standards of
living, probability of finding a good job, and others.

Impact on age, sex, and race groups

Economic contractions directly affect people’s living
standards through lost jobs, reduced hours of work,
and other factors. Just as jobs in certain industries are
more vulnerable to cyclical contractions, so it is possi-
ble that identifiable demographic groups— because they
may be associated with certain occupations or industries
—experience the employment impact of recession more
directly than others.

Who bears the burden of recession-induced cutbacks
in employment? This question will be examined with a
relatively narrow focus; no attempt will be made to
study the overall impact of recession on different
groups. Thus, the main question is, given relative levels
of employment at the onset of recession, are cutbacks
unevenly distributed? The major advantage of analyzing
only employment changes is the perspective it may pro-
vide on the “last hired, first fired” syndrome, thought
to especially affect women, minorities, and youth.

Throughout the 1970’s, a number of analysts have
suggested using indicators of employment rather than
unemployment to evaluate the state of the labor market.
In particular, the employment-population ratio has been
advocated as both a more “objective” measure and in
better accord with estimates of the level of aggregate
demand.?' One’s belief on these matters aside, it is possi-
ble to examine the peak-to-trough changes in the em-
ployment ratio as one dimension of a recession’s

Table 4. Declines in aggregate weekly hours of manufacturing production workers from postwar business cycle peaks to
troughs, seasonally adjusted
fHours in miflions]
Percent Percent Percent Percent Percent Percent Percent
Hours | of total Hours | of total Hours | of total Hours | of total Hours | of total Hours of total Hours | of total
Industry and effect effect effect effect effect effect effect effect
November 1948 to July 1953 to August 1951 to April 1960 to December 1969 to | November 1973 to January 1980 to
October 1949 May 1954 April 1958 February 1961 November 1870 March 1975 July 1980
Manufacturing
Total effect . . .. ... 62,677 100.0 74,745 100.0 74,247 100.0 44,082 100.0 68,354 100.0 109,675 100.0 64,312 100.0
Employment ' . . . 59,272 94.6 60,656 81.2 56,078 755 39,343 89.2 55,080 806 85,144 776 46,426 722
Hours? .. ...... 3853 6.1 14,089 18.8 15,859 213 5135 11.6 14,634 214 28,505 26.0 19,384 301
Residual® . ... .. —448 -1 o o +2,309 22 —396 -8 -1,360 -20 -3975 -36 —1,498 -23
Durable goods
Total effect . ... ... 55,749 | 1000 56,352 | 100.0 55,454 100.0 44294 | 1000 56,281 100.0 68,483 | 1000 46,773 | 1000
Employment® . .. 51818 929 46,999 834 46,426 83.7 32,080 724 46,680 829 53,323 779 35,455 75.8
Hours? ........ 4834 87 10,832 19.2 10,641 19.2 3614 8.2 11,084 197 17,736 259 12,534 26.8
Residual® .. .. .. -902 -16 —1,479 -26 -1613 -29 +8,600 +19.4 —1,473 -26 -2,576 -38 -1216 -26
Nondurable goods
Total effect . ... ... 6,236 | 1000 18,624 | 1000 15,432 | 1000 9,113 | 1000 13,129 | 1000 41515 | 1000 16,854 | 100.0
Empioyment' . .. 7.956 127.6 14,133 759 10.074 65.3 7487 822 9,012 68.6 31,919 769 11,179 66.3
Hours? ...... .. 1,761 -286 7,164 385 5,615 363 1,683 18.5 4,276 326 11,043 26.6 5,958 354
Residual® ... ... +61 +1.0 -2,673 -144 -257 -16 -57 -7 —-159 ~-1.2 —1447 -35 -283 -17
' Empioyment effect (EE) equals the change in employment (AE) from peak to trough times at the peak (HE = AH x Employment ).
hours at the peak (EE = AE x Hours,). ) 3The combination of employment and hours effects that cannot be allocated.
2Hours effect (HE) equals the change in hours (AH) from peak to trough times employment
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impact. (This approach assumes that the trend factor
between peak and trough is negligible.)

Table 5 contains information on the level of and
change in the employment ratio for all postwar contrac-
tions.?? As'measured by changes in the employment ra-
tio, men are more affected than women, and teenagers
more so than adults, a fact borne out by other research.
For example, in the 1973-75 recession, the ratio for
teenagers and men fell 4.4 and 4.3 points, respectively,
while that of women dropped half a point. The current
recession indicates a similar pattern. The differences in
the aggregate between men and women are not surpris-
ing. For reasons such as discrimination, men and wom-
en tend to work in different jobs, and certain jobs are
more sensitive than others to business cycles. Table 5
also strongly suggests that the employment situation of
black workers weakens substantially relative to that of
whites. In each recession for which data are available,
the black employment ratio fell quite a bit more than
the ratio for whites.

Of course, there are many other ways to examine em-
ployment data. It may be of somewhat greater interest
to probe the share of the employment decline accounted
for by each group relative to its peak share of employ-
ment. For example, if the “last hired, first fired” per-
spective is correct, women, blacks, and teenagers should
experience a disproportionate share of the total drop in
employment.

Table 5. Changes in employment-population ratios from
postwar business cycle peaks to troughs by sex, age, and
race, seasonally adjusted

Total, 16( Men, 20 |y oo Both Black
Business cycles ' years | years o| 3€Xes, | White | and
4 and and ::dy::: 1610 19, workers| other

over over years workers
Peak: December 1948 . 56.8 85.8 309 486 (?) (2)
Trough: October 1949 . . . . . 54.9 825 308 442 (2) (2)
Over-the-period change ... | -19 -33 -1 -44 (2) (2)
Peak: March 1953 . . .. 58.1 86.9 335 495 (%) (2)
Trough: July 1954 . . . ... .. 55.0 83.3 319 411 (?) (2)
Over-the-period change ... | 3.1 -36 -16 -84 (2) (2)
Peak: July 1957 .. ... 575 84.2 35.4 428 57.2 60.0
Trough: April 1958 ... ..., 55.2 80.8 346 398 55.1 56.6
Over-the-period change . .. -23 -34 -8 -30 -21 -34
Peak: June 1960 . . . .. 56.5 820 360 425 56.1 585
Trough: April 1961 ... . ... 55.2 80.6 354 384 55.2 55.4
Over-the period change ... | -1.3 -14 -6 -41 -9 -3.1
Peak: December 1969 . 58.1 80.7 414 445 58.1 58.4
Trough: March 1971 .. .. ., 56.4 784 407 40.6 56.5 552
Over-the-period change ... | 17 -23 -7 -39 -16 -32
Peak: November 1973 . 58.2 788 427 47.0 58.6 55.2
Trough: June 1975 .. ... .. 558 745 422 426 56.5 50.9
Over-the-period change . . . -24 —43 -5 -44 -21 -43
Peak: January 1980 . . . 59.9 75.7 483 485 60.7 54.3
Trough: July 1880 . . ... ... 59.0 742 48.1 465 59.9 53.1
Over-the-period change . .. -9 -15 -2 -20 -8 -12

"Percent changes are based on the actual peaks and troughs of the series rather than
those defined by the National Bureau of Economic Research (NBER). Employment-popula-
tion ratios represent civilian empioyment as a proportion of the civilian noninstitutional popu-
lation.

2Not available.
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Table 6 shows employment changes from peak to
trough—as measured by the household survey—for se-
lected age, sex, and race categories. Also shown is each
group’s share of total employment at the cyclical peak,
and the proportion of the decline in employment
accounted for by the group. Teenagers quite clearly ac-
count for a sizable share of recession drops in employ-
ment. While never comprising more than 9 percent of
peak employment, teens accounted for between 14 and
38 percent of the total net decline in jobs. Men—the
group that makes up the largest, but declining, share of
employment—have often accounted for far less of the
decrease in employment than their peak share of jobs.
This is not true of the current recession, however, in
which men have made up 88 percent of the decline.
Save for the relatively mild 1970-71 recession, the em-
ployment of women seems less affected by economic
contractions than that of their male counterparts. In-
deed, during the 1980 downturn, female employment
has actually increased, as parts of the service sector,
where a large proportion of women are employed, have
continued to add jobs. The data by race show that,
over the course of a recession, black workers are gener-
ally more affected than whites, although so far in 1980
this has not been the case.?

As before, aggregate data obscure many interesting
issues. One important issue is whether the probability of
experiencing a recession-induced job layoff is greater
for, say, women than for men, or for blacks than for
whites, within certain cyclically sensitive industry aggre-
gates and occupations. But this is very difficult to deter-
mine on the basis of available data.

Table 7 uses manufacturing payroll employment data
by sex for each recession for which seasonally adjusted
data are available. (Data by race and age are not avail-
able.) The presentation is limited to manufacturing be-
cause the bulk of recession layoffs occurs in that sector.
Further, the data refer to all employees; while it would
be preferable to use information on production workers,
such data (by sex) are not available in a seasonally ad-
justed form. In addition, there are no payroll data on
the occupational distribution of men and women within
manufacturing, which would be extremely useful in
assessing the potential for a job termination. Lastly,
within the manufacturing sector, industries differ in
their cyclical sensitivity, and because men and women
differ in their industry mix of employment the data in
table 7 may mask some interesting facts.

Given these important caveats, the data in table 7 are
revealing. In manufacturing industries as a whole, the
relative employment impact on women has tended to
steadily increase, while that of men has dropped. For
example, in the 1960-61 recession, while women were
26 percent of peak employment, they accounted for
only 18 percent of the decline; by 197375, the percent-
ages were 29.3 and 38.3, respectively. (In the current -re-



Table 6. Percent changes in employment from postwar business cycle peaks to troughs by sex, age, and race, seasonally
adjusted
November 1948 March 1953 July 1957 June 1960 April 1970 July 1974 February 1980
Category to to to to to to to
October 1948 July 1954 April 1958 April 1961 March 1971 April 1975 July 1980
Total employment . ... ... ... ... .. -25 -38 -30 -12 -07 -25 -08
Men, 20 yearsandover . . .. ......... -28 -29 -32 -8 -6 -25 ~14
Percent of peak total employment . . . 67.3 65.6 64.3 62.8 579 56.1 53.6
Percent of total employment decline . . 77.8 49.9 704 437 46.7 57.4 88.3
Women, 20 years and over .......... 8 -36 -15 -7 -8 -17 4
Percent of peak total employment . .. 258 28.1 29.8 30.7 343 354 384
Percent of total employment decline . . (") 26.2 153 18.3 385 243 (")
Both sexes, 16 to 19 years . ......... -11.0 —143 -72 -7.0 -13 -53 ~34
Percent of peak total employment . .. 6.9 6.4 59 65 78 85 8.0
Percent of total employment decline . . 305 239 143 38.0 148 18.3 323
White workers .. ......... ... ... .. (%) ?) -2.8 -6 -7 -22 -9
Percent of peak total employment . . . (%) (?) 89.7 89.3 89.3 89.2 88.8
Percent of total employment decline . . (2) (2) 844 48.1 92.3 80.8 97.1
Black and other workers .. ........ .. ?) (2) —45 -4.0 -6 41 -4
Percent of peak total employment . . . (2) () 104 10.6 107 108 1.2
Percent of total employment decline . . (?) (?) 15.8 353 99 18.0 53
" Employment did not decline over this period. Note:  See footnote 1, table 5.
2Not available.

cession, the relative employment impact on men has
been just slightly greater than for women.)

These data could reflect several different phenomena.
First, although difficult to prove, some women may
have gained access to occupations both more vulnerable
to cutbacks and previously the domain of men. One
might expect that—if simply for seniority reasons alone
—women would be more likely to lose these recently
acquired jobs in a recession. Second, and not inconsis-
tent with the first interpretation is that the employment
gains made by women may have been predominantly in
cyclically sensitive industries, for example, metals, ma-
chinery, and transportation equipment. In fact, the evi-
dence does suggest that there has been substantial
growth in the employment of women in durable goods
industries. Between 1959 and 1980, female employment
in manufacturing increased about 2.3 miilion, and al-
most 65 percent of this was in durable goods. And, as
table 7 shows, the largest percentage drops in the em-
ployment of women during recession occurred in dura-
ble goods, and women’s share of the employment
cutbacks in that sector has risen steadily relative to
their share of employment over the three completed re-
cessions shown.?

Turning to nondurable goods, a slightly different pat-
tern emerges. The percentage drop in the employment
of women is always greater than for men. Also, even in
the 1960—61 recession, women bore a disproportionate
share of the total employment decline. This probably
reflects the concentration of women in industries such
as textiles and apparel, both cyclically sensitive.

Household survey data were used to examine the rel-
ative vulnerability of blacks and whites, teenagers and
adults. The required data are not seasonally adjusted,
and usable data exist only for those recessions from

1969 forward. To mitigate one problem of using
unadjusted data, table 8 presents quarterly average
changes between the same quarter a year apart, for ex-
ample fourth quarter 1969 and 1970. Although this
method does not provide a perfect match with actual
recession dates, it is close enough to provide useful in-
sight. The data shown are for all manufacturing indus-
tries and all blue-collar occupations.

Women in manufacturing tend to account for a more
than proportionate share of the drop in employment,
except during the current recession. In blue-collar jobs,
again except for 1980, both the percentage and propor-

Table 7. Percent changes in manufacturing employment
from postwar business cycle peaks to troughs by sex,
seasonally adjusted
Apr. 1960 | Dec. 1969 | Nov. 1973 | Jan. 1880
Category to to to to
Feb. 1961 | Nov. 1970 | Mar. 1975 | July 1980
Total manutacturing empioyment . . . -57 -79 -10.7 -55
Men ...................... -63 -80 -94 -56
Percent of peak employment . . 74.1 78.0 70.7 68.8
Percent of employment decling . 820 731 617 "3
Women.................... -4.0 -75 -14.0 -5.0
Percent of peak employment . . 25.9 220 293 312
Percent of employment decline . 18.0 26.9 383 28.7
-84 -112 -113 -68
-86 -10.8 -10.3 -68
Percent of peak employment . . 823 794 78.0 75.2
Percent of employment decline . 872 772 708 756
Women.................... -59 -124 -15.0 -67
Percent of peak employment . . 17.7 206 20 248
Percent of employment decline . 12.8 228 292 24.4
Nondurablegoods .. ............ -25 -32 -99 -34
Men ............. ... ... -23 =27 -87 -33
Percent of peak employment . . 63.3 61.0 60.0 58.0
Percent of employment decline . 59.6 523 465 58.0
Women.................... =27 -39 -133 -35
Percent of peak employment . . 36.7 39.0 40.0 410
Percent of employment decline . 404 473 535 420
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Table 8. Percent changes in manufacturing and blue-collar employment from postwar business cycle peaks to troughs by
sex, age, and race, quarterly averages, not seasonally adjusted, 1969-80
Percent change in Percent change in blue-
manufacturing employment from collar employment from
Category
IV 1969 11974 n 1979 IV 1969 11974 1 1979
to to to to to to
IV 1970 11975 It 1980 v 1970 11975 Il 1980
Total employment . . ......... ... ... -42 -73 -41 -26 -71 -59
Men, 20yearsandover ............................... ... -29 -56 -37 -1.3 -56 ~51
Percent of peak employment .. .......................... 68.4 674 65.5 755 768 734
Percent of employment decline . . .................. .. ... .. 470 493 59.1 371 59.3 626
Women, 20 years and over . .............................. -6.2 -8.1 -22 -73 -104 -55
Percent of peak employment . .......... ... .............. 271 27.2 29.0 171 16.6 16.7
Percent of employmentdecline . . . ........................ 396 28.7 15.7 475 243 15.6
Bothsexes, 16to19years ............................... -123 -309 -18.9 -55 —142 -13.0
Percent of peak employment . .......... .. ... ... ........ 46 5.4 556 73 6.5 99
Percent of employmentdecline . .......................... 134 220 251 15.4 16.4 217
Whiteworkers . ................. . -40 ~72 —41 -24 -65 -60
Percent of peak employment .. . . . 89.6 89.0 88.5 86.8 872 874
Percent of employment decline . . . . 848 838 878 794 796 88.6
Black and other workers . ................................ -62 -112 -44 -4.1 -113 -54
Percent of peak employment ............................ 10.4 11.0 115 13.2 128 126
Percent of employmentdecline . . .................... ... .. 152 16.2 12.3 206 204 114

tionate employment declines are far larger for women
than men. Teenagers in both manufacturing and blue-
collar jobs experience a very large proportion of em-
ployment cutbacks relative to their peak share of em-
ployment. This is consistent with the very high cyclical
sensitivity of youth employment. As expected, black
workers in manufacturing are more likely than whites to
experience employment separation in recessions. For ex-
ample, in the 1973-75 recession, black workers made
up 16 percent of the manufacturing employment drop
but only 11 percent of peak employment. The data for
blue-collar occupations tell a similar story. That is, even
though white workers may account for most of the job
loss, it tends to be less than proportional. To what ex-
tent this reflects differential job access, promotion crite-
ria, industry distribution, or other factors cannot be
answered on the basis of these data.

Subject to data limitations and the exception of the
current recession, the data in tables 7 and 8 tend to be
consistent with the hypothesis that women, youth, and
blacks bear a disproportionate share of employment
contractions in recessions. Of course, this does not
prove that these groups are more likely to be laid off
than men. It might be argued, for example, that some
groups are more likely to quit jobs and that the data
simply reflect this assumed voluntary behavior. Employ-
ment separations can result either from leaving the job
or being laid off, but the evidence is very clear that in a
recession the bulk of labor turnover results from job
loss.?® Not only is there evidence that quits decline as
job opportunities dry up, but there is also some indica-
tion that, other things equal, as the proportion of wom-
en employed across industries has increased, it has been
negatively associated with the manufacturing quit rate.?’

22

This information is suggestive but not definitive. Ide-
ally, one requires a measure of the overall probability of
job loss. That is, information is needed on the number
of persons in a given demographic group, employed in a
particular industry and occupation, who are laid off
during an economic contraction. This necessitates infor-
mation on labor force flows from a given job to unem-
ployment, not in the labor force, or to another job
because of layoff. (Thus, persons laid off do not neces-
sarily become unemployed.) This type of information is
not available, though certain inferences are possible.28

Table 9 contains information calculated from Current
Population Survey gross flow data and shows the prob-
ability of moving from employed to unemployed or to
not in the labor force for selected industry and occupa-
tion groupings. The gross flow data are subject to a
number of crucial limitations, and must be used with
great caution. This is especially true the more dis-
aggregated the data.”® A straightforward way to inter-
pret the numbers is as follows: If there were 100 per-
sons employed in manufacturing in month t, and 35 are
unemployed in month t-+1, then the probability of
moving from employed to unemployed is .35.

The first two columns of table 9 show the flow prob-
abilities for all employed persons. As expected, at both
the cyclical peak and trough, employed women have a
higher probability of leaving the labor force than men.
Whether this reflects greater discouragement by women
cannot be determined, because this flow would have to
be separated into job losers and leavers and distin-
guished by reasons for dropping out. Interestingly, the
flow from employed to unemployed is always higher at
the trough of a recession among men than among wom-
en. Moreover, the peak-to-trough percentage increase in



Table 9. The probability of employment separations from selected industries and occupations by sex, selected quarterly
averages, not seasonally adjusted
F tt From manufacturing From construction From employment as From employment as From employment as
rom employment to employment to employment to craftworkers to operatives to nonfarm laborers to
Total Notin Notin Not in Not in Not in Not in
Unemployment | (abor | Unemployment | [abor | Unemployment | labor | Unemployment | |abor | Unemployment | (abor Unempioyment | jabor
force force force force force force
All workers
V1969 .. 0096 .0376 0117 0169 .0280 0308 0105 0157 0164 0266 0290 .0658
V1970 .. .0148 0349 .0203 0151 0453 0256 0184 0146 0273 .0252 0411 0674
11974 ... 0154 0323 0190 20157 0546 .0254 0195 0140 0171 0154 0188 0429
11975 ... 0243 0313 0367 0131 0913 .0204 0372 0136 .0490 0211 0642 0408
1979 . .. 0154 .0420 0174 0213 0295 0425 0153 0210 0263 0322 .0333 0744
111980 . . . 0188 .0397 0223 .0280 0477 0388 0204 0207 0335 0299 0498 .0820
Men
V1969 .. 0098 0238 0095 0109 0292 0286 0107 0149 0136 0184 0289 0650
V1970 . 0160 .0220 0187 0091 0467 0235 .0187 .0136 0263 074 0412 0670
11974 . .. .0163 0185 0164 .0095 0575 0232 .0t97 0128 0245 0162 .0457 0413
11975 ... .0268 0304 0313 0092 0972 0173 0375 0118 0426 0147 0661 0382
01979 . .. 053 0291 0160 0155 .0298 0413 0153 .0192 0255 .0249 0338 0719
il 1980 . . . 0204 0283 0213 0133 0502 0353 0206 0186 0331 0243 0511 0784
Women
V1969 .. 0093 .0604 0170 0232 .0055 .0718 0060 .0392 0220 0445 0242 .0806
IV 1870 .. 0128 0562 .0244 0469 0170 0682 0114 0540 0304 .0429 .0388 0775
11974 . .. 0140 .0544 0253 0311 .0088 0614 .0149 0404 0327 .0423 0229 0621
11975 0205 0504 0502 0229 0048 0677 .0304 .0564 0632 0361 0411 .0645
1979 ... 0155 .0608 0208 0347 0245 0572 0153 .0556 0262 0482 0305 1016
i 1980 . . . 0167 0557 0248 0303 0190 0786 0172 0543 0323 0427 .0383 1129

this flow is always greater among men. Because this is
calculated for all employed persons, it probably reflects
the different distribution of men compared to women
among industries and occupations and the fact that, on
average, more men are employed in cyclically vulnerable
industries.

The story changes in a rather interesting manner for
manufacturing workers (columns 3 and 4). The proba-
bility of becoming unemployed is always higher for
women. And the peak-to-trough percent change in that
probability shifted between 1969-70 and 1974-75 such
that the increase became greater for women than men.
Among all operative workers, the male-female differ-
ences are similar to those in manufacturing. But the
pattern does not hold for either nonfarm laborers or for
craft workers. In these occupations, men have a higher
probability of going from employed to unemployed re-
gardless of the stage of the recession. Nevertheless, the
percentage increase in the employed to unemployed
flow between peak and trough was greater for women
nonfarm laborers and craftworkers than for men in the
two complete recessions. As relatively new entrants into
these occupations, women would be more likely to be
laid off in a recession, and the fact that their employ-
ment-to-unemployment flow probability often increases
more than that for men is consistent with this possibili-
ty. The construction flows are baffling. While the
change from employed to unemployed among men is as
expected and reflects the fact that construction is a cy-

clical industry, the reduced probabilities of unemploy-
ment for women jobholders during 1974-75 and 1979-
80 are not easily explained.

The data in table do not prove—but are generally
consistent with—the hypothesis that employment de-
clines in economic contractions result primarily from
job loss and that certain groups are more likely to suf-
fer such cutbacks. Additional information provides sup-
porting evidence. For all workers, the largest proportion
of the net change in unemployment in recessions is
accounted for by job losers.* For example, during the
197375 recession 92 percent of the net increase in un-
employment in manufacturing resuited from job loss;
among men it was 97.5 percent, while for women it was
85.7 percent. Among blue-collar workers, the results
were similar, with job loss accounting for 93.5 percent
of the net change in male unemployment, and 85.4 per-
cent of the change among women. As expected, job loss
tends to account for far less of net unemployment
changes in service occupations, making up only 40.5
percent in the 1973-75 recession. Net change data also
show that recession-induced unemployment for both
blacks and whites comes predominantly in the form of
layoffs. Therefore, there is support for the ‘“last hired,
first fired” hypothesis.

Unemployment in recession

Little attention has been given thus far to the unem-
ployment rate. That neglect will be rectified in this sec-
23
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tion, although the focus will turn on a set of questions
somewhat different from the usual. In table 1, the data
suggest a mild decline in employment in the 1973-75
recession. Yet, the unemployment rate reached a post-
war high of 8.5 percent at the business cycle trough
(March 1975) and, in fact, did not peak until May
1975, when it hit 9.0 percent.

To many, the movements in employment and unem-
ployment during the 1973-75 recession have seemed
anomalous.?! Indeed, some have suggested that the un-
employment rate, at least in the 1973-75 recession, was
a misleading indicator of the state of the labor market
and that more attention should be given to the civilian
employment-population ratio. As Geoffrey Moore has
argued:

A high level of unemployment not accompanied by a low
level of employment (relative to population) may not im-
ply a deficiency of demand. It may, on the contrary, im-
ply that large numbers of workers are seeking jobs, or
seeking to change jobs, because employment opportuni-
ties are plentiful.®

Moore contrasts the unemployment rate and employ-
ment-population ratio at the trough of each postwar
recession, and finds that the data suggest that 1975 was
the worst year by the unemployment measure, but the
second best year by the employment measure, topped
only by 1970.

In certain respects this statement is quite true, recog-
nizing—if only implicitly—the dynamics of labor force
flows and the importance of perceived and actual em-
ployment opportunities as one determinant of those
flows. From the standpoint of assessing the impact of
recession on labor force statistics, however, the state-
ment is not correct. What is critical is not the level of
the employment ratio—which is the product of long-
term secular trends—but its change in a recession.
Viewed in this way, as the following tabulation indi-
cates, both series show a very similar pattern.

Percentage point change in the—

Employment-
Unemploy- population

Period ment rate ratio

November 1948 -October 1949 4.1 —1.6

July 1953-May 1954 . ... .. 33 -2.0

August 1957-April 1958 . .. 32 —-1.7

April 1960—-February 1961 .. 1.7 -9
December 1969-November

1970 .. ....... ... .... 2.4 —1.2

November 1973 -March 1975 3.7 —2.2

January 1979-July 1980 . ... 14 -9

Although the two series do not match perfectly, they
are clearly not so at odds as to support the hypothesis
that the employment ratio gives an entirely different
perspective on cyclical movement of the economy.?
Both series are very useful, and each has its place in
any analysis of cyclical developments.
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Minimizing the unemployment rate as a cyclical indi-
cator has recently been based on another set of argu-
ments. In particular, it has become popular to contend
that the relatively high unemployment rate reached in
the last recession was primarily the result of a recession-
induced surge in the number of women—and in some
scenarios one might include teenagers—entering the la-
bor force. As an economic analyst for The Wall Street
Journal explained:

The distressing increase in the unemployment rate during
the 1973-75 slump mainly reflected the economy’s inabil-
ity to provide enough jobs to accommodate a sharply ris-
ing number of job-seekers, especially women.3

If this argument were true, one would reasonably
expect the data to show that the proportion of the un-
employed who are women tends to be significantly low-
er at the cyclical peak than at the trough. The fact that
over half of the peak-to-trough increment in the num-
ber unemployed between 1973 and 1975 consisted of
men, of whom 90 percent were job losers, while adult
women accounted for one-third of the increment and 68
percent were job losers already casts some doubt on the
thesis.?

Other data tell a similar story. Table 10 contains in-
formation on unemployment rates. Irrespective of the
stage of the cycle, men tend to have lower unemploy-
ment rates than women or teenagers, and whites lower
rates than blacks. Moreover, the percentage-point in-
crease for men was greater than that for women in four
of the seven recessions, including 1973-75. In addition,
the percentage increases for men are always higher than
those for women or teenagers. Of course, these data do
not show whether there was a significant, above-trend in-
crease in female labor force participation. However, both
the relative importance of job losers and the generally
greater increase in adult male unemployment does sug-
gest that a sharply rising number of job seeking entrants
into the labor force is an unsatisfactory explanation for
recession-induced increments in unemployment.3

More information on this thesis is contained in table
11, which shows the proportion of the unemployed who
were women and teenagers during each cycle peak and
trough. For women, this proportion of unemployment
declined in all but the 1960-61 contraction. Between
1973 and 1975, the proportion fell from 48.6 to 44.5
percent. The teenage fraction of unemployment declined
in each recession. This is inconsistent with the “women
swelling the labor force” hypothesis about unemploy-
ment.

It is true, of course, that the labor force participation
rate of women increased between 1973 and 1975 (from
45.3 percent in November 1973 to 46.1 percent in
March 1975), but this increase was little more than part
of a long term secular change in participation and not
an extra surge.’



adjusted, 1948-80

Table 10. Changes in unemployment rates from postwar business cycle peaks to troughs by sex, age, and race, seasonally

mining industry. The rates for September and November 1949 were 6.6 arind 6.4 percent, re-
spectively.

Business cycles Total, 16 years Men, 20 years Women, 20 years Both sexes, White Black and
and over and over and over 16 to 19 years workers other workers
Poak: November 1948 ... ... .. ... ... ... ... .. 38 33 34 9.1 (2) (?)
Trough: October 1949' ... ... . ... . ... ... ... ... 78 79 59 15.8 (?) (2)
Over-the-periodchange .. .................... .... 41 46 25 6.7 (2) {?)
Peak: July 1953 .. ........ ... .. ... ... ... 26 22 25 73 (2) (?)
Trough: May 1954 ... ....... ... ... ... .. ... ... .. 59 52 58 13.4 (2) (?)
Over-the-periodchange . ......................... 33 30 33 6.1 {?) (2)
Peak: August 1957 ......... ... ... ... ... . ... .. 41 34 41 15 37 75
Trough: April 1958 . ... ... .. ... .. .. ... .. .. ... .. 74 6.7 6.8 172 67 138
Over-the-periodchange .......................... 3.3 33 27 57 3.0 6.3
Peak: April 1860 .. ......... ... .. ... ... ..., 52 44 48 142 46 101
Trough: February 1961 ........................... 69 5.9 65 174 6.2 128
Overthe periodchange .......................... 17 15 1.7 32 16 27
Peak: December 1969 .. ... ... .. ... ... ... . . . .. 35 23 35 1.8 33 59
Trough: November 1970 ... ... ... .......... .. .. 59 42 56 174 55 92
Over-the-periodchange .......................... 24 19 21 5.6 22 33
Peak: November 1973 ... ... ... .. ... . ... ..... 48 31 48 149 43 89
Trough: Marqh 1975 ... 85 6.8 8.3 19.9 78 140
Over-the-periodchange . ......................... 37 37 35 5.0 35 5.1
Peak: January 1980 .. ............... .. ...... .. 6.2 48 58 16.5 55 1.9
Trough: July 1980 .. ... ............. ... ... ..... 76 6.6 66 187 6.8 13.9
Over-the-pericd change .......................... 14 18 8 22 13 2.0
' This rate was, in part, the result of a one-month biip refated to a serious labor dispute in the 2Not available.

One way to view the impact of this increase in partici-
pation is to assume away the trend increase and ask
what the overall unemployment rate would have been at
the trough of the 1975 recession had female participa-
tion remained unchanged at the November 1973 rate.
Given this assumption, it is possible to estimate, other
things equal, the maximum change in the unemployment
rate that could be attributed to the change in the female
labor force.’® On the basis of this mechanical approach
to the labor market, it would be hypothesized that a
highly significant proportion of the increase in unem-
ployment would be accounted for by this adjustment
procedure. Even under such favorable conditions, how-

ever, the data do not provide support for the argument.
The “adjusted” rate of unemployment for March 1975 is
7.9 percent instead of 8.5 percent, not an insignificant
drop but certainly not of such magnitude to account for
much of the increase in joblessness (in fact, it accounts
for just 16.2 percent of the increase in unemployment).

The analysis presented in this section is not intended
to suggest that the unemployment rate is the only use-
ful cyclical indicator of the performance of the labor
market. However, used properly and in conjunction
with other statistics such as the employment ratio, the
unemployment rate is both useful and suggestive of the
relative performance of the economy.

Table 11. Women and teenagers as a proportion of total unemployed at postwar business cycle peaks and troughs
[Numbers in thousands]
Total w 16 years and w 20 years Teenagers as a percent
Business cycles over as a percent of and over as a percent of
R unemployed total unemployed total unemployed of total unemployed
Peak: November 1948 . ... ... ... .. ... . . .. 2,285 298 235 171
Trough: October 1949 ... ......... ... ... ... .. 4916 248 196 138
Peak: July 1953 ........... ... ... ... 1,660 340 273 175
Trough: May 1954 ... ............. ... .. ... .. 3767 330 280 143
Poak: August 1957 . ... . ... ....... .. ... .... 2,747 36.7 293 175
Trough: April 1958 .. ... ... ....... . ... . ... .. 5016 335 276 148
Peak: April 1960 . . . ... ... ... ... ... ...... 3,260 355 308 19.2
Trough: February 1961 .. ............... .. ... .. 4832 363 29.1 175
Poak: December 1969 . ..................... 2,884 481 339 293
Trough: November 1970 . .. ... .. ... ... .. . . .. 4885 452 326 262
Peak: November 1973 ... ................ . ... 4,321 486 346 302
Trough: March 1976 .. ... ..................... 7,874 445 343 221
Peak: January 1980 6,500 470 356 240
Trough: July 1980 ... ... .. ... . ... ... ... .. 8,021 427 331 216
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Summary

The purpose of this article has been to survey what
happens to key indicators of the labor market in reces-
sions. Among the principal observations:

1. There is some evidence that the response of aggre-
gate employment to short-run changes in production
has moderated in the postwar period.

2. This apparent moderation could result from a shift
in the mix of employment from cyclically sensitive in-
dustries to those less cyclical, especially service-produc-
ing industries; or it could reflect a change in the
response of firms to production cutbacks within indus-
tries. There is clear evidence to support the employment
mix thesis, but support for the second hypothesis is
somewhat less clear. Moreover, the very simple compar-
ative approach adopted in this article did not strongly

uphold the second hypothesis.

3. Black workers and teenagers, both in the aggregate
and within key cyclical sectors, bear a disproportionate
share of the decline in employment in recessions.

4. Adult female employment, largely as a result of in-
dustrial and occupational distribution, is less affected by
recession than some other groups. However, there is evi-
dence—from both the payroll and household surveys—
that within manufacturing industries and blue-collar oc-
cupations, women tend disproportionately to lose their
jobs (the exception being during the 1980 recession).

5. The unemployment rate remains a useful statistic to
assess the relative performance of the labor market.
There is little evidence that the obvious secular changes
in the demographic composition of the labor force are
critically important in explaining cyclical changes in un-
employment. ]

— FOOTNOTES ———

' The National Bureau of Economic Research (NBER)—the orga-
nization that has historically dated business cycle activity—
announced that January 1980 marked the pre-recession peak for the
recession. For purposes of analysis, the peak to trough for the current
recession is taken to be January to July 1980. Even though July has
not been designated as the trough, some economic indicators began to
turn up after July.

? See, for example, Martin Neil Baily, “Stabilization Policy and Pri-
vate Economic Behavior,” Brookings Papers on Economic Activity, No.
1, 1978, pp. 11-60; Glen Cain, “Labor Force Concepts and Defi-
nitions in View of Their Purposes,” Concepts and Data Needs, Appen-
dix, Vol. 1 (Washington, National Commission on Employment and
Unemployment Statistics, 1979), pp. 3—55; Geoffrey H. Moore, “Les-
sons of the 1973-1976 Recession and Recovery,” in William Fellner,
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prise Institute for Public Policy Research, 1977), pp. 117-58; and Mi-
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* Alfred L. Malabre, Jr., “The Outlook,” The Wall Street Journal,
Apr. 16, 1979, p. 1. The apparent belief underlying this argument is
that the economy was unable to “absorb” an extra surge of women
entering the labor force during the depths of the 1973-75 recession.
Note that the issue is that of accounting for cyclical changes in unem-
ployment and is not connected to the argument that secular changes
in the structure of the labor force may have had an impact on the
“nonaccelerating inflation unemployment rate.” Also see George Per-
ry, “Changing Labor Markets and Inflation,” Brookings Papers on
Economic Activity, No. 3, 1970, pp. 411-41; and Michael L. Wachter,
“The Demographic Impact on Unemployment: Past Experience and
the Outlook for the Future,” Demographic Trends and Full Employ-
ment, Special Report No. 12 (Washington, National Commission for
Manpower Policy, 1976), pp. 27-99.

*Martin Neil Baily, “On the Theory of Layoffs and Unemploy-
ment,” Econometrica, July 1977, pp. 1043-63; Costas Azariadis, *‘Im-
plicit Contracts and Underemployment Equilibria,” Journal of
Political Economy, December 1975, pp. 1183-1202; Roger Kaufman,
“Why the U.S. Unemployment Rate Is So High,” in Michael Piore,
ed., Unemployment and Inflation, pp. 155-69; and James Medoff,
“Layoffs and Alternatives Under Trade Unions in U.S. Manufactur-
ing,” The American Economic Review, June 1979, pp. 380-95.

*While data from both the establishment and household surveys
will be examined here, the focus will be on the establishment survey,
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because of its more precise industry data and the ability to distinguish
production and nonproduction workers. See Gloria P. Green, “Com-
paring employment estimates from household and payroll surveys,”
Monthly Labor Review, December 1969, pp. 9-20.

" Our sole concern is with the postwar period— 1948 to the present.
It should be noted, therefore, that there is pretty clear evidence that
the magnitude of cyclical fluctuations up to the 1940’s was much
sharper than those of the last 3 decades, although this recent period
has not been uniformly stable. Some economists, therefore, have tried
to differentiate *classical cycles” —periods of absolute declines and
expansions —from “‘growth cycles” —deviations around rising trends.
See Baily, “Stabilization Policy,” pp. 15-18; and Philip A. Klein,
Business Cycles in the Postwar World: Some Reflections on Recent Re-
search (Washington, American Enterprise Institute for Public Policy
Research, 1976), pp. 2-7.

* Moore, “Lessons of the 1973—1976 Recession,” pp. 118-23.

*Jeffrey Sachs, “The Changing Cyclical Behavior of Wages and
Prices: 1890-1976,” The American Economic Review, March 1980,
p. 81.

' Unless otherwise noted, cycle dates are those of the National Bu-
reau of Economic Research (NBER). Actual labor market develop-
ments do not match perfectly with NBER cycle dates, most
particularly when special circumstances are involved. However, the
observations in this section are not affected by using actual peaks and
troughs for employment.

" Another interesting feature of the data is that the lag between
changes in production and actual employment adjustments, at least
up to the 1980 recession, has apparently increased. For example, in
1960, employment cutbacks began almost simultaneously with re-
trenchment in production, while by 1969 there was a 3 to 4 month
lag between the two series. This is consistent with Baily’s estimate
that the proportion of the total employment response to changes in
production in the first month has declined. See Baily, “‘Stabilization
Policy,” pp. 24-27. While Baily interprets this as evidence that the
expectation of countercyclical policy has changed behavior in the di-
rection of relative stability, other possible explanations cannot be
ruled out.

“ Some perspective on the 1973-75 downturn can be found in Ar-
thur Okun, “Unemployment and Output in 1974, Brookings Papers
on Economic Activity, No. 2, 1974, pp. 495-506; and Barry Bosworth,
*Capacity Creation in Basic Materials Industry,” Brookings Papers on
Economic Activity, No. 2, 1976, pp. 297-350.

"'While only selected recessions are shown, the relationship has
been the same throughout the postwar period.

“ Only a few broad industry categories are shown in order to avoid



the cumbersome task of analyzing detailed industries. Obviously, even
within the goods-producing sector, there are differences across indus-
tries in the impact of a recession on employment. Some of the more
sensitive manufacturing industries are motor vehicles, primary metals,
fabricated metals, and furniture products. Within the service sector,
transportation and public utilities is cyclically sensitive, because it in-
cludes the transportation of goods, which contracts quite a bit in re-
cessions.

" Data on the components of gross national product are from The
National Income and Product Accounts of the United States, 1929- 74:
Statistical Tables, a Supplement to the Survey of Current Business
(Washington, U.S. Department of Commerce), and various issues of
the Survey of Current Business (Washington, U.S. Department of
Commerce). A complete analysis would have to explain the historical-
ly increasing importance of the services, a task that is beyond the
scope of this paper.

* Different interpretations of the source of and relationship among
these factors (and others) may be seen in Bennett Harrison and
Thomas Vietorisz, “Labor Market Segmentation: Positive Feedback
and Divergent Development,” The American Economic Review, May
1973, pp. 366—76; John Kendrick, “‘Productivity Trends and Pros-
pects,” in U.S. Economic Growth From 1976 to 1986: Prospects, Prob-
lems, and Patterns, Vol. 1, Studies prepared for the Joint Economic
Committee, United States Congress (Washington, Government Print-
ing Office, 1976), pp. 1-20; and Michael Piore, “Introduction,” in
Piore, ed., Unemployment and Inflation, pp. IX -XXX.

" For example, while production workers accounted for about 83
percent of all manufacturing workers in 1948, by January 1980 the
proportion had dropped to 71 percent. Similar relative declines have
occurred in durable and nondurable industries.

" Data on industrial production can be found in Industrial Produc-
tion: 1976 Revision (Washington, Federal Reserve System, Board of
Governors, 1977), and Federal Reserve Bulletin, various issues.

“ Baily, “Stabilization Policy,” pp. 25-26. Baily did not perform
regressions for durable and nondurable goods separately, and did not
explicitly separate periods of expansions and contractions in his analy-
sis.

*See, for example, Martin Feldstein, “Temporary Layoffs in the
Theory of Unemployment,” Journal of Political Economy, October
1976, pp. 937-57.

" See Geoffrey H. Moore, “Employment, Unemployment, and the
Inflation-Recession Dilemma,” in William Fellner, ed., Contemporary
Economic Problems (Washington, American Enterprise Institute for
Public Policy Research, 1976), pp. 163-82. The apparent coincidence
of high unemployment and a high employment-population ratio as
observed in 1975 has been used to suggest that the unemployment
rate provided misleading signals about the performance of the econo-
my. However, there is a very serious problem with using the level of
the employment ratio as a cyclical indicator unless it is adjusted for
the secular trend in the series. This is hardly an insignificant task, giv-
en the highly divergent trends between various demographic groups.

 Throughout this section the dates for peaks and troughs are based
on the actual highs and lows as given by the series for all workers. It
must be emphasized that the data presented throughout most of this
section are “net changes,” for example, they show the net change in
employment among demographic groups. Many more persons could
experience the loss of a job over the course of a recession than the
data indicate. Further, some persons who lost a job could have subse-
quently found another job.

* See Lawrence Summers and Kim Clark, “The Demographic Com-
position of Cyclical Variations in Employment,” Journal of Human
Resources, forthcoming.

“The 1960-61 data for whites and blacks are somewhat anoma-
lous. These data are independently seasonally adjusted and therefore
would not be expected to add up to the total employment figure.
However, the 1960-61 numbers indicate that about 15 percent of the
total decline in employment cannot be apportioned to either group.
This is too high to reflect a simple seasonal adjustment issue. The
data should be interpreted with some care. Not seasonally adjusted
data for April 1960 and 1961 show white workers with 89.4 percent
of peak employment but just 57.7 percent of the decline, while the

figures for blacks were 10.6 percent and 42.3 percent, respectively.

* See also Robert W. Bednarzik, “The plunge of employment dur-
ing the recession,” Monthly Labor Review, December 1975, pp. 3-10;
and Job loss and other factors behind the recent increase in unemploy-
ment, Report 446 (Bureau of Labor Statistics, 1976). It is true, of
course, that in absolute terms men account for most of the decline in
employment. While not intending to slight this fact, it is not really
germane to the issue at hand.

* See Peter Barth, “A Time Series Analysis of Layoff Rates,” Jour-
nal of Human Resources, Fall 1971, pp. 448-65.
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Paul Armknecht and John Early, “Quits in manufacturing: a
study of their causes.” Monthly Labor Review, November 1972, pp.
31-37.

™ The ideal measure for the probability of being laid off is

I I 1
U+ N+ Egy,

P(LO) =
El

where E, is the number employed in a job at time t;
Ulajs the number who were laid off and became unemployed;
Nlajs the number who were laid off and left the labor force;
E'2is the number who were laid off and found another job.

* See Harvey Hilaski, “The status of research on gross changes in
the labor force,” Employment and Earnings, October 1968, pp. 6—13;
Ralph Smith and Jean Vanski, “Gross Change Data: The Neglected
Data Base,” Data Collection, Processing and Presentation, National and
Local, Appendix, Vol. 2 (Washimgton, National Commission on Em-
ployment and Unemployment Statistics, 1979), pp. 132-59; and Mea-
suring Labor Force Movements: A New Approach, Report 581 (Bureau
of Labor Statistics, 1980). Three of the more important problems with
the data are: rotation group bias, differential probabilities of
reinterview for various groups, and errors in the classification and
coding of occupations and industries. The information shown in table
9 is not available by age or race.

* As with other data presented in this section, seasonally adjusted
series on reasons for unemployment by sex, race, and industry and
occupation are not available. Therefore quarterly averages and over-
the-year comparisons are the basis for the statements in the text. Of
course, these Hata refer to the ner change in unemployment and do
not indicate the total flow of employed workers into unemployment
by reason of job layoff.

" See Malabre, “The Outlook,” p. 1.

* Geoffrey H. Moore, “Employment, Unemployment, and the Infla-
tion-Recession Dilemma,” p. 175.

It has also been noted that, from a forecasting perspective, the un-
employment rate is actually somewhat superior to the employment ra-
tio. See Julius Shiskin, “Employment and unemployment: the
doughnut or the hole?” Monthly Labor Review, February 1976, pp. 3~
10.

* Malabre, “The Outlook,” p. 1. A different perspective is present-
ed in James Henry, “Lazy, Young, Female, and Black: The New Con-
servative Theories of Unemployment,” Working Papers, May-June
1978, pp. 55-65.

* It must be emphasized that even were the “surge of female partic-
ipation’’ view correct, that is, the added worker effect predominates,
it still would not follow that the unemployment rate was (is) a less
than adequate cyclical indicator. On the contrary, the data could just
as easily be a reflection of the employment-related severity of the re-
cession.

* Data from the gross flows in and out of the labor force also sug-
gest that there was not an extra surge of labor force entrance among
women. In the first quarter of 1974, the probability of entering the la-
bor force among women was .0543 (2,346,000 persons), while the
probability of leaving the labor force was .0697 (2,426,000 persons).
In the first quarter of 1975, the probabilities were .0538 (2,311,000
persons) and .0691 (2,514,000 persons), respectively. The probability
of going from not in the labor force to unemployed in the first quar-
ter of 1974 was .0167 (719,000 persons) and .0217 (813,000 persons)
in the first quarter of 1975. The probability of going from unem-
ployed to not in the labor force was .3194 (643,000 persons) and
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.2672 (840,000 persons) respectively.

" There is some evidence of the “added worker” effect among wom-
en over age 45, while the “‘discouraged worker” effect is predominant
among younger women. See Summers and Clark, “The Demographic
Composition.” A recent paper that attempted to distinguish between
the behaviorial response of married women to short- and long-run
market conditions did find some evidence of an added worker re-
sponse among married women. See Olivia 8. Mitchell, “The Cyclical
Responsiveness of Married Females Labor Supply: Added and Dis-
couraged Worker Effects,” in Industrial Relations Research Association,
Proceedings of the Thirty-second Annual Meetings (Madison, Wis-

consin, 1980), pp. 251-57.

* Formally, the procedure is:

a) November 1973 participation rate times the March 1975 female
civilian noninstitutional population equals the adjusted labor force;

b) Subtraction of the actual March 1975 labor force from the ad-
justed labor force equals the “‘extra” number unemployed;

¢) Subtraction of the extra number unemployed from the actual
number unemployed equals the adjusted number of unemployed per-
sons; and

d) Dividing the adjusted unemployed by the adjusted labor force
yields the adjusted rate of unemployment.

Mexican repatriation during the Depression

Mexican migration to the United States virtually stopped during the
Great Depression of the 1930’s. Public hostility rose against alien la-
bor, and unemployed native workers eagerly grabbed for jobs
previously held only by Mexicans. In the period from 1931 to 1934
more than 350,000 Mexicans were repatriated, and during the remain-
der of the decade Mexican emigrants generally found themselves
unwelcome. The Depression had ended an exodus to the United
States. This is shown in U.S. figures, imperfect as they may be from
1901 to 1930 about 728,000 Mexican immigrants were legally admit-
ted to the United States, but in the decade from 1931 to 1940 only
some 23,000 Mexican immigrants were admitted. The number of
unregistered migrants who settled on the United States side of the
border during the 1901-30 period was probably over a million, but
many of these returned during the crisis of the Depression, some
attracted by the repatriation efforts of the Mexican government.

—ARTHUR F. CORWIN, ED.,

Immigrants— and Immigrants: Perspective on Mexican Labor

Migration to the United States

(Westport, Conn., Greenwood Press, 1978), (Contributions
in Economics and Economic History, 17.) p. 53.
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