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Public concern


Each month the release of the latest employment and unemployment figures of the United States of America sends ripples of anxiety among economists, financial analysts and stockbrokers. Any rise in the unemployment rate is met with gloom, while even the slightest drop in unemployment is greeted as a sign of economic health. Why does publication of economic statistics attract such attention virtually everywhere in the world? At the present time, unemployment rates are seen as much as indicators of social health as they are indicators of economic or labour market performance. Also, such figures influence voters, stock markets and movements of capital and investments. Because of the importance of these statistics in public discussion and individual choice, definitions of unemployment and methods of data collection are closely examined by specialists and non-specialists alike: there are often heated accusations of statistical manipulation and measurement bias.


The issues, hotly debated at the present time, may be grouped into three categories: the classification of certain borderline categories of the employed or unemployed; the distinction between survey unemployment and registered unemployment figures; and the proper interpretation of unemployment as an indicator of the overall employment situation around the world.

Who is "unemployed"?


According to the International Conference of Labour Statisticians Resolution, 1982, a person of working age is classified as unemployed if, during a specified reference period (either a day or a week), he or she was:

(a) “without work", not even for one hour in paid employment or self-employment of the type covered by the international definition of employment;

(b) "currently available for work", whether for paid employment or self-employment; and

(c) "seeking work", by taking active steps in a specified recent period to seek paid employment or self-employment.

These three criteria for measuring unemployment, with certain exceptions and amplifications, are almost universally applied, particularly where unemployment is measured through population censuses and household surveys.


Statisticians see unemployment within what is called the labour force framework. According to this, the working-age population is divided into categories: the employed, the unemployed and the not economically active. The classification of an individual into one of these three categories is based on the type of activities performed during a specified short reference period, and according to a priority scheme, where employment activities take precedence over job-seeking activities, and job-seeking activities take precedence over unpaid activities.


The short reference period is meant to provide the most up-to-date employment data and reduce errors. The purpose of the priority scheme is to avoid situations in which a person can be classified in more than one category. For example, someone who is both working and seeking work may be classified as employed, while a student who is attending school and also seeking work may be classified as unemployed.

Borderline categories


Even the most precise definition of unemployment cannot prevent borderline cases where ambiguities inevitably arise. People on the borderline between employment and unemployment include, among others, casual workers sporadically employed in odd jobs while seeking work; young job-seekers working on community work programmes; and people working short hours involuntarily.


Those falling between unemployment and economic inactivity include, for example, workers receiving assistance to set up their own enterprise on self-employment promotion schemes; long-term unemployed workers no longer receiving unemployment benefits; and the so-called "discouraged workers", people who have ceased to seek work because they no longer believe they can find suitable work in their area of qualification.


Often in these situations, a slight alteration or misinterpretation of one or more features of the definition of unemployment can entail a drastic change in the statistical classifications. For this reason the compilation of unemployment figures is sometimes open to controversy, even to accusations of statistical manipulation.


In actual fact, borderline cases are inevitable in any statistical system, especially when individuals are grouped in a limited number of classes. To resolve them, each situation should be examined carefully in the light of the relevant statistical criteria, and if necessary, these criteria should be interpreted or amplified so as to determine the appropriate classification, as illustrated in the following example.

Government vs. opposition on statistics: A French example

In their struggle against unemployment, governments increasingly resort to labour-market measures, setting up a multitude of employment promotion schemes for various sectors of the population: for example, job-related training or retraining programmes, schemes to help people enter or reenter working life, community work programmes, or early retirement programmes.

The statistical treatment of the beneficiaries of these schemes often leads to controversies between government and its opposition parties. Particularly prone to argument and disagreement is the case of redundant workers who are offered either a "golden handshake", severance payment or a retraining contract with the enterprise which would guarantee an income, paid by the government, equivalent to a given percentage of the original salary. The contract is for a period of two years, at the end of which the employer must propose at least two jobs in line with the qualifications obtained by the worker.

Should this category of workers be considered as unemployed, given that they are redundant, or as employed, given that they continue to have a job attachment with their employer?

This issue actually arose not long ago in France when the government was accused by the opposition of wrongly classifying workers who were being retrained as employed, while according to the opposition they should have been classified as unemployed during the retraining period.

The case was referred to the ILO which, after examining the facts in the light of the international statistical standards, endorsed classification in the employed category. The ILO's conclusion was based on the consideration that these workers were temporarily absent from work, in line with the concept of "formal job attachment" embedded in the international definition of employment.

Unemployed or registered job-seeker: Two types of statistics

In many countries unemployment statistics draw exclusively on administrative records. These consist of a tally, processed to ensure counting the target population and avoid double-counting, of people registered at a particular time at employment exchanges or in receipt of unemployment insurance benefits.

In certain countries unemployment statistics are also obtained from special household surveys called labour force surveys. The inquiry consists of selecting a representative sample of households and asking individual members of working age about their employment activities during the reference period, their availability for work and their recent job search experiences. The data are then processed and each individual is classified as employed, unemployed or economically inactive. The sample counts are then weighted to obtain estimates of the number of people employed or unemployed in the population.

Because the target population and the timing and processing procedures are different, the statistics resulting from the two types of sources are generally not identical. In fact, it would be more or less accidental if any statistics from both sources agreed exactly for any particular period.

To avoid confusion, a distinction is usually made between “unemployment statistics”, based on information from labour force surveys, and "statistics on registered job-seekers" or "statistics on insurance claimants" obtained from employment exchanges or unemployment insurance systems.
Numerical differences

The direction of the difference between the number of registered jobseekers and the number of unemployed measured in a survey will not be the same for all countries. In developing and transition countries, the registration data are generally nuch lower than the corresponding unemployment survey data. These differences can be explained by the limited coverage of employment exchanges and unemployment insurance systems in these countries.

Differences observed in the different statistics concern not only levels but also trends of unemployment, where registration data might decline while survey data could show almost no change in the number of unemployed during a same period.

The reason for the limited concordance of the numbers is that the two sources of data overlap only partially, and the non-overlapping parts may be significant in both size and movements. Survey results include non-registered job-seekers such as people seeking work through friends or relatives, whereas registration data cover employed people having worked during the reference period, legally or clandestinely, as well as inactive people who were registered but not seeking work. The size of these categories may sufficiently change from one period to another so as to alter the trend of overall unemployment figures.

Which statistics can be trusted?
It is generally considered that the unemployment statistics obtained from household surveys are most in line with international standards. Based as they are on interviews, the survey questionnaire and instructions can be designed to suit the desired statistical definition and, in particular, to measure all three categories of the labour force framework simultaneously. This is an essential requirement for the application of the framework on which the international standards are based.

In principle also, household surveys are almost totally comprehensive in coverage. The sample can be designed to represent the entire population, including the self-employed, unpaid family workers and casual workers, as well as first time job-seekers and the unemployed who have exhausted their unemployment insurance benefits.

As with any sampling method, however, errors creep into the results, especially in estimates concerning population groups for which the corresponding sample size is small. Another limitation of household surveys is that they require an important statistical infrastructure, with substantial material resources and a network of experienced interviewers and supervisors.

Registration data derived from administrative records are not affected by sampling errors - they are based on complete counts. As by-products of administrative operations, they are relatively inexpensive to obtain and can be released frequently, on a monthly, weekly or even daily basis if required. However, they suffer from two major limitations.

First, by their nature such data are subject to administrative rules and regulations, the underlying concept and definition of which may change and not necessarily be in line with the desired statistical principles. Since regulations differ from one country to another, the resulting statistics tend to invalidate international comparisons and even comparisons in time for the same country if administrative rules have changed during the comparison period. Second, they cover only that part of the population which uses employment exchanges or is eligible for unemployment insurance benefits. This often leaves out a substantial segment of the unemployed, particularly in developing countries.

All told, while the two sources of statistics have different contents and lead to different results, they are complementary rather than alternatives as the following examples readily illustrate. In France, the results of each quarterly labour force survey are used to adjust monthly data on registered unemployment to obtain unemployment figures for the current month in line with the survey definition. In the United States, monthly unemployment estimates for states and local areas are based on the statistics of the state employment security agencies, but adjusted to the corresponding state estimates obtained from the monthly Current Population Survey, in order to ensure consistency of coverage and definitions and thus comparability of data among geographical units.

For example, the number of insured unemployed in Vermont, U.S.A., was 10,600 in 1991, while the reported total number of unemployed persons obtained after adjustment was 20,000, that is about twice as many. The difference is essentially accounted for by those who were unemployed in the statistical sense, but not included in the count of the insured unemployed either because they were last working in an industry not covered by the State Unemployment Insurance Law, or because they had just entered the labour force for the first time, or re-entered after a period of separation.

Unemployment: The tip of the iceberg
There are more striking examples of discrepancies. Why did Pakistan have a lower rate of unemployment (6.3 per cent) than the United Kingdom (9.5 per cent), or for that matter Denmark (9.1 per cent) or France (9.3 per cent)? Anyone visiting Karachi and its suburbs and comparing these with London, Copenhagen or Paris will have difficulty believing these figures. They do not seem to make a lot of sense. Yet the fact is that today the unemployment rates of many developing countries are lower than those of industrialized countries.

This seemingly paradoxical statement is not the consequence of any manipulation of statistics; on the contrary, the figures are based on sound statistical calculations. The problem is that unemployment measures only one aspect of the employment problem in a given country: that of total lack of work. Less obvious situations, such as partial lack of work, low employment income, under-utilization of skills, or low productivity, are not accounted for in unemployment statistics at all. It is most important that concerned parties understand this.

In developing countries the number of workers covered by unemployment insurance or other public relief schemes is usually quite limited. In these conditions very few people can afford to be unemployed for any length of time. Indeed, the majority of workers tend to be engaged in some form of economic activity, however insignificant or inadequate. Many of them are in the informal sector having created their own jobs to earn a living. Although such people may be seeking other or additional work, they will not be considered as unemployed. Hence, unemployment data alone cannot adequately describe their situation. Underemployment has traditionally been regarded as a phenomenon largely affecting developing countries. In recent years, however, it has growing relevance in industrialized countries as well.

Wanting work but not looking for it
Another reason why unemployment statistics often measure only the tip of the iceberg of employment is that they rely on the "seeking" criterion, which leaves out people who may want to work, but for one reason or another are not actually looking for work: for example, if they do not know how to seek work or if they believe no suitable work is available. In essence, to look for work means to search for information about the labour market. This criterion makes good sense where paid employment is the norm and where channels for exchange of labour market information exist and are widely used. In industrialized countries such conditions largely prevail, but not in most developing countries. Most workers there are self-employed, often in household enterprises. Labour exchanges and similar organizations are not fully developed and are usually limited to certain urban sectors or to particular categories of workers. In rural areas and in agriculture, workers tend to be fairly well informed of work opportunities in their areas, at particular periods of the year and do not bother to take actives steps to seek work.

Even in industrialized countries and in the urban labour markets of developing countries, there may be situations in which particular groups of workers do not actively look for work because they believe that no work corresponding to their skill level is available in their area or at particular times of the business cycle.

Because it was felt that the standard definition of unemployment, with its emphasis on the seeking work criterion, might be somewhat restrictive and not fully capture the prevailing employment situations in many countries, the international statistical standards in 1982 introduced a provision which allows for the relaxation of the looking-for-work criterion in certain situations. This provision is confined to situations where "the conventional means of seeking work are of limited relevance, where labour absorption is at the time inadequate, or where the labour force is largely “self-employed”. In practice, this means, for example, that in developing countries unemployment should be measured in two ways, with and without the "seeking" criterion.

Unemployment statistics are indeed vital for many purposes in today’s complicated economic situations. It is equally important, however, that complications and discrepancies behind the statistics be more generally known and understood. It is also regretted by workers’ representatives that unemployment statistics too often fail to deal with such issues as under-utilization of skills, low wages and changes in overtime, in regard to social protection of the unemployed.
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