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1. I n t r o d u c t i o n 

This paper examines how the Bureau of Labor S t a t i s t i c s (BLS) 

labor f o r c e data was a f f e c t e d by l e g i s l a t i o n r e q u i r i n g c e r t a i n w e l f a r e 

r e c i p i e n t s to r e g i s t e r f o r work. Contrary to one recent s t u d y , we argue 

that the e f f e c t i s , at most, s m a l l . The h i s t o r i c a l c o n s i s t e n c y of the 

BLS data i s preserved by the new l e g i s l a t i o n . 

In 1971 Congress amended the Work I n c e n t i v e Program (WIN) so 

that e f f e c t i v e i n f i s c a l year 1973 a l l nonexempt AFDC r e c i p i e n t s were 

s u b j e c t to mandatory r e g i s t r a t i o n f o r employment or t r a i n i n g w i t h the 

l o c a l manpower agency. There were over 900 thousand mandatory r e g i s 

t r a n t s i n f i s c a l year 1973.—^ 

Congress a l s o amended the Food Stamp Act i n 1971. Th i s 

amendment r e q u i r e d a l l nonexempt members of a r e c i p i e n t household to 

r e g i s t e r f o r employment. There were approx imate ly one m i l l i o n r e g i s -

2/ 

t r a n t s i n t h i s program i n 1973.— 

In a recent s t u d y , C l a r k s o n and Meiners (CM) have argued that 

the impact of t h i s l e g i s l a t i o n on the BLS labor f o r c e data was q u i t e 

l a r g e . " P r i o r to the i n t r o d u c t i o n of work r e g i s t r a t i o n requirements in 

the e a r l y 1970s, as a c o n d i t i o n f o r r e c e i v i n g food stamps or other 

w e l f a r e b e n e f i t s , these i n d i v i d u a l s would not have entered i n t o the 

3/ 

measured unemployment s t a t i s t i c s . " — CM produced " c o r r e c t e d " unemploy

ment r a t e s by s u b t r a c t i n g the mandatory r e g i s t r a n t s from both the o f f i c i a l 

l abor f o r c e and unemployment d a t a . T h e i r " c o r r e c t e d " rates l o r the 

years 1974, 1975, and 1976 were 3 .8 , 6 . 1 , and 5.3 p e r c e n t , w h i l e the 

- 7 C f . [ 1 ] , p. 8. 

- ' ' i b i d , p. 10. 

- ^ I b i d , p. 19. 
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officially reported rated were 5.6 and 7.7 percent, respectively . 

S ince t l i e i r " c o r r e c t e d " unemployment r a t e s seem c o n s i s t e n t w i t h past 

unemployment r a t e s when the employment r a t e was about the same as i n the 

years 1974-1976, CM concluded that the l e g i s l a t i o n r e q u i r i n g w e l f a r e 

r e c i p i e n t s to r e g i s t e r f o r work caused "a permanent i n c r e a s e i n the 

number of i n d i v i d u a l s i n c l u d e d i n the unemployment s t a t i s t i c s that 

4/ 

r e p r e s e n t a new c l a s s of i n d i v i d u a l s who are not seek ing work."— 

The CM r e s u l t s have been used e d i t o r i a l l y to support the 

argument that there has been a l o s s of h i s t o r i c a l cons i s tency i n the 

o f f i c i a l unemployment r a t e data.—'' 

Our argument that h i s t o r i c a l cons i s tency of the l a b o r f o r c e 

data was not s i g n i f i c a n t l y a f f e c t e d by the new l e g i s l a t i o n i s based 

p r i m a r i l y on two p o i n t s . F i r s t of a l l , we argue from the q u a l i t a t i v e 

p o i n t of view that because of the procedures f o l l o w e d i n c o l l e c t i n g the 

household survey d a t a , together w i t h c e r t a i n c h a r a c t e r i s t i c s of w e l f a r e 

r e c i p i e n t s , there i s reason to b e l i e v e that the mandatory r e g i s t r a n t s 

were counted i n the labor f o r c e p r i o r to the new work r u l e . Th i s p o i n t 

i s d i s c u s s e d i n S e c t i o n 2. 

In S e c t i o n 3, we argue from the q u a n t i t a t i v e p o i n t of view 

that when the t rend i n the l a b o r force, i s p r o p e r l y accounted f o r , the 

e f f e c t of the new l e g i s l a t i o n i s not s t a t i s t i c a l l y s i g n i f i c a n t . That 

i s , the post-1972 l a b o r f o r c e exper ience was about what would be expected 

on the b a s i s of the pre-1972 labor f o r c e e x p e r i e n c e . 

4/ 

- I b i d , p. 19. 

- ^ C f . [2] and [ 3 ] . 
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The final section summarizes the r e s u l t s of t h i s I n v e s t i g a t i o n 

and comments on i t s i m p l i c a t i o n s f o r the i n t e r p r e t a t i o n of the household 

survey d a t a . 

2. Were the Mandatory R e g i s t r a n t s in the Labor Force P r i o r to the 
Rule Change? 

In t h i s s e c t i o n we argue that many mandatory r e g i s t r a n t s have 

always been counted i n the l a b o r f o r c e in the BLS household s u r v e y . 

D i s c u s s i o n s w i t h persons r e s p o n s i b l e f o r conduct ing the household s u r v e y , 

i n c l u d i n g our l o c a l i n t e r v i e w e r , i n d i c a t e that w e l f a r e r e c i p i e n t s are 

not s i n g l e d out for s p e c i a l treatment w i t h respect to the labor f o r c e 

count e i t h e r before or a f t e r the implementat ion of the new w e l f a r e 

amendments. A l l those i n t e r v i e w e d answer a l l q u e s t i o n s r e g a r d l e s s of 

w e l f a r e s t a t u s . 

A f t e r the new l e g i s l a t i o n , mandatory r e g i s t r a n t s were s t i l l 

f r e e to respond to the household survey q u e s t i o n n a i r e the same as anyone 

e l s e , but there i s a l a r g e r c l a s s of WIN p a r t i c i p a n t s . The i s s u e , 

however, i s how d i d mandatory r e g i s t r a n t s respond to the household 

survey p r i o r to the new work r e g i s t r a t i o n r u l e s . I f they were employed 

or l o o k i n g f o r work, then s imply adding a new l a b e l would not a l t e r the 

h i s t o r i c a l cons i s tency of the l a b o r f o r c e count . Here we must r e l y on 

i n f e r e n c e s i n c e BLS does not t a b u l a t e labor f o r c e data s p e c i f i c a l l y for 

6/ 
— WIN p a r t i c i p a n t s are c l a s s i f i e d as employed or unemployed 

a c c o r d i n g to c e r t a i n BLS c r i t e r i a . For example, a person e n r o l l e d i n 
an i n s t i t u t i o n a l t r a i n i n g program would be counted as unemployed. 
However, i f t h i s person a l s o worked at l e a s t one hour f o r pay during, t in ' 
survey week, he would be counted as employed s i n c e t h i s response takes 
precedence over the WIN response when the q u e s t i o n n a i r e s are t a b u l a t e d . 
This procedure for WIN p a r t i c i p a n t s was i n e f f e c t p r i o r to the work 
r u l e change. 
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w e l f a r e r e c i p i e n t s . Some i n f e r e n c e s may be drawn from o b s e r v a t i o n s 

about the exemption r u l e s and c e r t a i n workcharacteristics of w e l f a r e 

r e c i p i e n t s . 

AFDC r e c i p i e n t s are exempt from mandatory r e g i s t r a t i o n f o r 

reasons such as age, medica l d i s a b i l i t y , or be ing a c a r e t a k e r of a c h i l d 

under the age of 6. Food stamp r e c i p i e n t s are exempt f o r s i m i l a r reasons 

i n c l u d i n g persons employed at l e a s t 30 hours per week.— T h e r e f o r e the 

e x c l u s i o n r u l e s produce a sample of mandatory r e g i s t r a n t s that i s q u i t e 

d i f f e r e n t than a randomly drawn sample of the e n t i r e p o p u l a t i o n . 

Except f o r the l o s s of b e n e f i t s that t h i s group faces i n a c c e p t i n g a 

j o b , they are p r e c i s e l y the group that i s most l i k e l y to be counted i n 

the l a b o r f o r c e i n the household s u r v e y . 

Food stamp r e c i p i e n t s must r e g i s t e r f o r work un less they work 

at l e a s t 30 hours per week. Dut the household survey i n c l u d e s a person 

as b e i n g employed even i f they work only one hour d u r i n g the survey 

week; thus , a l l food stamp mandatory r e g i s t r a n t s work ing l e s s than 30 

hours per week, but at l e a s t one hour , would be counted as employed i n 

the household survey both before and a f t e r the new l e g i s l a t i o n . 

The r e c e i p t of w e l f a r e does not n e c e s s a r i l y detach a person 

from the l a b o r f o r c e . In 1.973, about 23 percent of the AFDC r e g i s t r a n t s 

8/ 
were v o l u n t e e r s . - That i s , they r e g i s t e r e d for work even though they 

were exempt from mandatory r e g i s t r a t i o n a c c o r d i n g to the r u l e s . A l s o , 

9/ 
a c c o r d i n g to one s t u d y , - about 15 percent of AFDC r e c i p i e n t s throughout 

- See [1] f o r a complete d i s c u s s i o n of exemption r u l e s . 

- 7 C f . [ 1 ] , p. 9. 

i'ef. [7 ] . 



the n a t i o n were employed in 1969. These welfare r e c i p i e n t s were presumably 

counted as employed i n the household survey . 

The work behav ior of w e l f a r e r e c i p i e n t s d e s c r i b e d by Rainwater 

i s f u r t h e r evidence that many w e l f a r e r e c i p i e n t s would probably be 

counted in the household survey even i n the absence of the new l e g i s l a t i o n . 

R a i n w a t e r ' s l o n g i t u d i n a l study f o r w e l f a r e r e c i p i e n t s f o r the years 

1968-1975 i n d i c a t e s an a c t i v e p a r t i c i p a t i o n i n the labor market .—' ' 

For example, he f inds that many w e l f a r e mothers a l s o work. A l s o , e x r e c i p -

i e n t s work when not on w e l f a r e thus i n d i c a t i n g some s o r t of job search 

w h i l e on the w e l f a r e r o l e s . It seems reasonable to i n f e r that there i s 

a great l i k e l i h o o d that these job searchers would respond as " l o o k i n g 

f o r work" and thus be counted i n the l a b o r f o r c e i n the household s u r v e y . 

In t h i s sense, w e l f a r e payments act very much l i k e unemployment insurance 

b e n e f i t s . 

Our summation of the above q u a l i t a t i v e evidence i s that there 

i s a prima f a c i e case f o r a r g u i n g that the l a b o r f o r c e as measured by 

the household survey was l a r g e l y u n a f f e c t e d by the l e g i s l a t i o n of the 

e a r l y 1970s. These q u a l i t a t i v e o b s e r v a t i o n s , however, do not prove 

a n y t h i n g ; they s imply add c r e d i b i l i t y to the hypothes is that mandatory 

r e g i s t r a n t s have always been counted i n the household s u r v e y . The 

s imple a l t e r n a t i v e h y p o t h e s i s , such as adopted by CM, i s that none of 

the mandatory r e g i s t r a n t s were counted i n the labor f o r c e p r i o r to the 

new r u l e s . We w i l l now examine the labor f o r c e data f o r e m p i r i c a l 

evidence about the impact of the w e l f a r e work r e g i s t r a t i o n r u l e and 

which of these two s imple hypotheses i s more c o n s i s t e n t w i t h the d a t a . 

±-°-'cf. [AJ. 
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3. The Labor Force Data 

The essence of the household survey f o r our purposes i s the 

response to the q u e s t i o n : Are you employed or have you a c t i v e l y searched 

f o r work d u r i n g the past four weeks? I f the new l e g i s l a t i o n has caused 

a s i g n i f i c a n t number of w e l f a r e r e c i p i e n t s to respond " y e s " when they 

would have p r e v i o u s l y responded " n o , " then there should be a s h i f t i n 

the l a b o r f o r c e data beg inn ing about 1973. Moreover, the s i z e of the 

s h i f t should be about equal to the number of mandatory r e g i s t r a n t s . We 

s h a l l examine t h i s hypothes i s f o r both the t o t a l l a b o r f o r c e and the 

female labor f o r c e . 

In order to t e s t f o r t h i s s h i f t , we adopt an a u t o r e g r e s s i v e 

model of the l a b o r f o r c e d a t a . The observed labor f o r c e s t a t i s t i c a l 

process i s a f f e c t e d by a v a r i e t y of s o c i a l and economic s t i m u l i . - - - - ' ' In 

the absence of a complete s t r u c t u r a l , model, an a u t o r e g r e s s i o n can be 

viewed as a statement of the e f f e c t s of " t i m e " on the l a b o r f o r c e p r o c e s s . 

Th i s s t a t i s t i c a l r e p r e s e n t a t i o n prov ides a v e h i c l e f o r d i s c r i m i n a t i n g 

between the two s imple hypotheses at i s s u e . I f the work r u l e s have not 

caused a change i n the s t a t i s t i c a l p r o c e s s , then h y p o t h e s i s HQ s t a t e s 

that p r e d i c t i o n s from an a u t o r e g r e s s i o n should produce e r r o r s that are 

approx imate ly z e r o . I f the work r u l e s have indeed caused a change in 

the l a b o r f o r c e p r o c e s s , then hypothes is 11 ̂  s t a t e s that p r e d i c t i o n s 

based on ly on past h i s t o r y should produce e r r o r s t h a t a r e approx imately 

c o n s i s t e n t w i t h the number of mandatory r e g i s t r a n t s . 

Us ing annual data f o r the p e r i o d 1947-1972, the f o l l o w i n g 

r e g r e s s i o n f o r the c i v i l i a n l a b o r f o r c e (CLF) i s o b t a i n e d : 

— See the i n t e r e s t i n g d i s c u s s i o n s i n [5] and [6 ] . 
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(1) CLF = - 4 , 1 2 7 . 8 + 1.064CLF , - 0.170CL7 ., + 0.183CLF . 
— i- — z — 3 

R 2 

(-2.9) 

= .996 

(4.6) 

SER = 461 

( -0.5) (0.8) 

—2 2 
where R i s the ad justed R , SER i s the standard e r r o r of r e g r e s s i o n , 

and t - v a l u e s are i n parentheses . 

A Chow t e s t of equat ion ( 1 ) , extending the p e r i o d to 1947-1976, 

produces an F-value of 0.73 i n d i c a t i n g that the hypotheses of no s t r u c 

t u r a l change at the time of the new work r u l e s cannot be r e j e c t e d at. any 

12/ 

reasonable l e v e l of s i g n i f i c a n c e . — 

The f i r s t column i n the f o l l o w i n g t a b u l a t i o n c o n t a i n s the 

dynamic p r e d i c t i o n e r r o r s ( a c t u a l - p r e d i c t e d ) of equat ion ( 1 ) ; the second 

column records the number of mandatory r e g i s t r a n t s ; - - - and the f i n a l 

column i s an approx imat ion to the standard e r r o r of f o r e c a s t for equa

t i o n (1) f o r two, t h r e e , and four p e r i o d s ahead under the assumption 

that the c o e f f i c i e n t s are known: 

Dynamic Number of Standard 
P r e d i c t i o n Mandatory E r r o r of 

E r r o r 

1974 

1975 

1976 

(000's) 

-33 

-881 

- 1 , 3 5 8 

R e g i s t r a n t s Forecast 
(000's) 

1,701 

2,308 

2,387 

(000's) 

673 

720 

1,029 

S ince the dynamic p r e d i c t i o n e r r o r s are s m a l l r e l a t i v e to the 

standard e r r o r of f o r e c a s t , h y p o t h e s i s HQ cannot be r e j e c t e d . But are 

the data sharp enough to r e j e c t ? F i r s t of a l l , note that the dynamic 

p r e d i c t i o n e r r o r s are of the wrong s i g n s i n c e , a c c o r d i n g to H. , e q u a t i o n 

12/ 
— A c c o r d i n g to the C h i - s q u a r e t e s t , the p r o b a b i l i t y that the 

r e s i d u a l s of t h i s e q u a t i o n are not w h i t e n o i s e i s 0.0014. 
13/ 

Data are from C l a r k s o n and Meiners [ 1 ] , Table 8, p. 18. 
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(1) should underpred ic t the a c t u a l c i v i l i a n l a b o r f o r c e because of the 

new group of r e g i s t r a n t s . Secondly , under H . , the a c t u a l labor f o r c e 

should equal the p r e d i c t e d v a l u e p lus the number of mandatory r e g i s t r a n t s . 

The r e l e v a n t q u e s t i o n then becomes: i s the number of mandatory r e g i s 

t r a n t s l e s s the dynamic p r e d i c t i o n e r r o r s s t a t i s t i c a l l y d i f f e r e n t from 

zero? But t h i s d i f f e r e n c e i s on the order of three to four times the 

standard e r r o r of f o r e c a s t ; t h e r e f o r e there i s s t r o n g evidence that 11̂  

can be r e j e c t e d . 

The data f o r the female l a b o r f o r c e are s i m i l a r to the t o t a l 

l a b o r f o r c e . Us ing annual data f o r the p e r i o d 1947-1972, the f o l l o w i n g 

r e g r e s s i o n f o r the female labor f o r c e (FLF) i s o b t a i n e d : 

(2) FLF = - 5 9 6 . 4 + 1.262FLF_^ - 0 .624FLF_ 2 + 0.422FLF_ 3 

(-1.7) (5.8) (-.1.8) (1.8) 

R 2 = .997 SER = 260 

A Chow t e s t of e q u a t i o n (2) extended to 1976 produces an 

F-va lue of 0 . 2 1 , which aga in i n d i c a t e s that the hypothes i s of no s t r u c -

14/ 

t u r a l change at the time of the new work r u l e s cannot be r e j e c t e d . — 

The f o l l o w i n g t a b u l a t i o n shows the e r r o r data for the female 

l a b o r f o r c e as d e s c r i b e d above f o r the c i v i l i a n l a b o r force:-—-'' 

14/ 
— A c c o r d i n g to the Ch i - square t e s t , the p r o b a b i l i t y that the 

r e s i d u a l s of t h i s equat ion are not whi te n o i s e i s 0.0006. 

— Data on the number of female mandatory r e g i s t r a n t s are 
c a l c u l a t e d from the C l a r k s o n - M e i n e r s data u s i n g female percentages ( f o r 
the month of June only) prov ided by the WIN o f f i c e . 



Dynamic 
P r e d i c t i o n 

E r r o r 

Number of 
Mandatory 

R e g i s t r a n t s 

Standard 
E r r o r of 
Forecast 

(000's) (000's) (000's) 

1974 -62 1,009 419 

1975 -89 1,236 612 

1976 4 1,289 863 

A g a i n , the dynamic p r e d i c t i o n e r r o r s are very smal l r e l a t i v e 

to the standard e r r o r of f o r e c a s t so that hypothes i s 11̂  cannot ho r e j e c t e d . 

The female l a b o r f o r c e data are l e s s c l e a r w i t h r e s p e c t to h y p o t h e s i s 

H^. For the two- and t h r e e - p e r i o d - a h e a d p r o j e c t i o n s (1974 and 1975) the 

d i f f e r e n c e between the number of mandatory r e g i s t r a n t s and the dynamic-

p r e d i c t i o n e r r o r s i s on the order of two standard e r r o r s of f o r e c a s t ; 

but t h i s d i f f e r e n c e f o r the f o u r - p e r i o d - a h e a d p r o j e c t i o n (.1976) i s w e l l 

under two standard e r r o r s of f o r e c a s t . However, the evidence found i n 

the female l a b o r f o r c e data c l e a r l y weighs aga inst the h y p o t h e s i s that 

there was a s h i f t i n the l a b o r f o r c e by approx imate ly the number of 

mandatory r e g i s t r a n t s . 

We have examined only two s imple hypotheses out of a continuum 

of p o s s i b i l i t i e s . The f a c t s that (1) a u t o r e g r e s s i o n s of the labor f o r c e 

pass s t r u c t u r a l change t e s t s at the p o i n t of the work r u l e change, 

(2) p r e d i c t i o n e r r o r s are g e n e r a l l y of the o p p o s i t e s i g n that would be 

expected under H_, and (3) the p r e d i c t i o n e r r o r s are g e n e r a l l y s m a l l 

r e l a t i v e to the r e l e v a n t standard e r r o r of f o r e c a s t , and the number of 

mandatory r e g i s t r a n t s a l l i n d i c a t e that 11̂  Ls more cons istent , w i t h the 

data than 11 .̂ Thus, u n t i l sharper est imates of the impact of the work 

r u l e changes are produced, the data argue that the hypothes is that the 

work r u l e changes have not caused a change i n the l a b o r f o r c e process 

should be p r e f e r r e d to the h y p o t h e s i s t h a t the new work r u l e s have 
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caused a s h i f t in the labor f o r c e equal to the number of mandatory 

r e g i s t r a n t s . 

4 . C o n c l u s i o n 

The. evidence i n t h i s paper i s that the l e g i s l a t i o n of the 

e a r l y 1970s had very l i t t l e impact on the. BLS household survey d a t a . I f 

there was an e f f e c t , i t was c e r t a i n l y not e q u i v a l e n t to the. number of 

mandatory r e g i s t r a n t s . 

Whatever meaning one at taches to the unemployment r a t e data 

p r i o r to 1972 ( e . g . , a c t i v e l y seek ing p o s i t i o n s , h a r d s h i p , mental a n g u i s h , 

or market f a i l u r e ) can a l s o be a p p l i e d to the post-1972 d a t a . The 

l e g i s l a t i o n d i d not a f f e c t h i s t o r i c a l c o n s i s t e n c y . And a c o r o l l a r y to 

t h i s study i s that a " c o r r e c t e d " unemployment r a t e should not be computed 

by s u b t r a c t i n g the number of mandatory r e g i s t r a n t s from both the number 

i n the l a b o r f o r c e and the number of unemployed. 

Th i s s t u d y , u n f o r t u n a t e l y , has done n o t h i n g to e x p l a i n the 

problem of the p e r s i s t e n t l y h i g h unemployment r a t e . In our judgment, 

the e x p l a n a t i o n i s l i k e l y to be found i n the s t r u c t u r e of i n c e n t i v e s f o r 

b e i n g unemployed. E x p l a i n i n g unemployment v i a economic s t i m u l i r a t h e r 

than work r u l e s seems to be a more f r u i t f u l d i r e c t i o n f o r economic: 

r e s e a r c h . 
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