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The unemployment rate is a statistic released once a month by the Bureau of Labor and Statistics 

(BLS), which is part of the United States Department of Labor. The main role of the BLS is to 

gather information and statistics for the government and public in order to help other segments of 

the government make economic decisions. The BLS does this by conducting surveys with both 

households and businesses once a month. You can find more detailed information about the 

surveys BLS conducts here. 

 

One of the most important statistics the BLS gathers is information about the unemployment 

rate. The unemployment rate is found by dividing the number of people unemployed in the US 

by the amount of people participating in the labor force.  

 

Labor Force:  Everyone who is employed or actively looking for work (older than age 16) 

 

So, to get to a numerical percentage that can show how many people are in the labor force, we 

divide the total labor force by the total number of working age adults. This is called the Labor 

Force Participation Rate. 

 

                                                                          

 

Two Problems with the Labor Force Participation Rate:  

1. The Labor Force Participation Rate does not account for discouraged workers, people 

who have given up looking for a job because they feel their efforts would be futile. 

Economists often examine the discouraged worker problem by looking at the trend in the 

labor force participation rate and alternative measures of the unemployment rate like the 

U-6, which we describe below. 

2. The Labor Force Participation Rate does not account for marginally attached workers, 

people who have given up looking for a job for “other reasons.” For an example of an 

“other reason,” think of a person who has lost their job and decides they would like to 

take a long vacation. If someone offered them a job they would take it, but they are not 

currently editing their resume or applying for jobs online. 

 

To combat these problems, there are actually six different ways the Bureau of Labor Statistics 

measures unemployment. These six measures are briefly described below, but there are also 

videos and other descriptions that may help describe the different rates. 

 

You can access the most recent numbers on these different rates here. Most people choose to 

focus on the U-3 rate, but a lot of people also look to the U-6 rate to determine how many people 

https://www.bls.gov/web/empsit/ces_cps_trends.htm
https://www.youtube.com/watch?v=Hn6JWzoKv14
https://www.investopedia.com/terms/u/unemploymentrate.asp
https://www.bls.gov/news.release/empsit.t15.htm


 

the economy could potentially employ. This link is a graphic from the Federal Reserve Bank of 

St. Louis that lets you view different types of unemployment rates over time.  

 

This article tries to explain some of the what the unemployment rate tells us and what it fails to 

tell us, and this graphic gives us a breakdown of unemployment levels from state to state. You 

can change the settings on the top of the graph to give different kinds of information. 

 

● U1- People who have been unemployed 15 weeks or longer divided by labor force 

(March 2018: 1.4%) 

● U2- People who lost their jobs during the period divided by labor force (March 2018: 

1.9%) 

● U3- Everyone who has been actively looking for a job at some time in the past four 

weeks divided by labor force (March 2018: 4.1%). The U-3 is the most common 

unemployment rate the media uses. 

● U4- Unemployed people including discouraged workers, divided by labor force 

(including discouraged workers) (March 2018: 4.3%) 

● U5- Total unemployed, including discouraged workers and marginally attached workers, 

divided by the labor force (including discouraged and marginally attached) (March 2018: 

4.9%) 

● U6- Total unemployed, including marginally attached workers and those who work part 

time but want to work full time, divided by the labor force (including marginally 

attached) (March 2018: 8%) 

 

The unemployment rate is difficult to measure, so the above collection of statistics is what the 

BLS traditionally presents to the public. The unemployment rate shows one side of the story, but 

falls short of measuring other trends in the workforce. For example, after 2008 people left the 

labor force in droves, so when the economy picked back up again, the unemployment rate read as 

a lower number than it should have. We encourage you to read this extension about the 

significance of the labor force participation rate over the last decade of the United States 

economy. 

 

 

 

 

 

https://fred.stlouisfed.org/series/U6RATE#0
http://www.pewresearch.org/fact-tank/2017/03/07/employment-vs-unemployment-different-stories-from-the-jobs-numbers/
https://www.bls.gov/charts/state-employment-and-unemployment/state-unemployment-rates-animated.htm
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Extension: How big is the discouraged worker problem? 

 

One way to look at the discouraged workers within the labor force is looking at the labor force 

participation rate. Trends in the labor force participation rate can tell us why certain people are 

working and others are not. This rate can indicate cultural shifts (for example, we can see that the 

rate increased steadily between 1965 and 1990, as more women entered the workforce). It can 

also indicate how many people are discouraged workers, those who have given up looking for 

work. This information can help give a glimpse into broader trends with discouraged and 

marginally attached workers. 

 

The labor force participation rate has been declining slowly in the 21st century as baby boomers 

start to retire, but this graph tells us that the rate declined more severely after the most recent 

recession. Though the graph does not tell the whole story, it can give clues as to who is working, 

who is not, and why. For a more detailed analysis of these labor force trends, check out this BLS 

web page.  

 

The BLS and most economists estimate discouraged workers to constitute a small amount of 

total unemployed workers. The BLS estimates that only 10% of discouraged workers remain 

discouraged the following month. Over 50% become employed or actively looking for a job in 

the next month after becoming a “discouraged worker.” At the peak of the crisis in 2008, about 

.5% of the 10.5% of the unemployed workers were discouraged workers (Ravikumar and Shao). 

 

A lot of this sharp decline in the rate is commonly attributed to retirement age workers being 

pushed out of the workforce by the recession. As more time passes, these workers are no longer 

considered discouraged workers, but rather permanently out of the workforce. The New York 

https://www.bls.gov/opub/mlr/2017/article/employed-workers-leaving-the-labor-force-an-analysis-of-recent-trends.htm
https://www.bls.gov/opub/mlr/2017/article/employed-workers-leaving-the-labor-force-an-analysis-of-recent-trends.htm


 

Federal Reserve states that two thirds of the recent decline in the labor force participation rate is 

due to workers choosing to retire earlier than they would have (The Economist).   
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