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Economic Crisis

What is the Real Unemployment Rate?
by John Miller

Unemployment: Who Counts? Who Doesn’t?

Profile Counts Doesn’t
Count

1
Sally has been looking for work for a year. Her unemployment 
benefits have run out. She still does not have a job.

2

Joe got laid off 6 months ago from his construction job. His brother 
owns a pizza shop, and he sometimes hires him to help deliver 
pizzas when the regular guy is sick. He works about 4 hours a week 
delivering pizzas. 

3
Fernando got laid off from a company that did not have 
unemployment insurance. He cannot find another job.

4
Maria spent three months looking for work but then she gave up. 
It made her feel depressed to get rejection after rejection. She still 
does not have a job.

5
Jean-Claude needs full-time work, but his job at McDonald’s only 
guarantees him two shifts a week. He would gladly take more shifts 
if they were available, and he is looking for another job.

6
Luz lost her job last year. To save money, she gave up her car, which 
has made it impossible for her to go to job interviews. It has been 
four weeks since she was able to actively look for work.

Pre-reading:
How does the government count the number of 
unemployed people in the U.S.? It seems like it 
should be simple. See if you know who counts 
as unemployed and who doesn’t. Read the pro-
files below and check off whether you think they 
“count” as unemployed or not. After you read the 
article, check and see if your answers are correct.

Getting Fired, Pink-Slipped, and Axed?
As of April 2009, 5.7 million U.S. workers had lost 
their jobs since the recession began in December 
2007. Automobile workers at Chrysler and General 
Motors lost their jobs. Caterpillar, the heavy equip-
ment manufacturer, laid off thousands of work-
ers. Citigroup, the giant banking company, issued 
pink slips to thousands of its employees. Alcoa, 
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the aluminum maker, let workers go. DHL, the 
express shipper, canned many of its workers. Dell, 
the computer maker, fired much of its workforce. 
Circuit City, the failed electronics retailer, will let 
go its entire work force. Lawyers in large national 
firms are getting the ax. Even on Sesame Street, 
workers are losing their jobs.

Unemployment: The Official Count (this is 
the one you hear about in the news)
Table 1 shows the the Labor Department’s offi-
cial unemployment rate. The numbers look high. 
But these numbers don’t tell the full story. Actual 
unemployment is much higher. Consider, for ex-
ample, that the Bureau of Labor Statistics (BLS) 
does not count among the unemployed anyone 
without a job who is ready to work but has not ac-
tively looked for a job in the previous four weeks. 
If you live in an area where no one is hiring, it is 
easy to get discouraged. If you give up looking for 
work, the BLS does not count you as unemployed. 
If you would like to have a job but can’t because 
of school or family responsibilities, ill health, or 
transportation problems, you don’t count either. 
You might be unemployed. But you don’t count as 
unemployed.

Furthermore, if you are a part-time worker 
looking for full-time work, the BLS does not count 
you as unemployed. If your boss forces you to take 
a cut in hours, you still count as “employed” even 
if you only work one hour a week. 

This method of counting the unemployed is 
called the U-3 method. It is used to calculate the 
official unemployment rate.

Unemployment: An Alternative Way of 
Counting  (this one is closer to the real 
unemployment rate)
The BLS has developed another way of counting 
the unemployed. This method includes a lot more 
of the people who are out of work and who would 
take a job if they could find one. It is called the U-6 
method, and it includes people who have given up 
looking for work or who have accepted part-time 
work because it is their only choice. Using the U-6 
method, you can find out the real unemployment 
rate. What do you think it is? 

TABLE 1:  OFFICIAL UNEMPLOYMENT RATE, 
JULY 2009

T YPE OF WORKER PERCENT

all workers 9.4

black workers 14.5

Hispanic workers 12.3

teen workers 23.8

adults with no high school diploma 14.4
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TABLE 2:  THE OFFICIAL UNEMPLOYMENT 
PICTURE JULY 2009

T YPE OF WORKER NUMBER

Employed 140,041,000

Unemployed 14,462,000

Civilian Labor Force 154,504,000

TABLE 3:  THE REAL UNEMPLOYMENT PICTURE
JULY 2009

T YPE OF WORKER NUMBER

Employed 140,041,000

Unemployed 14,462,000

Workers who are discouraged
or not looking for other reasons 2,300,000

Workers who are forced to take 
part-time work because full-
time work is not available

8,800,000

Add together the officially 
unemployed, the discouraged 
workers, and the part-timers

Civilian Labor Force 154,504,000

To calculate the “real” unemployment rate, follow 
these steps:

1. Add the unemployed, the discouraged work-
ers, and the forced part-timers. 

2. Create a fraction. The numerator should be the 
total unemployed (the sum of #1 above); the 
denominator should be the Civilian Labor Force.

3. Set up an equation making the fraction (that 
you created in #2) equal to x over 100.

4. Solve the equation by cross-multiplying and 
dividing by the remaining number.

Talk it Over
How do you think the official unemployment rate 
should be calculated?

Sources: Bureau of Labor Statistics, Tables A-1, A-5. A-12, A-13. 
Data are not seasonally adjusted. For more on how the U-6 rate is 
calculated see “The Unemployment Rate and Beyond,” in Issues in 
Labor Statistics, U.S. Department of Labor, June 2008. 

   14,462,000
154,504,000   

Calculating the Official Unemployment Rate
The BLS calculates the official unemployment rate, 
U-3, as the number of unemployed as a percentage 
of the civilian labor force. The civilian labor force 
consists of employed workers plus the officially 
unemployed. Follow these steps to find the official 
(U3) unemployment  rate:

1. Set up a fraction. The total number of unem-
ployed should be the numerator and the total 
civilian labor force should be the denominator.

2. Now set up an equation like the one below, 
making the fraction equal to x over 100.

3. Find x by cross-multiplying and then dividing 
by the remaining number.

Calculating the Real Unemployment Rate
The comprehensive U-6 unemployment rate ad-
justs the official rate by adding discouraged work-
ers and those forced to work part-time. To find the 
U-6 rate, the BLS takes that higher unemployment 
count and divides it by the official civilian labor 
force plus the number of workers who are discour-
aged or not looking for other reasons. 

John Miller teaches economics at Wheaton College and is a 
member of the Dollars & Sense collective.

Answers:The U-3 unemployment rate is 9.4%. The to-
tal unemployed, discouraged, and part-time workers is 
25,562,000. The U-6 unemployment rate to 16.5%.

   x       
100

  14,462,000
154,504,000         

=

   x       
100

   14,462,000
154,504,000         

=


