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Abstract

In 1979, the Levitan Commission identified discouragement as one of three main sources of economic
hardship, and recommended the development of an index to measure the extent of the problem.
Over 40 years later, no such index exists. This letter proposes a simple index of discouragement-
induced hardship and documents its evolution over time and across demographic groups.
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“[The Senate Committee on Labor and Public Welfare] has been concerned for some
time with the development of labor force data that would measure the degree of economic
hardship experienced by individuals both in and out of the labor force.”

- Gaylord Nelson, U.S. Senate (May 1976)

1 Introduction

For over 50 years, the Bureau of Labor Statistics (BLS) has categorized individuals who want

a job, are available to start working, but who have given up searching as discouraged workers.

Such workers have not stopped searching because they are in school, caring for family, providing

childcare, etc. Rather, they have given up because they believe they have no chance of finding work.

The hardship that attends such discouragement has long been recognized: In 1979, the Levitan

Commission identified discouragement as one of three main sources of economic hardship and urged

the development of an index to measure the extent of this problem. Yet, more than 40 years later,

no such index exists. Accordingly, this letter proposes a simple index of discouragement-induced

hardship. Using the index, I document several novel empirical phenomena: (i) the existence of

a large and persistent racial discouragement gap, (ii) a secular decline in discouragement among

women, (iii) a large and seemingly permanent rise in discouragement among men following the

Great Recession, and (iv) a secular rise in discouragement among high-school graduates.

2 A Very Brief History of Discouragement

In 1979, the National Commission on Employment and Unemployment Statistics (the “Levitan

Commission”) was convened and tasked with evaluating the country’s labor force statistics.1 The

commission is widely known for Chapter 4 of its report to Congress, in which it considers whether

discouraged workers should count as excess productive capacity. This issue has received considerable

attention from policy-makers in the years since.2 Less well-known, however, is Chapter 5 of the

Levitan Commission’s report. There, the commission identifies three main sources of economic

hardship: (i) low wages, (ii) unemployment, and (iii) discouragement.3 The commission goes on

to recommend the development of separate indices for each of these components, reflecting the

view that “the type of hardship resulting from each...may require different policy actions and,

consequently, each deserves separate attention.”

While low wages and unemployment have received considerable attention in subsequent years,

virtually none has been paid to discouragement as a distinct source of hardship. Indeed, the only

widely reported indices that reflect the existence of discouraged workers are the U4, U5 and U6

underutilization rates, all of which measure excess productive capacity (as discussed in Chapter 4)

and thus, by construction, make no distinction between discouraged and unemployed workers.

Consequently, these measures are unable to capture the particular hardship of discouragement—as

distinct from that of unemployment—identified by the Levitan Commission. Even the BLS’s own

“discouraged worker rate”—which one might expect to emphasize the distinction between unemployed

and discouraged workers—is just the U4 underutilization rate, which makes no such distinction.

1National Commission on Employment and Unemployment Statistics, Counting the Labor Force. G.P.O., 1979.
2Discussion of labor underutilization measures (U3, U4, U5, etc.) and efforts to improve on these (e.g. David and

Mustre-del Rio (2013) and Ravikumar and Shao (2014)) echo Chapter 4.
3p. 77: “Economic hardship...may result from: (1) low wages among employed workers; (2) unemployment

(including partial unemployment because of slack work); (3) limited participation in the labor force by persons who
desire more participation.” Subsequent discussion in Chapter 5 clarifies that this third source of hardship refers
specifically to discouraged workers, rather than marginally-attached workers more broadly.
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3 The Discouragement Rate

3.1 Definition

Motivated by the Levitan Commission’s call for separate indices of each distinct source of hardship,

I propose a simple index of discouragement-induced hardship: The share of discouraged workers

among all non-employed workers who want a job and are available to start work:

dt ≡
WJADiscouraged

t

WJAt
. (1)

See Appendix A for details on construction of the index and Appendix B for discussion of ambiguities

related to the 1994 Current Population Survey (CPS) redesign.

This index has several desirable properties. First, it embodies the Levitan Commission’s emphasis

on measuring the hardship associated with discouragement: People who want a job and are available

to start working—those who have some attachment to the labor market—are presumably the

people for whom a perceived inability to actually find a job causes the most personal hardship.

Accordingly, this group comprises the index’s denominator. The discouragement rate thus measures

the prevalence of discouragement among those for whom discouragement is most clearly a source

of hardship.4 Second, the simplicity of (1) embodies the Levitan Commission’s desire for “clarity,

simplicity and easy adaptation” in an index. Indeed, using pre-1994 definitions, the index may

be expressed simply as the ratio of discouraged workers to unemployed plus discouraged workers:

dt = Dt
Ut+Dt

. See Appendix B for details.

Figure 1 plots the aggregate index (Panel 1a) and the contributions of the various reported reasons

for discouragement (Panel 1b).

Figure 1: The discouragement rate
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4An alternative is the share of discouraged workers among all non-participants. However, it is unclear whether this
would measure discouragement-induced hardship for two reasons: First, the CPS contains no information on perceived
labor market prospects of not-offiicially-discouraged non-participants, so one cannot determine whether such workers
are also experiencing hardship from a perceived inability to find work. Second, even if such workers believed they
could find work, because they report not wanting a job, it is unclear whether this belief would translate into hardship.
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3.2 New facts: The discouragement rate across time and space

Figure 1 masks considerable heterogeneity between various groups. Accordingly, Table 1 reports

cross-tabulations and Figure 2 plots the index’s evolution by sex, race/ethnicity, age and educational

attainment.

Table 1: Cross-tabulation of the discouragement rate

Male Female

‘76-‘99 ‘00-‘07 Post-GR Covid-19 ‘76-‘99 ‘00-‘07 Post-GR Covid-19

White
Some HS 0.07 0.10 0.12 0.13 0.15 0.09 0.13 0.15
HS diploma 0.07 0.07 0.10 0.10 0.08 0.07 0.09 0.10
College+ 0.05 0.06 0.08 0.08 0.07 0.05 0.06 0.06

Black
Some HS 0.14 0.15 0.17 0.16 0.20 0.13 0.14 0.11
HS diploma 0.14 0.12 0.14 0.13 0.12 0.10 0.11 0.13
College+ 0.09 0.10 0.11 0.11 0.09 0.07 0.08 0.07

Asian
Some HS 0.19 0.21 0.20 0.10 0.23 0.15 0.17 0.14
HS diploma 0.14 0.14 0.17 0.08 0.11 0.10 0.16 0.13
College+ 0.07 0.09 0.12 0.16 0.06 0.05 0.09 0.07

American Indian
Some HS 0.18 0.17 0.17 0.13 0.20 0.19 0.22 0.24
HS diploma 0.12 0.14 0.14 0.09 0.15 0.12 0.13 0.10
College+ 0.09 0.09 0.09 0.12 0.11 0.10 0.10 0.08

Notes: Sample restricted to prime-age workers (25-54). Post-GR corresponds to 2008-2019; Covid-19 corresponds
to 2020-2021Q1.

Panel 2a highlights a stark difference in the evolution of discouragement between women and men:

For women, the index fell from a peak of 18% in the early 1980s to a low of 8% in the early 2000s.

In Table 1, we can see that this trend is most pronounced for women without high school diplomas,

although it exists for all educational groups. For men, on the other hand, there is no discernible

trend prior to 2007. Furthermore, the Great Recession appears to have driven an unprecedented

and apparently permanent increase in the rate of discouragement among men. Ten years after the

recession ended, the index remained 20% above its pre-recession maximum.

Panel 2b reflects a previously undocumented and troubling observation: Discouragement-induced

hardship is systematically higher among blacks than among whites or hispanics. This racial

discouragement gap provides an important vantage on racial inequality: Racial discrimination not

only limits economic opportunities, but can also feed back into labor force participation decisions,

leading to elevated levels of discouragement-induced hardship. While the black-white discouragement

gap has diminished somewhat over the past 40 years, it remains substantial, at roughly two to three

percentage points.

Panels 2c and 2d depict the rate of discouragement by age and education. Panel 2c highlights a

dramatic degree of discouragement among individuals of advanced age (55+) relative to younger

individuals. Panel 2d highlights a substantial (albeit noisy) gap in the index between individuals with

at least some college and those without a high school degree. Interestingly, there has been a gradual

realignment of high school graduates from the low levels of discouragement of more-educated workers

towards the higher levels of those without a high school degree. This realignment likely reflects
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Figure 2: Demographic decomposition
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well-documented shifts in labor demand towards high-skilled workers which have progressively

reduced the value of a high school diploma in the labor market.

Finally, it is interesting to note that, based on Panel 2a, Covid-19 appears to be associated with an

uptick in the rate of discouragement principally among women. Panel 2d suggests that this is mostly

driven by women without a high school education, perhaps reflecting a decline in public-facing

service sector jobs such as those in the restaurant industry.

4 Conclusion

Policy-makers have long viewed discouragement solely as a problem of unused productive capacity.

This letter proposes an index to shed light on a different problem: Discouragement-induced hardship.

Future research should explore the patterns in the discouragement rate documented here. For

example, it would be of considerable interest to study why the discouragement rate among men

never recovered following the Great Recession, what factors are contributing to the substantial

racial discouragement gap, and what effect the unprecedented labor market disruption of Covid-19

will have on the discouragement rate going forward.
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Appendices

A Data and Index Construction

Tables and figures are constructed from CPS microdata from the Integrated Public Use Micro-

data Series database. The index’s denominator (non-employed who want and are available for

work) is the sum of two groups: (i) Unemployed workers (1976-1987: UH MLR B1=3, 1988-

1993: UH MLR B2 ∈ {3, 4}, 1994-present: UH MLR B3 ∈ {3, 4}), and (ii) discouraged non-

participants, defined as individuals who are (a) not in the labor force (LABFORCE=1), (b) report

wanting a job (1976-1993: UH WANTJB B1 ∈ {1, 2}, 1994-present: UH DWWANT B1=1), and

(c) report not searching for discouragement-related reasons, as defined by the BLS (1976-1993:

UH NILF01 B1=1, UH NILF02 B1=1, UH NILF03 B1=1, UH NILF04 B1=1 or UH NILF05 B1=1;

1994-present: UH DWRSN B1 ∈ {1, 2, 3, 4, 5}). The numerator is the second of these two groups.
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B 1994 CPS Redesign

Figure 3 summarizes changes to the classification of discouraged workers in the 1994 CPS redesign.5

Panel 3a describes the pre-1994 questions pertaining to discouraged workers and Panel 3b describes

the post-1994 redesign questions.

Figure 3: Changes to the CPS Questionnaire

(a) Pre-1994

(b) Post-1994

I follow the pre-1994 definition of discouragement whenever possible, as a main goal of the redesign

was to reduce ambiguity about whether discouraged workers represent unutilized capacity rather

than to highlight discouragement-induced hardship. Three main changes need to be addressed:

First, the redesign introduced an explicit question concerning availability. For consistency, I follow

the pre-1994 approach and infer availability from an individual’s reason for not searching. Second,

the redesign added the requirement that an individual must have searched for work during the

previous 12 months. I follow the pre-1994 definition and impose no such requirement. Third, after

the redesign individuals were asked about the “main reason” for which they were not searching,

whereas previously respondents could provide multiple reasons. I follow the pre-1994 definition

and classify individuals as discouraged if they only report a discouragement-related reason. This

construction implies the index is equivalent to dt = Dt
Ut+Dt

, using pre-1994 definitions of Dt (the

number of discouraged workers) and Ut (the number of unemployed workers).

5See Cohany et al. (1994) for further discussion.
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