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A natural question to ask when viewing decreases in the unemployment rate is: ‘Are these changes
occurring due to secular economic improvement?’ This brief is aimed at examining the root causes of
recent changes in the North Central Workforce Development Area (WDA) unemployment rate.

As of December 2011, unemployment in the WDA was 7.2 percent, seasonally unadjusted. In De-
cember, the WDA unemployment rate was higher than the state (6.6 percent) but lower than that of
the nation (8.3 percent). The WDA unemployment rate has steadily dropped month-to-month from
February, 2011. Unfortunately, month-to-month changes in unemployment are noisy in the sense they
include both natural cyclical seasonal factors and a secular economic component. An example of a
natural cyclical factor would be the
annual employment pattern in the
construction industry sector.
Comparing over-the-year changes be-
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2011.

To get under the hood and understand these influences, it is necessary to consider the definition of
the unemployment rate. The unemployment rate is defined as the quotient of the number of unem-
ployed divided by the labor force. A truncated definition of the labor force is the sum of all persons
employed, unemployed and looking for work. Thus, the unemployment rate changes if the number of
employed or unemployed persons changes.

Using the WDA as an applied example, consider the chart WDA Over-the-Year Changes
. Month Labor Force Unemp. Emp. Unemp. Rate

titled WDA Over-the-Year Changes. From January to May of L L L
) Jan. -5,104 5,017 | -87 2.0%
2011, WDA over-the-year unemployment rate contractions Feb. -5,238 5,068 | -170 2.0%
occurred due to decreases in the number of unemployed Mar. -4,637 -5,493 | 856 -2.2%
and employed. As the proportional contraction of unem- Apr. 3808 | 2926 | 878 2%
ployea. propor : May 3249 | -1,754 |-1495)  -0.7%
ployed exceeded the proportional contraction of the labor Jun, -3,872 708 | -3,164 -0.2%
force, over-the-year unemployment rates decreased. What ~ ulv -2,119 -693 [-1,426(  -0.2%
. . . Aug. -1,282 1,212 | -70 -0.5%
happened to these workers is unclear. It is possible some Sep. 1614 148 |-1466 0.0%
workers decided to take a break from their job search. Some oct. -1,041 742 | -299 -0.3%
. L Nov. 185 -1,640 | 1,825 -0.7%
may have moved away in hopes of finding work elsewhere. Dec. 138 1271 | 1709 06%

Others may have decided to retire.
In the last two months of 2011, the WDA unemployment
rate was down over-the-year, albeit due to different forces. In November and December the number

Source: BLS, LAUS



of unemployed decreased but unlike prior months the number of employed persons increased over-
the-year. Together, an expanding labor force and declining number of unemployed signal secular im-
provement. Although two time points do not make a trend, back to back months of over-the-year un-
employment rate decreases driven by such forces are positive developments.

The Wisconsin Department of Workforce Development ‘s Office of Economic Advisors (OEA) is charged with
assisting all interested parties in better understanding their local economies. OEA has labor economists posi-
tioned throughout Wisconsin to help those involved in economic and workforce development.

For more Information about this region please contact:

John Westbury

Economist

Office of Economic Advisors

Wisconsin Department of Workforce Development
201 East Washington Avenue

Room A423

Madison, W1 53702

608.267.9607

John.Westbury@dwd.wisconsin.gov

Please visit the OEA Webpage at http://dwd.wisconsin.gov/oea/
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