
7.1. Measuring the Labor Market

63%. It moves more smoothly than the employment rate, which has higher-frequency �uctuations, which

correspond to movements in unemployment. The unemployment rate is quite volatile, moving up and down

between about 3% and 10%.

Fig. 7.1.1: Labor market indicators in the United States. Source: CPS.

Flows Across Employment Status

The CPS also keeps track of how people shift between employment, unemployment and out of the labor force.

At any point in time, there are large numbers of people who change status in every direction. Figure 7.1.2

shows the magnitude of these �ows for the month of October, 2018.

Using the data on stocks and �ows we can compute the rates at which people transition from one status to

another. The (monthly) job �nding rate is de�ned as the number of workers who shift from unemployment to

employment, expressed as a fraction of the pool of unemployed workers. The (monthly) job loss rate is de�ned

as the number of workers who shift from employment to unemployment, expressed as a fraction of the pool

of employed workers. Figure 7.1.3 shows the evolution over time of these rates. The job loss rate oscillates

between 1% and 2% per month, while the job �nding rate oscillates around 30% per month.1

Vacancies and the Beveridge Curve

Across the market from workers looking for jobs are �rms looking for workers. Starting in 2001, the BLS has

conducted a survey called the Job Openings and Labor Turnover Survey (JOLTS) which asks �rms, among

other things, how many job openings (sometimes called �vacancies�) they currently have. For earlier periods,

1Both of these rates are somewhat underestimated. If a worker switches status back and forth within the same month, the
monthly survey will not detect this and will record no transition. This is especially important for the job �nding rate since the
denominator is smaller.
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