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Key Takeaways

1 It is hard to judge whether monthly employment growth is strong without knowing how

many people are available for work at a given moment

2 The number of available people can fluctuate substantially, sometimes in ways that are

hard to track

3 By one measure, the so-called breakeven rate of monthly employment growth has fallen
from above 150,000 in 2024 to below 20,000 in 2026

4 Other labor market indicators less subject to this difficulty—like the unemployment rate—

can be easier to interpret
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The payroll employment growth estimate that BLS releases on Thursday, July 2"% is the headline labor market
number that markets, policymakers, and the media typically pay the most attention. There are good reasons for
that. The payroll employment survey has a huge sample and is correspondingly precise about small percentage

changes in total employment in any given month.”

An underappreciated problem with interpreting these estimates, however, is that it can be hard to know what
constitutes strong or weak growth. The three-month average of employment growth as of May 2026 was
188,000, as shown in Figure 1. Is that a lot or a little, in the sense of telling us that the labor market is

strengthening or weakening?

To think about answering that question, consider monthly payroll employment growth and the unemployment
rate in recent years. Very high employment growth in 2022 was enough to continue pushing unemployment down,
from 4.0% in January 2022 to 3.5% in January 2023. But growth remained high by historical standards throughout
2023—for example, higher on average than it was during 2019—while unemployment actually ticked up to 3.7% by
January 2024. Was employment growth strong or weak in 2023?

Figure 1. Payroll employment growth was very high during the pandemic
recovery but turned negative in 2025
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The breakeven rate of employment growth

The answer is simply stated but hard to implement: an employment growth number is strong if it exceeds the rate
needed to keep pace with labor force growth. Conversely, employment growth is weak if it falls short of that rate,
leaving a smaller fraction of the labor force employed than before. Economists refer to this hypothetical rate as

the “breakeven” rate of employment growth.

The practical difficulty is that breakeven is a moving target. For example, when immigration flows (and the

policies that partially determine them) are in flux, the breakeven rate can rise or fall considerably. This is what
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occurred over the last few years, as immigration surged in the early 2020s and then precipitously declined, first in
2024 and then again in 2025. Figure 2 shows one estimate of how breakeven growth has evolved (Murray and
Vidangos 2026). It broadly tracks the timeline of fluctuating immigration flows described by Edelberg, Veuger, and
Watson (2026).

Figure 2. The breakeven rate of employment growth rose and fell in the
2020s
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There is some uncertainty about any estimates of breakeven, and consequently there are a variety of estimates at
any given time. Figure 3 shows some of those estimates for 2026, including the estimate from Figure 2. As
indicated by the high and low immigration scenarios considered by Edelberg, Veuger, and Watson (2026), some of
the variation is due to uncertainty about immigration flows. Another source of uncertainty is the unknown lag
times between changes in immigration flows and changes in employment: many immigrants are not immediately
eligible for work or simply need time to enter the labor force. Yet another issue is the shifting availability of
residents for work. Population aging has predictable consequences for that availability, but (for example) the
introduction of remote work may have boosted the participation rates of individuals with disabilities and mothers

of young children. This would tend to raise the breakeven rate without any change in the population size.
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Figure 3. Employment growth breakeven estimates for 2026 vary from
zero to above 80,000
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Alternatives for assessing labor market strength

Unfortunately, we will never know exactly what the breakeven rate of growth is at any given time. Retrospective
estimates will probably be more accurate, but understanding how strong the labor market is right now will always
be difficult. The natural question this raises is about alternatives to the breakeven approach. Are there other ways

we can assess the labor market’s strength?

Labor market analysts have many strategies and alternative indicators for doing so, two of which are described
below. The first comes from unemployment insurance (Ul) records. Every week, the U.S. Department of Labor
reports how many new claims have been made and how many workers are currently receiving Ul (also known as
continued claims). Figure 4 shows the latter, omitting the highly unusual pandemic period. The number of
continued claims tended to fall during the tightening labor market of the late 2010s, then (after the pandemic)
rose from a very low level in 2022. Interestingly, they reached a peak in mid-2025 and have fallen through early
2026.
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Figure 4. Continued claims rose from a post-pandemic low in 2022 but
have fallen somewhat in 2026
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Ul claims can provide a very timely signal of labor market distress, especially when it is accompanied by a large
spike in layoffs. But there are downsides to relying on Ul measures. An important downside is rooted in the fact
that Ul benefits are only received by a small minority of the unemployed (as defined in worker survey data), with
wide variation in that recipiency rate across states and time. Unemployment insurance data is worth tracking as

part of an overall labor market assessment, but its limitations should be kept in mind.

Another labor market metric is the monthly unemployment rate. It is estimated from nationally representative
worker survey data rather than Ul records and is just slightly less timely than Ul data. (On Thursday July 2™, we
will learn the unemployment rate for mid-June.) Figure 5 shows the national unemployment rate (again omitting
the pandemic period) over the last ten years. Like continued claims, the unemployment rate fell during the late
2010s, going from its post-Great Recession height of 10.0% in October 2009 all the way to 3.6% in December 2019.
It began to rise somewhat later than claims, from a trough of 3.4% in April 2023 to its current level of 4.3% as of
May 2026.
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Figure 5. Unemployment rose from a very low 2023 level but has
subsided in 2026
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Importantly, the unemployment rate covers the entire population. It has been measured in a consistent way for
decades, identifying the nonemployed workers with the clearest indications of availability and desire for work.
Historically speaking, spikes in the unemployment rate have correlated closely with recessions. And by contrast to
payroll employment growth, the unemployment rate is not as affected by shifts in immigration and other factors

that confuse its interpretation.

Like any measure, the unemployment rate has disadvantages as a labor indicator. One is that it does not capture
everyone who is potentially available for work; every month there are many labor force nonparticipants who
directly transit to employment without ever showing up in the survey data as unemployed. The household survey
that generates the unemployment rate is also based on a smaller sample than the payroll survey. That sample is
constructed to be nationally representative, but declining response rates and nonresponse bias specifically can
affect its interpretation. For example, to the extent that over time undocumented immigrants become more or

less likely to answer the survey, this could marginally affect the measured unemployment rate.

A portfolio of measures

If forced to pick a single measure of labor market health, the unemployment rate is likely the best candidate—in
large part because of the difficulty of estimating the breakeven rate in real time. Fortunately, there is no need to
restrict oneself to a single labor market indicator, though. Far better to have a portfolio of indicators and
approaches to assessing the labor market. At any given moment, those approaches can give conflicting signals of
labor market strength, which is an opportunity to use judgment in deciding which to rely upon. And when the
differing approaches all tell the same general story, the labor market analyst can be especially confident in the

overall assessment.
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Footnotes

1 The payroll survey is also benchmarked annually to unemployment insurance records, which further improves its ultimate accuracy.
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