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THE EMPLOYMENT SITUATION:

SEPTEMBER 1998
October 2, 1998

HOUSE OF REPRESENTATIVES,

JOINT ECONOMIC COMMITTEE,

WASHINGTON, D.C.

The Committee met, pursuant to notice, at 9:30 a.m., in Room 1334,
Longworth House Office Building, Hon. Jim Saxton, Chairman of the
Committee, presiding.

Present: Representatives Saxton, McCrery, Ewing, Hinchey, and
Maloney; Senator Sarbanes.

Staff Present: Christopher Frenze, Robert Keleher, Colleen Healy,
Darryl Evans, Joseph Cwiklinski, Howard Rosen, and Tarni Ohler.

OPENING STATEMENT OF

REPRESENTATIVE JIM SAXTON, CHAIRMAN
Representative Saxton. Good morning. I am pleased to once

again welcome Commissioner Abraham before the Joint Economic
Committee (JEC).

The employment data reported this morning suggests a slowdown
in the economy may be underway. The meager 69,000 employment gain
in the closely watched payroll survey is the clearest signal so far that the
economy may be cooling off. Moreover, this weakness in payroll
employment survey is not confined to just one particular industry, but is
reflected in all sectors.

The slowdown in payroll employment growth is not a one-month
aberration but has been under way for several months. The recent
employment trends should be a concern to policy makers, but a review
of other data is needed to determine its implications for the economy.

The Bureau of Labor Statistics's (BLS) price data continue to reflect
a current pattern of disinflation, with no real evidence of inflation. The
forward-looking market price indicators used by the Joint Economic
Committee-bond yields, commodity prices, and the dollar exchange
rate-continue to show that there is no sign of future inflation in the
pipeline.
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Let me just pause here for a minute, for those of who you are
interested in this point. I think this is very important. I have passed out
some briefing materials that you may want to take a look at. They are
a set of graphs and charts which indicate, as I have just said, that our
forward-looking indicators show no sign of inflation. This is a very
important issue.

Chart number one shows the gross domestic product implicit price
deflator, which is a very broad measure of inflation. And as you can see,
that indicates that prices continue to deflate, or disinflate, I should say.

On page number two, the Consumer Price Index (CPI) and all items
including food and energy, as well as the core CPI, continue to go down.
The Producer Price Indexes (PPI) on the next chart show exactly the
same sign.

And then we get over to the forward-looking indicators that we use.
Commodity prices continue to decline or at least are at an historic low.
The 30-year bond yield, as everyone knows from watching the news over
the past few days, continues to be extremely low, as well as other
forward-looking indicators.

So all in all, when it comes to our discussions that we have had over
the past two years, at least of forward-looking indicators, it continues to
show a picture of no inflation in the economy as a result of Fed policies,
and gives us some additional options.

The price data have shown disinflation and a growing potential for
deflation over the past year, and this has led me to call in the past for the
Federal Reserve to cut interest rates. As a matter of fact, I started to
suggest that last winter. I do support the Fed, therefore, the Federal
Reserve decision to cut the federal funds rate last Tuesday.

Though the rate cut was long overdue, a review of its effects on
market price indicators would be needed before having a firm basis to
judge whether it went far enough. However, the sharp decline of the long
bond yield over the past several days since the rate cut suggests a further
rate reduction would be appropriate. Furthermore, the other market price
signals also show no signs of inflation expectations, as I have just said.

The FOMC, as a matter of fact, does not have to wait until its next
scheduled meeting on November 17 to act. An expeditious Federal
Reserve cut in the federal funds rate as well as the discount rate could
send an important signal to the U.S. and to the world. A Federal Reserve
reduction in the discount rate could be interpreted as signaling the
possibility of future easing of monetary policy.
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In conclusion, I think the Federal Reserve should immediately
consider a further reduction in interest rates. Over the last seven years the
Federal Reserve has done a splendid job in gradually squeezing inflation
out of our economic system and implementing a policy of price stability
through informal inflation targeting. This has sustained the long
economic expansion that has flooded the Treasury with revenue,
balancing the budget.

But a policy of price stability precludes both inflation and deflation.
At the moment, the growing potential of deflation appears to be more
serious than the resurgence of inflation. The prudent course would be a
careful easing of monetary policy in the months ahead.

Thank you very much.
And, Commissioner, we are anxious and look forward to hearing

your testimony this morning.

[The prepared statement of Representative Saxton and accompanying
briefing materials appear in the Submissions for the Record.]

STATEMENT OF KATHARINE G. ABRAHAM,
COMMISSIONER, BUREAU OF LABOR STATISTICS:

ACCOMPANIED BY KENNETH V. DALTON, ASSOCIATE
COMMISSIONER, OFFICE OF PRICES AND LIVING CONDITIONS,

AND PHILIP L. RONES, ASSISTANT COMMISSIONER OF
CURRENT EMPLOYMENT ANALYSIS

Ms. Abraham. Thank you very much, Mr. Chairman. As always,
we appreciate the opportunity to be here and talk in a little bit more detail
about the numbers that we have to report.

The unemployment rate was essentially unchanged in September at
4.6 percent, and as you noted, nonfarm payroll employment rose only
slightly. Over the past three months, payroll employment gains have
slowed markedly.

There is a complication in looking at recent months' numbers, in
that there was the big auto strike in the summer, but adjusting for the
direct effects of that strike and related plant shutdowns, payroll
employment rose by about 270,000 in July and about 160,000 in August.
The September increase was just 69,000.

The relatively weak September growth reflects an unusually small
increase in services and job losses in manufacturing and construction.
Manufacturing employment fell by 16,000 in September. Since its peak
in March, employment in manufacturing has declined by 152,000. The
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largest declines in September were in industrial machinery, which shed
8,000 jobs, and in electronic equipment, which lost 7,000 jobs. Together
these two trade-sensitive industries accounted for nearly 40 percent of the
total factory job loss since March.

In nondurable goods manufacturing, there was an increase of 15,000
jobs in food and kindred products, following losses totaling 20,000 in the
prior three months. Apparel employment, which has been trending
downward for several years now, showed little change in September
following a large loss in August. Textiles gained 3,000 jobs, an unusual
increase in an industry that has experienced slow but steady employment
losses for some time.

Employment, in construction fell by 20,000 over the month.
Construction had added an average of 24,000 jobs per month over the
year ending in August. The over-the-month declines in construction
were widespread, but much of the loss occurred in heavy construction
rather than residential construction.

Services payrolls grew by 24,000 in September, an unusually small
increase. Prior to September, monthly gains during 1998 had averaged
112,000. Employment in help supply services, which is mainly
temporary help, fell by 44,000 in September, bringing that industry's
employment level back to where it had been in January.

Employment in computer services and in engineering and
management services rose by 10,000 and 6,000 respectively, comparable
to their gains in August. In contrast, from January to July those two
industries together had generated about 40,000 jobs per month, so we are
under that pace there.

Elsewhere in services, employment in amusements and recreation
increased by 23,000, the third month in a row of strong gains for that
industry. Health services gained 15,000 jobs, a bit above its pace of
growth in 1998 but below the average monthly gains realized during
1997. Employment increased in doctors' offices and hospitals. Declines
continued in home health care, which has lost 49,000 jobs over the past
year.

Finance, insurance and real estate gained 23,000 payroll jobs in
September after an unusually small increase the month before.
Employment in finance increased, largely in security brokerages, and real
estate employment also rose.
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Employment in retail trade grew by 37,000, which is about in line
with its average pace for the year to date. The gains occurred largely in
general merchandise stores, food stores, and eating and drinking places.

The number of payroll jobs in transportation and public utilities rose
by 6,000. A strike in communications held down growth for this industry
in September. Workers affected by an airline strike, however, were on
payrolls for at least part of the reference pay period and thus were
counted as employed in the September survey, so that strike was not
having an impact on our data.

Government employment was flat, reflecting some relatively small
offsetting movements in its components.

Average hourly earnings for production or nonsupervisory workers
rose by I cent in September, following a six-cent gain in August. Over
the 12 months in September, hourly earnings were up by 4 percent. The
average work week was down 0.2 hours to 34.4 hours. Manufacturing
hours were unchanged, while factory overtime edged down by a tenth of
an hour.

Turning to data from the household survey, the number of
unemployed persons and the unemployment rate were little changed in
September. Both measures have been about the same since June. The
jobless rate has been at or below 5 percent since April of 1997. The
unemployment rates for the major worker groups were also essentially
unchanged in September.

The number of persons working part-time despite their preference
for full-time work, what we call part-time for economic reasons,
continued to decline in September. That measure is down to 3.4 million,
which is about-a little over 560,000 below where it had been a year
earlier.

In sum, then, the pace of payroll job growth continued to slow in
September, reflecting declines in manufacturing and construction and
slow growth in services. The unemployment rate, at 4.6 percent, is little
changed over the month.

As always, we would be happy to talk more about these data or
other related matters.

[The prepared statement of Commissioner Abraham and accompanying
Press Release appear in the Submissions for the Record.]

Representative Saxton. Commissioner, thank you very much for
a very articulate presentation. I am concerned about the general
weakness or the seeming weakness of this month's payroll employment
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numbers that you have brought to us today. How widespread is this
throughout the various sectors of the economy? Is it confined to just a
few sectors or is it a decline or weakness that we are seeing?

Ms. Abraham. There certainly is a number of different things
going on. It is not a weakness in one sector that is driving this number.
Manufacturing employment has been declining for some months now.
That is continuing. The decline in construction employment this month
is new. Services employment has been weak for a couple of months.

We are not seeing strong growth in a number of the industries that
had been growing strongly up to this point, and we are seeing declines in
manufacturing and then this new decline in construction.

Representative Saxton. From your experience, would you say that
there is some economic reason for this, or is it a result of some kind of a
fluke, or is there some economic factor that we ought to be concerned
about?

Ms. Abraham. I think clearly a piece of what we are seeing,
particularly in manufacturing, has to do with what is going on in Asia.
If you look at the industries where we have seen the biggest declines, in
the manufacturing industries where we have seen the biggest turnaround
in the employment picture, it is industrial machinery, electrical
equipment which had been growing fairly robustly up through the spring,
through March, and since then have declined a good bit.

I think it is fairly easy to pin, you know, that specifically and
probably some of the rest of what is going on in manufacturing on the
Asian situation. As for the rest of what is going on, it is less easy to point
to a specific factor, but I would not characterize it as a fluke. There is no
anomaly in the data that is driving this.

Representative Saxton. Let me ask this: In your statement you
were very careful to mention the weakness that you perceived in
construction. We don't generally think of the construction employment
factors as being closely related to Asia or foreign trade generally. What
would you think may be causing this slowdown or the weakness in the
construction industry?

Ms. Abraham. I don't know that I really have a specific
explanation for that. It is noteworthy in the sense that over the year
through August, construction employment had been growing so robustly.
There were some funny things back in the spring that we thought were
probably related to unusual seasonal movements rather than anything in
trends. That is not the case this month.
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Representative Saxton. That brings up a good point, and let me
ask you about this. I for one have been very careful at these monthly
meetings not to make too much of one month's numbers. Is this an
aberration of September numbers, or is there a pattern which is reflected
in September's data?

Ms. Abraham. I think you are still right not to make too much of
one month's number. What we are seeing in manufacturing is not just a
one-month thing. Manufacturing employment has been declining for
several months now. Construction, I would say is a little bit less
clear-cut, in that this is really the first month where we have seen a
decline in construction employment, and we will want to wait and see
what happens next month on that.

We have seen a couple of months now where growth in the services
industries seems to be weaker. More additional data always helps to
clarify what the picture is.

Representative Saxton. There is some trend here, there is a pattern
here to these last several months; is that not true?

Ms. Abraham. If you look just at the top side numbers,
employment growth was stronger in July, down in August, and then
down again this month. It is not just one month in a string of months that
are consistently strong.

Repi esentative Saxton. Let me ask you what to most people is
probably an arcane question. I would like to ask you about the diffusion
indices of employment change. For those who don't pay close attention
to this index, it is a measure of those sectors of the economy where
growth is taking place or where it is not taking place. And I noticed that
in the September numbers, that over half, 51 percent to be exact, in terms
of looking at this chart, 51 percent of the economy showed losses. Is that
a fair statement?

Ms. Abraham. The way that this index is put together is by
basically counting up the number of industries where you saw growth and
number of industries where you saw decline. I have to say this is not my
favorite measure so I don't usually look at it. What it does, it is
somewhat of an artifact of how you happened to define your industries,
though it is something that a lot of people look at and we do produce it.

Phil, you have got those figures, if you want to.
Mr. Rones. What we show over this year is a general decline in the

diffusion index, and that would indicate-
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Representative Saxton. Excuse me. I am sorry, I am not an
economist, so would you try to say it so I can understand it?

Mr. Rones. I was going there. The decline in this diffusion index
that you were talking about suggests that the ratio between industries that
are gaining jobs and industries that are losing jobs is tilting a little more
towards the losing jobs. Right now if you take the broader index which
has a whole range of different industries, you are right at the 50-50 point.
The September figure was 49 percent, which means there is an equal
number of industries gaining and losing jobs. Earlier in the year it was
closer to 60 percent, meaning that for every 60 industries that were
gaining jobs, there were 40 that were losing.

Representative Saxton. Would it be fair to use the word "flatness"
to describe that situation in the economy?

Mr. Rones. I would say that gains are less broad-based than they
were earlier in the year.

Representative Saxton. Thank you.

Commissioner, the BLS compiles a number of price indices and a
great deal of price information. I wanted to ask you about some of these
indices and what they are showing.

First, is there any indication from the CPI that inflation is moving
upward in any meaningful way?

Ms. Abraham. No, there is no indication of that at this point.

Representative Saxton. Second, is there any indication from the
PPI, in data that you have, that inflation is moving upward in any
meaningful way?

Ms. Abraham. I know Ken has more complete information on the
PPI with him than I do. If you wouldn't mind, I would let him take that
question.

Representative Saxton. Mr. Dalton.

Mr. Dalton. The finished goods component of the Producer Price
Index fell at an annual rate of 1.4 percent through August. That
compares to a decline of 1.2 percent in all of 1997. So those are actually
declines. I hesitate to add this, but if you look at recent behavior of the
core rate in the finished goods, which is finished goods excluding food
and energy, through the first eight months it has risen at an annual rate
of 1.2 percent and in '97 it was virtually flat. The reason I say I hesitate
to add that is that there is some particular specific circumstances that help
to explain that acceleration.



9

Representative Saxton. Thank you. Going on, is there any
indication from the GDP deflator that inflation is moving upward in any
meaningful way?

Ms. Abraham. That, as you know, is not a measure that we
produce. I do have your handy chart here that shows what that has been
doing, and the most recent data seem to show that that is down relative
to where it had been.

Representative Saxton. Thank you. And what do your import and
export price indices show?

Mr. Dalton. From August of last year to August of this year,
import prices declined 6.4 percent. That follows a 2.2 percent decline in
the 12 months ending in August '97.

Representative Saxton. Okay. Turning to commodity prices, by
some measures it appears that they are at their lowest levels in years.
What does your crude component of the PPI show?

Mr. Dalton. Through the first 8 months, the crude materials
component is declining at an annual rate of almost 20 percent, with the
various components being crude foodstuffs and feedstuffs down 12.1,
crude energy materials down 31.8, and crude nonfood materials less
energy down 12.4.

Representative Saxton. Thank you. Commissioner Abraham or
Mr. Dalton, it would be fair for any casual observer to conclude that there
is nothing in any of these indices that shows any significant danger of the
reemergence of inflation. Is that a fair statement?

Ms. Abraham. It would certainly be fair to say there is nothing in
these data that shows any signs of acceleration of inflation that has shown
up to date.

Representative Saxton. Thank you. I am going to pass the mike
over to my friend Mr. Hinchey here in just a minute, but I just want to
say that the reason I asked this series of questions about inflation is-
those of you who have followed the rationale that we have used here
relative to watching Fed policy, and frankly we have been fairly
supportive-that we have commended the Fed for targeting inflation and
for basing monetary policy basically on keeping inflation in check. And
obviously if their intention has been to do that, which I think it has, they
have been fairly successful.

And given the two things that we have talked about here this
morning, (A), the perceived weakness in the economy and, (B), the fact
that there is little or no evidence of emerging inflation, it would certainly
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be appropriate for the Fed, in my opinion, to cut interest rates further, as
I said in my opening statement. And I am hopeful that we will see
further cuts in the months ahead.

As a matter of fact, as I also said in my opening statement, the Fed
does not have to wait till November 17 to do so, which is the next FOMC
meeting. They can do so through their own standard procedures any time
they wish to, and I am hopeful that is what we will see.

Mr. Hinchey?

OPENING STATEMENT OF

REPRESENTATIVE MAURICE D. HINCHEY
Representative Hinchey. Well, thank you very much, Mr.

Chairman. And thank you, Commissioner.

Ms. Abraham. Good morning.

Representative Hinchey. Mr. Dalton, Mr. Rones, as well. I very
much welcome you and we are happy to see you, as we always are.

I want to share some of the sentiments that were expressed by the
chairman a moment ago. I think that it is a bit gratuitous perhaps in this
particular context, but I think also the interest rates that the Fed has
adhered to now for over the last two years, at least, are much too high.
Interest rates are still at roughly about a nine year high. It is part of the
one-quarter percent drop that we saw just recently.

I think it is quite clear that interest rates not only can but must go
down, and that is increasingly clear in the context of the numbers that
you have provided us with this morning. While we see that the
unemployment rate according to your figures remains very low, in fact
it has been below 5 percent now since sometime around early last year,
I think, isn't it?

Ms. Abraham. Since April of last year.

Representative Hinchey. April of'97, below 5 percent, and it is
now at what, 4.6, isn't it?

Ms. Abraham. Correct.

Representative Hinchey. It remains low. We have in essence a
condition virtually of full employment, although I think there are some
people out there who would like to work and may not have found jobs,
and certainly there are people working part-time who haven't been able
to-haven't been able to find full-time jobs.

But what is a little bit almost disturbing, I guess, about your
numbers is that while we have seen increasing growth in a number of
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areas, including even small growths in manufacturing, in the
manufacturing sector over the last year or so, and while we have seen
increases in average hourly employment over that period of time, over
the last couple of years, those circumstances now seem to be reversing
or in the process of being reversed.

Your numbers indicate that while hourly wages are up again, they
are up by only a tiny fraction as opposed to the average rate of increase
that we have enjoyed seeing over the last year or so, and also that growth
in certain areas of the economy has begun to reverse.

Say average hourly earnings for production or nonsupervisory
workers rose by one cent in September following a six cent gain in
August and the employment rate was essentially unchanged, as we have
indicated. You make the point that manufacturing employment fell by
16,000 in September since its peak in March. Employment in this
industry has declined by 152,000, which is the largest decline in
September-the largest decline in September, rather, were industrial
machinery which shed 8,000 jobs, and electronic equipment which lost
7,000 jobs.

And then you go on to make the point that these areas of the
economy are trade-sensitive, and that seems to me to indicate the
confirmation of our belief that we are finally being impacted in palpable
ways by the global economic crisis in East Asia and then in Russia and
now expressing itself in Brazil. And indications are that we can continue
-we can expect to continue to see the effects of the global economic
downturn and the deflationary forces that are expressing themselves in
certain parts of the global economy.

All of that causing me to agree very, very strongly as usual with the
Chairman in saying that it is quite clear that the Fed is holding interest
rates much too high, and that they are threatening to allow conditions to
exist that are going to permit the economy to falter even more. And
unless we see some reduction, serious reductions in interest rates, then I
think we are in for some tough times over the course of the next several
quarters.

I know that you do not deign to interpret these numbers in any
particular way, perhaps least of all in the way that I am suggesting, but
you do make the point that we are seeing declines in these trade-sensitive
areas. Does that lead me to conclude that you also are observing that
conditions in the world economy are affecting our economy and causing
these declines to occur?
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Ms. Abraham. I think it is clear, when you look at the
manufacturing data in particular, that we are seeing some impacts of
what is going on in Asia. I commented specifically on industrial
machinery and electrical equipment in my statement. Those industries
account for about 20 percent of manufacturing employment. They have
accounted for about 40 percent of the decline in manufacturing
employment since March.

There are industries that historically have exported a lot of their
output to the Asian economies and industries that are subject to import
competition from those economies. In the case of those two industries,
I think the impact is clear. There are other manufacturing industries as
well where there are indications that what is going on in Asia is having
an impact, so I think you are drawing the correct conclusion.

Representative Hinchey. To what may we attribute the decline in
the construction industry, which seems to have fallen off quite
significantly in this latest period?

Ms. Abraham. The construction employment number is note-
worthy in that, generally speaking, construction employment had been on
an upward trend. There were a couple of months in the spring where it
was down but those, I think, were related to unusual weather and
different than expected seasonal patterns. This is a real decline. It is one
month. I don't know that we have any particular explanation to offer as
to what is going on this month.

Representative Hinchey. All right, Commissioner. I thank you.
Chairman, thank you.

Representative Saxton. Mrs. Maloney, would you like to ask some
questions at this point?

OPENING STATEMENT OF

REPRESENTATIVE CAROLYN B. MALONEY
Representative Maloney. Welcome. That is good news. What

does that say, that no matter what happens in Asia or Russia, our
economy-

Ms. Abraham. No, I think clearly what is going on in Asia and
elsewhere in the world is having an adverse impact on our economy.

Representative Maloney. Okay. Commissioner Abraham, you
have stated several times over the last few months that the unemployment
rate is a lagging indicator, meaning that changes in the unemployment
rate follow changes in most macroeconomic variables, like changes in
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GDP growth and the CPI. Are any of the indicators for which you are
relating data this morning considered to be leading indicators, that is,
data which might suggest some changes in current trends? If so, I would
appreciate it if you would please describe them and share with us what
you might suggest about where the U.S. economy might be heading over
the next few months.

Ms. Abraham. Well, we in fact aren't in the business of doing
analyses of whether particular indicators are leading indicators or lagging
indicators. That is something that used to be done at the Bureau of
Economic Analysis and now is done by the Conference Board, so I can
describe the Conference Board's characterization of some of these
indicators and talk about what has been happening with them.

The unemployment rate is actually a little complicated in their
scheme. They characterize it as in fact a leading indicator at business
cycle peaks and a lagging indicator at business cycle troughs, so at this
point it would be, in their characterization, considered a leading
indicator. We have not seen much going on with that.

The Conference Board also has an index of leading indicators. They
include manufacturing hours and unemployment insurance claims among
those. Unemployment insurance claims are very low and remaining low.
Manufacturing hours, I guess, have tipped down slightly but not much.

Representative Maloney. Are you aware that there is a bill
currently before Congress? It was reported last week out of the
Government Information and Technology Committee, and what this bill
does is that it calls for the establishment of a Federal commission to
develop policy recommendations aimed at consolidating the Bureau of
Labor Statistics, the Bureau of the Census, and the Bureau of Economic
Analysis into one single federal statistical service within the next two
years. It is a bill that was authored by Congressman Horn from
California.

And what are your ideas or thoughts about consolidating these three
major statistical agencies? Do you believe that we need such a
consolidation, such a superagency? Has the idea been floated before?
What were some of the arguments made in favor and against such a
consolidation, and what procedures are now in place so that we don't
really duplicate data collection and reporting? And could you give the
committee members a general overview of this legislation, this idea, this
proposal?
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Ms. Abraham. As you might imagine, given that such a bill would
have a very direct effect on us, we are quite aware of it and have thought
quite a lot about it. I in fact gave a lecture that has now been printed as
a paper on this general subject, which I will be happy to share with
members of the committee. But let me try very briefly to give you my
thoughts about this legislation.

The legislation actually would do two things. It would, as you
know, create a commission to study consolidating three economic
statistics agencies. It also contains a second title, which is a bill that
originally had been put forward by the Administration and that would
allow the statistical agencies to share information with one another in
ways that are not currently possible. And I think that that part of the bill
is a very, very positive thing and something that would be enormously
helpful to the statistical agencies, and that I hope will end up being
passed in some form.

I personally am, from where I sit, not a fan of consolidating the
statistical agencies. There are procedures in place to make sure that what
we don't duplicate what other agencies are doing, and the main way that
that happens is through the budget process.

Representative Maloney. What negative do you see in
consolidation?

Ms. Abraham. The main negative that I see in consolidation is, I
don't see big arguments for it. I don't see what it would gain us, and I
fear that it would be enormously disruptive. So balancing something that
I don't see a need for against the disruption that I am sure would be
associated with trying to merge our organizational structures and so on,
I am not enthusiastic about it.

Representative Maloney. Thank you. My time is up.
Representative Saxton. Mr. Ewing.

OPENING STATEMENT OF
REPRESENTATIVE THOMAS W. EWING

Representative Ewing. Thank you, Mr. Chairman, and thank you,
Commissioner, for being here today. When I looked at the statistics and
also the statement of the chairman, there was a comment that payroll
employment growth, while not as great this month as we might have
liked, had been on a downward trend; is that true?

Ms. Abraham. Well, payroll employment growth, after adjusting
for the effects of the big auto strike, was stronger in July than in August
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and stronger in August than in September, so the rate of increase has
been falling over the past three months.

Representative Ewing. Though it was stronger than it had been,
so the figures were up but the rate of increase was not?

Ms. Abraham. Employment was up but the increase in
employment has fallen in August and then again in September.

Representative Ewing. And it hasn't been possible to pinpoint that
it is happening in one industry or another industry, housing as compared
to a service or manufacturing?

Ms. Abraham. Taking a bit longer perspective, there are two
things going on. We are seeing now for some months declines in
manufacturing; this month a decline in construction. And then at the
same time industries in the service producing sector that had been strong
job growth generators have been weaker in the last month or two. So it
is the combination of those two things, declines in some industries and
less strong growth in a set of others.

Representative Ewing. Does your gathering of information include
such things as why an industry's growth might not be as strong, such as
reduction in foreign trade or orders overseas?

Ms. Abraham. Not directly. I work principally in the business of
producing the data. Others analyze it, obviously. I think in the case of
manufacturing employment, however, particularly in the case of a couple
of the big losers, it is clear that what is going on in Asia is having an
effect on employment here.

Representative Ewing. This could be considered, then, certainly
not a downturn but maybe a more leveling in the growth or in the
momentum of the growth of the economy, a leveling of that?

Ms. Abraham. I don't really-I don't want to get into-

Representative Ewing. You don't use those words-

Ms. Abraham. Project forward, I guess. That sort of-using those
words might convey an expectation about what is going to happen next.

Representative Ewing. Let me look back then. Have we had other
periods of time in the last four to six years where we have had similar
growth rates and growth in employment hasn't been quite as brisk and as
high as we might have expected?

Ms. Abraham. I would have to say that this month's number is
somewhat unusual viewed in that context. There were some months. In
March growth was not much different, but there were special
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circumstances there. We had a month of employment decline back in
January of'96 but that was, as you may recall, that big blizzard that had
a lot of impact on unemployment. You have to go back to, I would say,
July of 1995 before you have a number that is similar.

Representative Ewing. Was that just a one month type of situation
or was there a leveling period there?

Ms. Abraham. Well, in that case employment bounded back the
next month and continued to be very robust for an extended period after
that, partly why we are always saying keep looking at the data as it
comes in.

Representative Ewing. And so we will be anxiously looking at the
next month, but as we go into the winter months, doesn't that tend to be
a period of time when employment growth wouldn't be as great?

Ms. Abraham. Well, these data are all, as best we can, seasonally
adjusted, which means we try to take that kind of thing you would expect
every winter, say, out of the numbers and present something that is more
the underlying trend.

Representative Ewing. Do you feel that the median weekly
earnings for middle-income range is stagnated, or can you tell what is
happening in earning power?

Ms. Abraham. What we have got on that is quarterly numbers that
we have not actually put out yet for this quarter on the median weekly
earnings of wage and salary workers from our household survey. I am
just looking through to see if I can find those. We had seen some
increases in that, but I would rather get the actual numbers in front of me
rather than misciting what they are saying.

The way that I would look at these is to take the numbers that are in
constant dollars, that is, trying to net out the effects of inflation so that
you are looking at something that is of constant purchasing power. In the
second quarter, median weekly earnings, representing the person right in
the middle of the distribution, was just a few dollars above where it had
been a year earlier, so it had gone up a bit but not a whole, whole lot.

Representative Ewing. It would be a small percentage increase,
then?

Ms. Abraham. Well, it would be under a 2 percent increase.

Representative Ewing. One final question: How much of cutbacks
in defense-related industries affected the manufacturing jobs in recent
years?
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Ms. Abraham. We have got some information that attempts to get
at that. I have not looked at it recently. Phil, do you have that on hand?

Mr. Rones. If we look at the data over the past year, what we call
defense-dependent industries, and these are industries that have at least
half of their output going into defense, we have an over-the-year change
of slightly less than I percent in employment, and that would compare to
an overall growth rate that is closer to 2.5 to 3 percent. So that would
indicate that those sectors are growing slower than the total employment
but they are still growing.

Representative Ewing. Thank you very much.
Ms. Abraham. Thank you.

Representative Saxton. Senator Sarbanes.

OPENING STATEMENT OF PAUL S. SARBANES

Senator Sarbanes. Thank you very much. It is a pleasure to
welcome you this morning. You may have-I was late coming in so if I
ask something you already covered, well, you can make short shrift of it.

In tracing your employment figures, have you been able to discern
any impact of what is happening overseas on the employment situation
in this country?

Ms. Abraham. Not so much on the unemployment side of the
picture. Unemployment has been holding fairly steady, but on the
employment side of the picture there is, I think, clear indication in the
manufacturing numbers of an adverse impact of what is getting on in
Asia on employment here.

Senator Sarbanes. And that would be export industries are not
growing? Is that essentially-

Ms. Abraham. It is really two things. The industries where this is
showing up most clearly are industrial machinery and electrical
equipment. Those are industries that historically have exported a good
share of their output to those Asian countries, but also industries that are
vulnerable to import competition from lower-priced Asian imports. So
it is both sides of the trade picture.

Senator Sarbanes. Of course, if this now extends into Latin
America, we could expect an even more severe impact since we have a
very heavy trade relationship there. Would you think that would be the
case?

Ms. Abraham. Well, we will certainly be monitoring the data
closely in the months ahead. We have been tending to focus to date on
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possible impacts of the Asian situation, but you are right that we ought
to be looking as well, going forward, at possible impacts of the Latin
American situation.

Senator Sarbanes. The steel people are very concerned because
they are being significantly undercut in price, although they have made
the industry highly competitive, and it seems clear to most of us that
significant dumping is taking place, and I gather the industry has now
filed an action in that regard. Have you seen an impact on employment
in the steel industry as yet?

Ms. Abraham. The industry we have is blast furnaces and basic
steel products. Employment in the industry was 235,000 back in March.
It was 231,000 in September. So there has been a decline of several
thousand in employment over that period.

Senator Sarbanes. I went through your statement very quickly. I
may have overlooked it, but I didn't see anything on the long-term
unemployed. If you have not addressed that, I would be interested in sort
of a quick review of the situation with respect to the long-term
unemployed.

Ms. Abraham. I will have to confess to you that in this month my
focus has been principally on the payroll employment numbers, since as
a general thing there was so little change in the numbers from the
household survey. But looking at those long-term unemployed over the
month, the number of people who were unemployed 15 weeks or over
was essentially unchanged. The number this month was almost identical
to last month's.

Senator Sarbanes. What is that number?

Ms. Abraham. There were 1,651,000 people who had been
unemployed for 15 weeks or more.

Senator Sarbanes. Now, has that number come down significantly
over the course of this period where we have had a fairly sustained period
of low unemployment?

Ms. Abraham. Yes, it has. A year ago in September of 1997, there
were 2.1 million such people.

Senator Sarbanes. What is it now? 1.6?

Ms. Abraham. 1.65. So it has come down by nearly half a million.

Senator Sarbanes. About 25 percent.

Ms. Abraham. Yes.
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Senator Sarbanes. Okay. Now, could I address the unemployment
figures by race? In your broader statement on page -Table A-2, I guess,
is a relevant table. Employment status of the civilian population by race,
sex, age, and Hispanic origin?

Ms. Abraham. Correct.

Senator Sarbanes. I was intrigued by this figure on black
unemployment rate, overall unemployment rate. It dropped from 9.6 in
September of '97 to 9 in May of '98 to 8.2 in June, and then bounced back
up to 9.7 in July, 9 in August, and 9.2 in September. What accounts for
that I thought rather sharp drop? Or to put it another way which would
express my concern, what accounts for the sharp rise from the lower level
back up?

Ms. Abraham. I would have to say in all honesty that most of what
accounts for those erratic month-to-month movements in the black
unemployment rate is probably survey sampling error. Given the size of
our survey and the number of black households where interviews are
conducted, the change in the unemployment rate for blacks has to be
eight-tenths of a percentage point before it is statistically significant,
which means that movements of that magnitude, even of that fairly large
magnitude are not statistically meaningful.

Senator Sarbanes. Well, is this table statistically meaningful?
Ms. Abraham. There is a lot of interest in the unemployment rate

for these different groups, but-
Senator Sarbanes. I understand if your margin of error is so broad,

what good does it-

Ms. Abraham. The margin of error is substantial. I think what that
indicates to me is that you need to be looking at these numbers averaged
over a longer period of time, and that month-to-month movements in the
figures generally are not meaningful.

Senator Sarbanes. Mr. Chairman, I see the red light on. If I could
ask one more question, I would appreciate it.

How are you doing on your budget?

Ms. Abraham. We are waiting to hear.
Senator Sarbanes. Does it look pretty good?
Ms. Abraham. I am happy to say that so far the House of

Representatives has been extremely supportive of the requests that we
have made. The Senate had proposed cutting our funding on the order of
$8 or $9 million. We are waiting to see what happens in the conference.
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That may not sound like a large reduction in our budget. The thing
about our activities is, as you know, that they are not scalable. If we
don't have money, then we have to cut out a discrete product. If we don't
get the funding we have requested, there is going to be an impact on
something that we are producing now, and I think everything that we are
producing now is important.

Senator Sarbanes. Are you getting enough money to modernize
and upgrade your surveys and so forth and bring these things up to date?
I know we had a big focus on the CPI. I think you got extra money in
order to do that. How are you making out on that?

Ms. Abraham. Generally speaking, Members of Congress have
been quite positive about funding our work to improve the CPI.

Senator Sarbanes. Good.

Mr. Chairman, I wasn't here to hear your opening statement. I have
had a chance to look it over and I want to commend you for it. I think it
has obviously focused on a very important question, and I think your
bringing attention to the potential problem of the downturn is important,
and I particularly welcome these briefing materials that you have
prepared that show the movements of bond yields and commodity prices
and producer prices and so forth and so on.

Obviously we have inflation-the Fed cut its rates a quarter of a
percent, but even if this notion that somehow they had been neutral,
simply by leaving the rate where it was over this period of time when
inflation has actually been dropping, the real rate has been going up quite
significantly and is really on a historical basis are quite high now. The
real interest rates are quite high, although the nominal rate is down. But
you even have a situation where the long-term rates are below the
short-term rates, as you point out in this last table in this collection of
briefing materials. I welcome this work and thank you for it very much.

Representative Saxton. I thank you, Senator Sarbanes, for those
comments.

OPENING STATEMENT OF

REPRESENTATIVE JIM MCCRERY
Representative McCrery. Thank you, Mr. Chairman. I am sorry

I missed Commissioner Abraham's testimony, but I am reading it, and
you seem to be bolstering the Chairman's remarks. And I have read his
opening statement, and I too would like to commend the chairman for his
opening statement.
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I agree entirely that the Fed underplayed its hand. I think they could
have done a lot more to strengthen financial markets, to -give more
confidence to the world markets by cutting the interest rates more than
they did. So I join the chairman in calling for the Fed to, before their
next meeting, go ahead and cut interest rates another quarter percent.

But you seem to be-and I know you are not prone to comment on
the Fed policy, but you-certainly your testimony seems to bolster the
chairman's conclusions that we are not in a period of inflation by any
means, and in fact the employment figures could underscore the
conclusion that we may be in a period of deflation. Can you comment on
that?

Ms. Abraham. Well, what I can do is characterize the data, and
putting it in perhaps slightly different words with respect to the
employment picture, although unemployment remains very low, we have
seen a slowing in the rate of employment growth over the past three
months. Looking at the inflation data, there is no real indication in any
of the data that we produce of an acceleration of inflation.

Representative McCrery. When you say there has been a
slowdown, that is an underestimate, isn't it, when you look at the
September employment gain? Compared to previous months, it is a
rather dramatic slowdown?

Ms. Abraham. It is well below the average pace that we have been
seeing over the prior year. You have to go back a ways to see a number
that is comparably low in terms of over-the-month employment gain.

Representative McCrery. If you look back year to year, is it
normal for employment gains in September to be dramatically other than
employment gains in August?

Ms. Abraham. No, but I should explain that these numbers that we
are focusing on, the numbers that we always focus on are numbers that
are seasonally adjusted, which means we are trying to take out of the data
anything that always happens at a particular time of year.

Representative McCrery. So this would be a true reflection of
employment gain month to month. It would not be a seasonal thing. You
couldn't account for this by saying that there is some seasonal adjustment
that happens every year?

Ms. Abraham. No. Seasonal adjustment is part art and part
science, but there is no quirk in the data that we are aware of that would
lead us to explain this number that way.

Representative McCrery. Thank you.
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Representative Saxton. Thank you very much. I had not intended
to have another round of questioning. However, we can do that if you
would like. Mr. Hinchey has indicated he has a short question, or maybe
two, that he would like to ask. Why don't you proceed?

Representative Hinchey. Thank you very much, Mr. Chairman.
Madam Commissioner, over the last several months one of the

members of our minority staff, Robert Gibbs, has been studying the
distribution of unemployment. And while your report again indicates
that unemployment remains low, on average about 4 and a half percent
right now, nevertheless there are pockets of higher unemployment around
the country. And the overall statistics, the general statistics camouflage
the fact that we do have places where unemployment is in fact higher
than the national average, in some cases considerably so.

Mr. Chairman, with your permission, I would like to enter this study
into the record, if I may.

Representative Saxton. Without objection.
[The study by Robert Gibbs, Joint Economic Committee minority staff,
appears in the Submissions for the Record.]

Representative Hinchey. The anaiysis suggests that based on data
for the first quarter of 1998, one of every five counties in the country has
an unemployment rate above 8 percent. And while these counties are
mostly rural, they are not exclusively so.

For example, out of the five boroughs of New York City, three of
those boroughs have unemployment rates consistently above 8 percent.
And these pockets of high unemployment are scattered around the
country. And they have also within them a high proportion of minorities
and less well-educated people.

I would like to ask you, Commissioner, has the Bureau performed
any analysis on the incidence of high employment during this recent
period of low national unemployment?

Ms. Abraham. Particularly focused on this geographic dimension
that you were talking about?

Representative Hinchey. Yes, precisely.

Ms. Abraham. No, unfortunately we have not. We, as you know,
our principal business is producing the statistics. And where we can we
also do analytic work, but that tends to be focused, given the limitations
of our resources, principally on what is going on at the national level, and
we just are not equipped to do a lot of analysis of these local area data.
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So we were quite interested in the report the staff member had prepared,
but we have not done nor do we really have plans to do our own
analysis.

Representative Hinchey. So you are not really in a position to do
any analysis of why these pockets of high unemployment continue to be
there?

Ms. Abraham. No. That really is not something that we have in
our plans to look at.

Representative Hinchey. I thank you very much for the
information.

Mr. Chairman, if I may just suggest that perhaps you would like to
consider helping us interpret some of these numbers. Maybe it might be
an idea to have some people come in and help us look through these
numbers and try to analyze why the circumstances are what they are,
with a view of looking forward in addition to having a clear picture of
what has been going on and what is going on at the moment.

Representative Saxton. Well, we certainly share your concern
about higher rates of unemployment, particularly in certain areas, and
that certainly is something that would deserve some extensive study. I
would be happy to look at that.

Representative Hinchey. Thank you.

Representative Saxton. Unless there are further questions-

Representative Maloney. May I just ask one?

Representative Saxton. Mrs. Maloney, very quickly.

Representative Maloney. What is the unemployment rate for New
York City?

Ms. Abraham. The most recent rate that we have for New York
City would be the rate for August, and I am not sure whether we have got
that here. Phil may be able to lay his hands on it. We will have to
provide that for the record.

[The response of Commissioner Abraham to Representative Maloney is
included in Commissioner Abraham's prepared statement. It is entitled,
'Table 1: Civilian labor force and unemployment by state and
metropolitan area."]

Representative Maloney. Thank you very much.
Thank you, Mr. Chairman.

Representative Saxton. Thank you, Mrs. Maloney.
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Ms. Abraham, thank you very much. Mr. Dalton, Mr. Rones, thank
you very much for being with us here today. We look forward to hearing
from you again in the future. We are discussing the possibility, given the
situation that appears to be developing, although we hope not, of the
possibility of having a hearing in November. That would be the 6th of
November, but we will get back to you on that.

So thank you for being with us. We appreciate very much your
patience. And could you just indicate whether or not you are moving
forward with a CPI study update that we discussed over the last year or
so?

Ms. Abraham. We had sent you some information that was an
update on our-

Representative Saxton. To update the study that you did, that is
correct.

Ms. Abraham. We have submitted that. We should perhaps- if
there is something that you are expecting from us that we have not given
you, we should talk, because it was my understanding we had given you
everything you were expecting.

Representative Saxton. If you have any further information on
that, if you could incorporate it into future hearings, that would be very
helpful.

Ms. Abraham. Okay.

Representative Saxton. We are also reminded that you may have
some numbers on the welfare-to-work issues, and perhaps next month we
can get into those as well. Thank you very much.

[Whereupon, at 10:35 a.m., the hearing was adjourned.]
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SUBMISSIONS FOR THE RECORD

PREPARED STATEMENT OF
REPRESENTATIVE JIM SAXTON, CHAIRMAN

I am pleased to welcome Commissioner Abraham before the Joint
Economic Committee this morning.

The employment data reported this morning suggest a slowdown in
the economy is underway. The meager 69,000 employment gain in the
closely watched payroll survey is the clearest signal so far that the
economy may be cooling off. Moreover, this weakness in payroll
employment is not confined to one particular industry, but is reflected in
all major sectors. The slowdown in payroll employment growth is not a
one-month aberration, but has been underway for several months. The
recent employment trend should be a concern to policy makers, but a
review of other data is needed to determine its implications for economic
policy.

The BLS price data continue to reflect a current pattern of
disinflation, with no real evidence of inflation. The forward-looking
market price indicators used by the JEC-bond yields, commodity prices,
and the dollar exchange rate-also continue to show that there is no sign
of future inflation in the pipeline. The price data have shown disinflation
and a growing potential for deflation over the past year, and this has led
me to call for a Federal Reserve cut in interest rates since last winter.

I support the Federal Reserve's decision to cut the federal funds rate
last Tuesday. Though a rate cut was long overdue, a review of itS effects
on market price indicators would be needed before having a firm basis to
judge whether it went far enough. However, the sharp decline of the long
bond yield in the days since the rate cut suggests that further rate
reduction would be appropriate. Furthermore, the other market price
signals also show no signs of increasing inflation expectations.

The FOMC does not have to wait until its next scheduled meeting
on November 17 to act. An expeditious Federal Reserve cut in the
federal funds rate as well as the discount rate could send an important
signal to the U.S. and the world. A Federal Reserve reduction in the
discount rate could be interpreted as signaling the possibility of future
easing of monetary policy.

In conclusion, I think the Federal Reserve should immediately
consider a further reduction in interest rates. Over the last seven years
the Federal Reserve has done a splendid job of gradually squeezing
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inflation out of our economic system and implementing a policy of price
stability through informal inflation targeting. This has sustained the long
economic expansion that flooded the Treasury with revenue, balancing
the budget. But a policy of price stability precluded both inflation and
deflation. At the moment, the growing potential of deflation appears to
be more serious than a resurgence of inflation. The prudent course would
be a careful easing of monetary policy in the months ahead.
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30-Year Treasury Bond Yield at Constant Maturity

% p.a.

75 9.75

25 > | X 8.25

25 ........... . ......... 5
50 ........ .... g..... >.. ...... ....... 7.50

.75 ........ .. .. m ....... > 1 .> A> . ........ 6.75

.... .... 6.00DO ..... . . . .......... .. . ...... <. ..6.00

.25- , , , 1 , , , 1,, , 1 l ll ll l l i ll l ll ,, 5.25

89 90 91 92 93 94 95 96 97 98

~Vni&, a As C4~m, T0~4 +o

LAst A i-s +1 i

INAft1"~

*- ¶WES Ifil* s W~

J * f Fvvntv kJ1E



32

PREPARED STATEMENT OF
KATHARINE G. ABRAHAM, COMMISSIONER

Mr. Chairman and Members of the Committee:
I would like to thank you for the opportunity to comment on the

labor market data released this morning.
The unemployment rate was essentially unchanged in September at

4.6 percent, and nonfarm payroll employment rose slightly. Over the
past three months, payroll employment gains have slowed markedly.
After adjusting for the direct effects of the auto strike and related plant
shutdowns, payroll employment rose by about 270,000 in July and about
160,000 in August. The September increase was just 69,000. The
relatively weak September growth reflects an unusually small increase
in services and job losses in manufacturing and construction.

Manufacturing employment fell by 16,000 in September. Since its
peak in March, employment in this industry has declined by 152,000.
The largest declines in September were in industrial machinery, which
shed 8,000 jobs, and in electronic equipment, which lost 7,000 jobs.
Together, these two trade-sensitive industries accounted for nearly 40
percent of the total factory job loss since March. In nondurable goods
manufacturing, there was an increase of 15,000 jobs in food and kindred-
products, following losses totaling 20,000 in the prior 3 months. Apparel
employment, which has been trending downward for several years,
showed little change in September following a large loss in August.
Textiles gained 3,000 jobs, an unusual increase in an industry that has
experienced slow but steady employment losses.

Employment in the construction industry fell by 20,000. The
industry had added an average of 24,000 jobs per month over the year
ending in August. The over-the-month declines were widespread, but
much of the loss occurred in heavy construction.

Services payrolls grew by 24,000 in September, an unusually small
increase. Prior to September, monthly gains during 1998 had averaged
112,000. Employment in help supply services fell by 44,000 in
September and, at 2.8 million, was at the same level as in January.
Employment in computer services and in engineering and management
services rose by 10,000 and 6,000, respectively, comparable to their gains
in August. In contrast, from January to July, these industries together
had generated 40,000 jobs per month.

Elsewhere in services, employment in amusements and recreation
increased by 23,000, the third month in a row of strong gains for this
industry. Health services gained 15,000 jobs, a bit above its pace of
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growth in 1998 but below the average monthly gains realized during
1997. Employment increased in doctors' offices and hospitals. Declines
continued in home health care, which has lost 49,000 jobs in the past
year.

Finance, insurance, and real estate gained 23,000 payroll jobs in
September, after an unusually small increase the month before.
Employment in finance increased by 8,000, largely in securities
brokerages, and real estate employment rose by 9,000.

Employment in retail trade grew by 37,000, about in line with its
average pace for 1998. The gains occurred largely in general
merchandise stores, food stores, and eating and drinking places.
Employment in miscellaneous retail trade establishments fell by 15,000
in September. In wholesale trade, payrolls grew by 14,000.

The number of payroll jobs in transportation and public utilities rose
by 6,000. A strike in communications held down growth for this industry
in September. Workers affected by an airline strike, however, were on
payrolls for at least part of the reference pay period and thus were
counted as employed in the September survey. Government employment
was flat, reflecting some relatively small, offsetting movements in its
components. Average hourly earnings for production or
nonsupervisory workers rose by I cent in September, following a 6-cent
gain in August. Over the 12 months ending in September, hourly
earnings increased by 4.0 percent.

The average workweek was down 0.2 hour to 34.4 hours;
manufacturing hours were unchanged while factory overtime edged down
by 0.1 hour to 4.5 hours.

Turning to data from the household survey, the number of
unemployed persons, 6.3 million, and the unemployment rate, 4.6
percent, were little changed in September. Both measures have been
about the same since June. The jobless rate has been at or below 5
percent since April 1997. The unemployment rates for the major worker
groups-adult men, adult women, teenagers, whites, blacks, and
Hispanics-all were essentially unchanged in September. The number of
persons working part time despite their preference for full-time work
continued to decline. At 3.4 million in September, that measure has
fallen 563,000 over the past year.

To summarize, the pace of payroll job growth continued to slow in
September, reflecting declines in manufacturing and construction and
slow growth in services. The unemployment rate, at 4.6 percent,
remained little changed.

My colleagues and I would be glad to answer your questions.
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THE EMPLOYMENT SITUATION: SEPTEMBER 1998

Payroll employment rose slightly, and unemployment was virtually unchanged at4.6 percent in
September, the Bureau of Labor Statistics of the U.S. Department of Labor reported today. Nonfarm
payroll employment was up by only 69,000. The number of manufacturing and construction jobs
declined, and growth in the services industry was weak for the second month in a row.

Chart 1. Urln ema rted. selanry ausbad. Chart 2. Notvael payre elprewt seamnouty d.
OP Cbaber 1995 -Septeeber 1998 ei OCtDbew 1995. -see r 1998

A . | . ..~~~~~~~~ ~~.. ........ i I.......

736 1997 XB1#It 1

Unemployment (Household Survey Data)

Both the number of unemployed persons, 6.3 million, and the unemployment rate, 4.6 percent,
remained essentially unchanged in September. Thejobless rate has been at or below 5 percent since April
1997. Among the major worker groups, the unemployment rates for adult men (3.8 percent), adult
women (4.0 percent), teenagers (15.4 percent), whites (3.9 percent), blacks (9.2 percent), and Hispanics
(7.4 percent) showed little movement in September. (See tables A-I and A-2.)

Total Employment and the Labor Force (Household Survey Data)

Total employment rose by 597,000 in September to 131.8 million, after seasonal adjustment. Over
the year, employment has risen by 2.3 million, after adjusting for changes in the composite estimation
procedure introduced with the January 1998 data Over the month, the employment-population ratio-
the proportion of the population age 16 and older with jobs-increased by 0.3 percentage point to 64.1
percent. (See table A- 1.)
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Table A. Major indicators of labor market activity, seasonally adjusted

(Numbers in thousands)

Category

4-~~~~~~~~

HOUSEHOLD DATA

Civilian labor force..........................

Employment ...............................

Unemployment...........................

Not in labor force.............................

All workers........................................

Adult men...................................

Adult women...............................

Teenagers....................................

White. ..........

Black...........................................

HRspanic o igin............................

ESTABLISHMENT DATA
2

Nonfarm employment.

Goods-producinga.....................

Co smtruction..........................

Manufacturing ...................

Service-producing' ....................

Retail trade............................

Services..............................
Government.........................

Total private.....................................

Manufacturing............................

Overtime...............................

Total Private ...................................

.Average hourly earnings,

total private..................................
Average weekly earnings,

total orivate..................................

Quarterly averages I Monthly datam Aug.-

1998' 1 1998' Sept.

ii I I Jly I Aug. I Sept. change

Labor force statns

137,351 137,596 137,296 137,415 138,07'

131,349 131,333 131,067 131,168 131,765

6,002 6,262 6,230 6,247 6,310
67514 67.887 67.973 68,064 67.624

Unemployment rates
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About 7.9 million persons (not seasonally adjusted) held more than one job in September. These
multiple jobholders comprised 6.0 percent of the total employed, the same as a year earlier. (See
table A- 10.)

The civilian labor force increased by 660,000 in September to 138.1 million (seasonally adjusted).
Over the year, the labor force has grown by 1.9 million, after adjusting for the changes in the composite
estimation procedure. In September, the labor force participation rate edged up to 67.1 percent. (See
table A- I.)

Persons Not in the Labor Force (Household Survey Data)

About 1.4 million persons (not seasonally adjusted) were marginally attached to the labor force in
September, little changed over the year. These were people who wanted and were available for work and
had looked for a job sometime in the prior 12 months but were not counted as unemployed because they
had not searched for work in the 4 weeks preceding the survey.

The number of discouraged workers-a subset of the marginally attached who were not currently
looking for work specifically because they believed no jobs were available for them-was 317,000 in
September, about the same as a year earlier. (See table A- 10.)

Industry Payroll Employment (Establishment Survey Data)

Nonfarm payroll employment, at 126.2 million, increased by only 69,000 in September, after seasonal
adjustment. After adjusting for the direct impact of recent strikes and related shutdowns in automobile-
related manufacturing (which affected about 150.000 jobs), the past 3 months show gains of about
270,000 in July, about 160,000 in August, and 69,000 in September. The September figure reflected an
unusually small increase in services and declines in manufacturing and construction. (See table B- I.)

Manufacturing employment decreased by 16,000 in September; since March, it has fallen by 152,000.
All of the loss in September was in durable goods (-29,000). The largest declines occurred in electronic
equipment (-7,000) and industrial machinery (-8,000); these two industries have accounted for nearly
two-fifths of all factory job losses since March. In nondurable goods, employment in food and kindred
products increased by 15,000 in September; weak summer hiring resulted in fewer layoffs than usual,
yielding a large employment gain after seasonal adjustment Employment in textiles also grew (3,000),
although employment in the industry has been on a downward trend for many years.

Construction employment decreased by 20,000 in September, with losses occurring throughout the
industry. Despite this drop, construction has added 258,000 jobs over the year. Employment in mining
was unchanged for the second straight month, but the industry has lost 23,000 jobs over the last 12
months.

The services industry added only 24,000 jobs in September, well below its monthly average through
August of this year (112,000). Health services employment rose by 15,000, with gains in hospitals
(9,000) and doctors' offices (8,000). In contrast, home health care services continued to decline and has
lost 49,000 jobs over the year. Other industries that added workers in September were amusement and
recreation services (23,000) and social services (13,000). Employment also increased in computer and
data processing services (10,000) and in engineering and management services (6,000). In both
industries, however, the gains in both August and September were well below the average for the first 7
months of the year. The gains in various service industries were largely offset by the loss of 44,000 jobs
in help supply services, where employment returned to its January level.
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Finance, insurance, and real estate resumed its strong pace of job growth in September (23,000),
following an unusually small increase in August Employment in real estate increased by 9,000 in
September, after decreasing by almost as much in August. Finance and insurance continued to grow,
adding 8,000 and 6,000 jobs, respectively. Within finance, there were continued gains in mortgage
brokerages, security brokerages, and other investment offices.

Employment in retail trade was up by 37,000 in September, following a decline in August. The
largest growth occurred in eating and drinking places (27,000). Wholesale trade employment increased
by 14,000 in September after only moderate growth in the prior 3 months.

Transportation and public utilities experienced only moderate growth in September (6,000) due to a
strike in commuinications. Employment in transportation increased by 9,000, with most of this growth
occurring in air transportation.

There was little change in government employment in September. Over the past 12 months, public-
sector employment has risen by 309,000, with over half of the increase taking place in local education.

Weekly Hours (Establishment Survey Data)

The average-workweek for production or nonsupervisory workers on private nonfarm payrolls
decreased by 0.2 hour in September to 34.4 hours, seasonally adjusted. The manufacturing workweek
was unchanged at 41.7 hours. Factory overtime edged down over the month by 0.1 hour to 4.5 hours.
(See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private nonfarm
payrolls decreased by 0.5 percent to 144.6 (1982=100), seasonally adjusted. The manufacturing index
was virtually unchanged in September at 108.0. (See table B-5.)

Hourly and Weekly Eamings (Establishment Survey Data)

Average hourly earnings of production or nonsupervisory workers on private nonfarm payrolls
edged up I cent in September to S 12.86, seasonally adjusted. For the 3 months ending in September,
the increase in average hourly earnings (10 cents) was less than the increase in each of the prior four
quarters (13 cents). Average weekly earnings decreased by 0.5 percent over the month to $442.38.
Over the year, average hourly and weekly earnings have risen by 4.0 and 3.4 percent, respectively.
(See table B-3.)

The Employment Situation for October 1998 is scheduled to be released on Friday, November 6. at
8:30 A.M. (EST).
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differs from the uremploymect estimate rtha would be obtained by
directly adjusting tbe total or by combimig the duration, reasons, or

more detailed age categories.

The numerical factors used to make the seasonal adjustmerts are
recalculated mrice a year. For tbe household suney, die factors are

calculatedforrceJanuaty-ianepernodacdagaihfortheJuly-Decembn
period. For the establishment suovey. updated factors for seasonal
adjustment are calculated for the May-October period and introduced
along irci nina benchsariks. and again for die November-Apnl period.
In boih surreys. revisics io historical dam are made once a year.

Reliability of the estimates
Staustics based on die household and establishment srnveys are

subject to both sampling and nonamplng error. When a sample rather
than the ecrore population is surveyed, there is a chance that dhe sample
estimates may differ from the otue" populacion values they represent.
The exact difference. or s.pfrng eror, varies depending on die
particular sample selected. and ohis variahiity is measured by dhe
standard error of the estimate. There is about a 90-percent chance, or
level of confidence, that an esimate based on a sample will differ by no
more tian 1.6 standard errors from the 'Toue" populaion value because
of sampling error. BLS analyses are generally conducted at dhe 90-

percent level of confidence.

Fore-amnple, theconfidence inerval forthe monthly change in otal

employmert from dhe household survey is on the orderof plus ormirus

376.000. Suppose the estimate of total employment increases by

100.000 from one month to the next. The 90-percent confidence
interval on the monthly change would range from .276.000 to 476,CO

(I00,OO s/- 376,000). These figures do not meam that the sample

restults are off by dhese magnirtude., but rther that there is about a 90-

percent chance that the true over-the-month change lies within his

interval. Since his ramge includes values of less than ero, we could not

ray with confidence that employment had, mn fact, mcreased. If,

however,mrereporredemploymentnriewashalfamillinitheneallofthe
values within the 90-percent confidence interval would be greater tham

zero. In this case, it is likely (at least a 90-percent chamce) that an

employment nrse had. in fact, occurred. The 90-percet confidence

interval for dhe monthly change in unemployment is /- 258,000, and

forthemonthlychangeinmheunemploymentrateitis d-.21 percenlage

point

In genetral, etimates involving many individuals orestablishments

have lower standard errors (relative to the size of the estimate) than

estimates which are based on a small number of obserations. The

precision of estimates is alao improved wben the data aem cumulated

over nine such as for quatnerly and annual averages. The seasonal

adjustment process can also improve tde seahility of the monthly

estmates.
The household and establishment surveys are also affected by

no-aiphis ero Nonsampling errors cm ocscur for maiy reasons,

including the failure to samplea segment ofthe populatio, inabilityto
obtain information for all respondents in the sample, inability or
unwillingnessofempondens to provde correct informauioon admely
basis, mistakes made by respondents. and errors made m the collection
or ptocesstng of dhe data-

For example. in dhe establishment survey. estimates for dhe most
recent 2 months are based on substantially incomplete remms; for this
reason, these esimates are labeled prebiminaty in the tables. It is only
after rwo successive revisions to a monthly estimate, when nearly all
sample reports havebeen received. that dhe estimate is considered final.

Another major source of nonsampling error in the establishment
survey is the inability to caprure. on a timely basis, employment
generated by new firms. Tocorrectforthis systemrnic oodeiestimation
of employment growth (amdother soorces of error).a process known as
bias adjustient is included in the survey's estimating procedures,
wbereby a specified number of jobs is added to the monthly satmple-
based chamge. The size of the monthly bias adjusmient is based largely
on past relationships between the sample-based estimates
of employment and dhe total counts of employment described below.

The sample-based estimates from the esiablishment survey are
adjusted once a year (on a lagged basis) to universe counts of payroll
employmentobuinedfromadnmimsstuve recordsoftrheuneiployment
insuramce program. The difference between he Match sample-based
employment estimates and the March unverse counts is known as a
benchmark revision, and serves as a mough proxy for totl survey error.
The new benchmarks also incorporate changes in the classification of
indusnies. Over the past decade, the benchmark revision for total
nonfarm employment has averaged 0.2 percent, ranging from zero to
0.6 percent.

Additional statistics and other information
Mom comprehensive statisuics am contained in finDet and

Eamigs, pubbshed each monthby BLS. It is available for S17.00per
issue or S35.00 per year from the U.S. Govenmet Printing Office,
WashingMoeDC 20402. Allodersmustbeprepaidbyseadingacheck
or money order payable to the Superimrndent of Documents, or by
charging to Mastercard or Vims

EDpboynnenr and Ea-inga also provides measunes of samphig
error for the household survey data published m this release. For
unernployenltand other labor forcecategorses, tdese measures appear
a tables I-B through I -H of its -Explanatoty Notes." Measures of the
reliability of dhe data drawn from the establshmen sunrvey and dhe
actual amounts of revision due to benchmark adjusmments are aovided
in tables 2-B through 2-0 of thai publication.

Informaion in dhis release will be made available to sensory
impaired individuals upon request. Voice phone: 202-606-STAT;
TDD phone: 202-606-5897; TDD message referral phone:
1-800-326-2577.
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Explanatory Note

Tbis news release presents staismmcs from two major stn u the
Current Population Survey (household survey) and the Current
Employment Statistics survey (establishment surey). Tbe hmuselsold
survey provides the utforitttion on the Labor force. smploymet tmd
unemployment that appears in the A tables, marked HOUSEHOLiD
DATA. It is a sample survey of about 5o0 00 bousebolds cenducted
by the Bureau of the Census for the Burest of Labor Statistics (BLS).

The establishment survey provides the information on the
empioymcnt. hours, and earnings of workers on nonfarmin payrolls that
appears in the B tables. marked ESTABLiSHMENT DATA. Tbi
informaion is coleeted from paytol n rcords by BLS in enopenaion
with Srae agences. In Jane 1998. the sample ineluded about 390t0iO
estabhishments employing about 4S milion people

Por both surveys, the data for a given month rehee to a paticular
week or pay peniod. In the household survey, the reference week is
gerceatly the calendur week that rontains the 12th day of the month In
the establishment survey, the reference petiod is the pay period
including the 12th. which may or may not correspond directly to the
calendar week.

job they bold Hours and erneings da ae forprvste businesses and
relate only to produetion workers in the goods-pmdactng sector and
nonsupervisory wuekers in the servicproducng sertor.

Differaeess sempoyme emtestimte The numerous coecepnual

and methodological differences between the household and

establishmen surveys result in importnt distinctius Ithe employtnetu

esumrates derived from the surveys. Among these are:

* The household survey includes agricltuiral workers the self-

employed. unpaid family workers, and prive, bouseboldwolkers among
the imployed. Those groups -n included from the esLblishmet survey.

* The bousebold suvy includes people on mipid lsv. 5mOng the
employed. The establishment survey does not.

* The bousebold survey is limied to workers 16 yearsufitgeadolder.

The esuablishment suvy is ot limited by age.
* The household sorvey has no duplicuion of individuals, becuse

individuals ecountedotyosnce eve -ifthey bold morao -nejob. In
the esiablishenit sivy. employees working at more, than one b and

thus appearing on more than oue payroll would be conuted separately for

each appearace

Coverage, definitions, and differences Other differences between the two surveys am descnebd in
betWeen surveys 'Comparing Employment Estimates frntm Household and Payroll

Hosuehold smrvey. The sample is selected to reflect the entire Surveys' which may be obt ined from BLS upon request.
cisa noninstinitionalpopulaion. Basedonsrepousestoaseriesof Seasonal adjustment
quesoom on work and jb search activities, ach peson 16 years and Over the couse of a year, the size of the naion's labor force and
over in a sample household is cissified an employed, unemployed, or the levelsofemploytentandunemploymentundergosharp fluctuations
notin the labor force due to such seasonal events a changes in wather, reduced or

People am cessified asu eployed if theydid any workat all as paid orpanded production, harvests, major holidays, and the opening and
employees during the reference week; worked in their own bosoness. closing of sehnols. The effect of such seasonal varitinon can be very
profession. or on their own farm; or worked without pay as least 15 large; seasonal fluetnation, may account for as much as95 pereent of
hours inafatmilybusinesusorfrm. Peopleamalcounttedas5nmplnyed the month-to-month changes in inemploymen..
if theywre temporarilyabsentfromthdrijobsbeoIseofillnessbed Because theseseasonaJlevetsfolowlamr orlessreguidrpastern
weather. vacation, labor-management disputs, orp Pesonal ea-no each year, thesr influence on statistical trends can be eiminated by

People am classified asseseloyedif they metall of the following adjusting thtanistics from manth to month. These adjustments make
crairteu They had noemploymt atedin gthe refetence week: they were nenseasonal developments, such un declines in economic activity or
available for work at that time: and they made specific efforts to finid increases in the particpation nf women in the labor force, easier to
employment sometime during the 4-week petiod ending with the 'spoL For erample, the brge namber of youthernting the labor foreC
ieference week. Persons laidofffrom ajobhatdespectingrecall need each june is likely to obscurmany other changes that have taken platce
notbelookingforworktobecountedauremploywd. Theunetployment relative to May. making it difficuit to determine if the level of
data derived from the houseehold survey in no way depetnd upot the conomic activity ha risen ordelinLed However, because the effect
eligibility for or rcipt of unemployment insurrnce bnefiLS of students finishing school in previous years in known, the statistics

The ivilian laoforce i the sum of enployed and unemployed for the crrenat year canbe adjusted to allow foracomparable change.
ersons. use - in-ibedaserrmo1jdoryiruomployedidweoiusthe Insofar an the seasonal adjustmert in made correctly, the adjusted

lab-orfore. The -eployieir roe u the number unemployed as a figure provides a more usefil tool with which to analyze changes in
porent of the labor force. The inbojfre paruciatim, rm is the eonomic activity.
labor force an a petrcent of the pptulation. and the ewiplyienir- Inhboth the household and establishment surveys. mostr seasonally
populri rnrno in the employed ts a percent of the population adjusted series are independently adjusted. However, the adjusted

Estadilashmesentur~ney. Tbesampleestablisbhnentsaredrawnfrom aries for maoy major estimates, such us total payroll employment,
pivatenonnftmbosinessensucha n factawies.roffites andstoresa uwell employment in most major industry divisions, totl employment, and
ns Fedeml, State. and local govcimententities. Emopeywreasnof bm unnplioymen amr computed by aggregating independenly adjusted

pitynoILs am thome who received pay for any part of the reference pay component series. For example total unemployment in derived by
period. including persons on paid leave. Posona amr counted in each summing the adjusted series for four major age-sec components: this
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1610681531..1......... .1..sm586 304 80 1028.30 82.8
1610109.016 -- 993 588~~~~~~~~~~~s 56I9. 2 '3. 11.0 5 0

161691738Y1...............337 246 246 18.8 35 51 12.9 852 168

181018386l .... . ... 288.. ...... .. 32 295 328 I1. 12 I12 I323 I11

80 .26786-1 ........ 8. 048 5we 72 6.8 80 7.7 . 78

2038216676036 . n ..J 212a0 1.86 .1_1 6D0 30 6 . .
25 1 S 6 y-.... ------......~. - .8 168 .76 6 3.81 3.8 36 3.6 37

533 .1 e ....--.. - 238 209 175 3.2 3.6 2.6 2.6 2. 23

6075 aaeg17. 2. J0l38 1886.88161818 *6 869Me *6*6 0888

Table A-1i. romm not In U. labor 8188 and mudfiple 
1
obboddens by sM na0 soa08l8 .4110d

(Nn o- dI

Csegow~~~~~~~~~~~~~e W= l
se IL L SW, s sNa S.L SW.
*5g7 *558 1997 IM9 lo?7 99s

NOT IN1 THE LABOR FORCE

T-1 INo I. . ...... ........ __ ._________ .. ....... 67 12S 67 796 2 .879 2s.Osl 423 7 427.^
P lago l y pt _.____ _ IS347 4753 AS 6 281

P.,.n no" nnq T _ _ _.___;__. 328 88887 213 8 I8 18 1986

MULTIPLE JIOBHOLDERS

7.0188-8*a. ptnem- .. . .... 7.36 6 786W 26D7 3..'so 42.37 3.750

PTol m em _ __ _ _____ O__ 788 6.0 *D 1561 286 2.37

P-nnoytdm tM __ _._^3 1.60 s Z 635 S Z 550 Z 2 I.10,

Syawn.11881.813818888880e0881 ........... . .... 8 .- . .- 8.377. - .-1 3 8 em 783 ss5

D88o8888-8e88181W.88ben 8688t 317 283 888 885 828

W.818*6 138 8 . . W . ._._ .. ...t 12 1

H e &,, " no 9 _r pb P--___. 1 .X6 627 InP63b^ 1 n

2 P -87 tW . ... - .. Md. 83 8. 5F 8 9 8NP-187 18Y8

e k878 -g01 . oSm 881 1 ". d fl1 '688186 .aiin 1986 * -6N. 2 - e noem .4n

8 uwd88148r8988.88. ... ... 6 8I38.
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ESTABUSHI4MENT DATA ESTABUO8MENT DATA

T7bb B-1. Emny- n n-nhnnm parade by 410sbY.5

(i1n Vsw.)

Not as.056y leaswa0ly aO.Sted

- J618I, Au9.56. __ Jnl Jl j198 1811268~~~~~1997 199 1gElM 159 199 19813B1#
Total ~ ~~~~~~~~ ~123.6886 125,841 125.981 1256.78 123200 125.562 125.751 125.86 126.178 125.247

Total p366..................104.294 107.040 107.273 106.970 103.873 100.734 100.628 106.043 106.M 105.331

Goods-p-dotVat~ 25.37 25.451 25720 25.611 24.903 25.301 25-J304 25.135 25255 25.219

Mrn ........ ... .. .. .... ..... 6O 583 5612 576 584 579 57 071 571 071
Ma ng ....... 03.8 51.4 51.2 50.3 03 SI 51 s0 50 s0
C601lMot6rg 95.......... .82 894. 80.4 80.1 85 82 90 89 90 80
Oil and gas aftramw . ............... ... ..... 33294 330.5 328.2 324.4 338 329 330 325 333 323
No~,,etallicftneras. eoO xfults .. ......... 111.4 111.5 113.0 111.8 108 107 107 107 126 126

Cwou,s~ctio . .. ................. 5.265 6.05 6.W4 6.W S.713 5.917 5.84 5.970 5.91 5.871
0ie,,era bLsing cmv01a005. ................ 13569.7 1.475.0 1,479.4 1,448.5 1.320 1.398 1.401 1.410 1.414 1.408
HeaV oo5srutio. -pt butting .......... 873 .4 895.8 805.7 90132 782 819 821 828 830 818
Sped tade owra511caes ... 3,781.4 3.934.4 3M,583 3,911.0 3.80 3.710 3.724 3,.732 3.747 3.745

Ma.Ldas11ng ............ ................ 18.784 18.56 18.795 18.773 18.88 18.85 18.780 18.,584 18.883 18.677
P0,d,- o rkrs... ........... . ..... 13.012 13285 13.92 12.850) 13.915 12.871 13.84 13.746 12.841 12.858

Durable goos ............... ......... 11.548 10.942 11.117 11.126 11.030 1 1.1 56 11.144 10.98 11.109 11.200
Pmd,xtim 8165.km................... 7.581 7.408 7.582 7 .59 7.57 7.84 7.82 7.468 7.584 7.580

Lu.Vw and 0woodprd ...... ....... 608.4 814.5 919.1 818.3 784 803 Sol1 802 804 805
Fuotos. and55,.5 - 526.4 519.3 5337 52333 510 026 524 526 525 533
Slone. clay and glass p70dL53 ...... ...... 542.7 548.1 574.7 572.4 553 558 562 561 864 562
Pri.,aymemWirdssties ................. 712.2 887.5 71 1.8 711.3 714 719 717 726 715 713

Blaslt to andsa asc sote~el pr4,5 . 2353 232.8 232.8 331.3 (1) (1) (1) (1) (I) (1)
Fala8iuce metal prod - ---------- 1.493.1 1.482,6 1,426.9 1.491.8 1.480 1.480 1.490 1.477 1.491 1.4900
Inds5048 ootd ntyw86051871167 2,189.7 3.187.1 2.178.7 3.1720 3.175 3.33 2.25 3.13 Z.189 2.181

Co,1pute an8 0808o e65ps87 .......... 377.7 376.8 372.2 3601.4 379 376 375 375 371 326
Elec 1818o 0156tw7600108 e881p156 1,6.5 1.267.1 1,69.9 1 .68183 1,898 1.716 1.714 1.701 1.880 I.6S

Ele5trwC 680rnpown 810 ac 085 - 682.8, 568.0 6.4 856. 664 677 673 687 661 680
Twsporta.55iona~pm 1.85530 1.748.0 13A1.8 1.882.1 1.85 1,889; 1,882 1.773 1.84 1.879

W1or 0e1xim and ec5u5p 1 .. ........ 9.4 858.2 99.3 986.3 986 266 89 78 267 993
Aircraft wo pars .... .......... 50968 524.2 0337 52430 510 524 524 526 526 524

li0smmerns and40e8104 WOdUas ... 8843 86135 858.8 85430 865 as6 864 861 Sp 854
M70,1304703 ar65ta88118 391.4 384,8 386.2 38738 326 326 326 388 385 380

Norldurable goods ... . 7.738 7.821 7.678 7.87 7,656 7.84 75836 7.005 7.584 7.587
P10d0856,870k8r5 .6.-...... .421 5.281 5.244 5.351 5L342 5.39 5317 5278 5.257 5.276

Foodandkhndredpr040 S...m- 1,754.7 1.737A4 1.784.0 1.7703 1.826 1.710 1.706 1.886 1.260 1.705
Tobacopr4oht ..... ... .... .... 42.5 383 40.0 4026 40 41 40 40 '40 39
TesXle 041770p5d13 S 61438 581.7 5932 596.3 613 853 59 594 592 895
Appare80d400180 i pr0od-cm53 .... 8233. 7583 780.1 764,6 617 760 778 772 726 758
P65681 arid allied 3 6863 682.5 68.6 8813 680 685 62 680 680 680
Pr10116and0470 680..... - 1.55039 1.87032 1.08682 1.85832 13546 1.086 12570 1.571 1.587 1.864
Choticf ada0l584led 814prod, .-.... 1,053.1 1.042,7 136413 103532 103 1.239 1.037 1.028 1.038 1.035
Pm~~, n a rd=1413Z 125.3 137.7 13.83 139 138 127 135 154 125
R9fter and rso. p18l487pr08o 9.98. 5 263.1 1837.0 1.02635 267 1.266 1 268N 1,00 1.007
Lea81617r 1560837r10d408..... . .-..... 89.0 7630 8035 79,6 88 83 85 81 80 79

Senvote-pt~dL.82 - --- 98309 105.390 105.371 101.265 86.28 100.21 180.447 100.754 180.823 101.02

Trartspcwlatos ar4 puti ...... ..... 6,476 6.541 8.558 8.82 6.435 63534 6338 6.580 6.572 6.576
Tr61165116261 4.177 4.183 4.2D6 4.264 4.141 4.191 4.199 4.208 4.336 4.245

Raikoa 0811PM58701 228.0 23432 2354 224,6 227 232 232 331 233 234
Loi 8MO bvr06 an41 pass8096708090 463.1 403.0 405.0 483.7 451 426 458 488 470 471
Tnxi2g ndareouit 888 6............1.707.1 1.731,7 1.748,1 1,74726 1,680 1,703 1.709 1.709 1,719 1.719
Watermlpo2oo..r......... 183.4 187.7 126.9 184.8 180 180 183 189 192 18
Tr8115P6616l801by Sit ------ ............ 1.13283 1.153,7 1.156,4 1.158U 1.147 1.151 1.154 1.154 1.160 1.187
P4pe48nes. r0 dgm .. ... . .... 14.3 14.8 1435 14A 14 14 14 14 14 14
Totattportmon 561108 . 442.3 44739 403 450.0 442 447 446 448 448 449

Caslo8osard puLa~sb 2.299 28 35 2.338 2 .82294 2.343 3.3.6 3.,42 2.36 Z.333

E6soeir g5.048027 a8 ..... 86. 8637 858.4 856.1 892 987 854 8454 802 850

Wh1ol6040006-mde 87 8.87 SAW6 SAW5 6.879 6.815 6.201 6.83 6,034 6.848
D.rabte gos .. ~3356 4.102 4.24 4ABO 3.98 4.058 4.26 4.073 4.880 4.267
Non0urablegood 2.. .... 3728 3.779 2.772 2.776 2.715 Z.756 2.784 2,785 3.54 2.761

586 toIls5 at 8r0d of 40c..
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EUTABUSMENT DATA ESTABUS8T DATA

Tde B-1. E _bw~m nm I pos by hka48y - Contla-d

(1, ewands) S

___________ ______ I____ ismas11 n* 241 J12 L 1867 J 32 196 1 16 PJ 169
lmk ~ ~ No _wl

193 *I#a I I'M I z F 19 Si WE61 199B8 I 159 | 1 |I;

letal sade 2P 2.56 262 2 22M = 22.82 MM07 22A423 22.448 22.547 22.537 22.574
B.867 mateials mid garden Supplies -.-... 9425 1,014.1 1.001.1 9622 956 972 976 977 97n 97

GlesBn~era ercandse stre ..... ..... 2662.2 2,724.0 P,745.1 2.7565 2,728 2,766 2.784 2.780 2.781 2.793
Depamnem6 store. ZW7. .267 2,411.2 2,420.7 2.42750 2.237 2.482 2.457 2.454 2.456 2.456

Fo5d stores,~ .,. 3.50158 3,574.3 3,56. 3,556. 3.856 3.542 3.S38 3-552 3.56 3.5650
Au05l05v 4.745 and semc s5165 ... 2.33 2.38, 2.22, 3271A 2.321 2.345 22351 2.255 2.26 2.255

Nmadwdcrdles...... . 1.05656 1.05653 1j.563 1.566. 1.062 1.OW 164 1.OW 1.012 1.012
Appare ndaccessorySawn ....... ........ 1,560.3 1.102, 1.11256 1.056.7 1.100 1.106 1.156 1.111 1.113 1.118
FuMisre and horne frnSshapS stores ..... 1,089.2 1.05456 1,05.4 1.0625 ,51 1.0 55 OS 126 1.062 1.071 1.670
Erring and dn-iSon§ phices 7.78159 7940.2 754558759127 75641 7.714 7.725 7.781 7.766 7.783
MsMdW- retail16 ssbsMBS5wll .,.. 2.110,3 2557.7 2.870.? 2,.879 2.85 2.56 2SM 2.18 252 2.086

Finace. insraj6c1 66 85ma esuce . -... ..... 7.131 7,457 7.454 7.402 7.125 7.311 7.22 7,370 7.272 7.28
Finane ... ... . ......... 3.429 3.591 3.592 3.575 3.424 2.53 3.54 3.56 2.7 3.560

Deptostory 1600101 42.0 2056.7 2,054.0 2,6282 2.027 2.044 2.042 2,042 2.042 2.061
Comureeroeal 56bank ....... 1,457.1 1.471.1 1.467.2 1.455.7 1.456 1.463 1.45 "155 1.458 1.457
Sa'rings 7ins550515rm 32.0 2566 55.1 262.4 25 281 56 4 256 65 2564 2164

Nandepo~bhy i5566015ns 576.2 626. 620.3 6285 876 611 616 624 an 629

Mortage198 an brokers45,16........ 256.2 562.0 3256 286.4 256 561 564 289 265 267
Securi1yand ceson06ndty brolens ......... U5 6605 2. 661.3 856 841 648 655 657 6612
H4744.an19MB i~MM 01557503058 ..... 223. 245.5 245.5 246.5 225 240 241 244 245 248

1014116,16 ~ ~~~. ........ ~~2.32 2.M4 2.347 2.241 22387 2,320 2.1256 2.327 2.28 2.4

1551anor,8ager5 bolters.85an51service 7245 746.4 745A 745.5 727 741 742 743 744 748
Real estate .... ,--. .. 1.439 1.52 1,hIS 1.486 1.424 1.455 1556 1.456 1.481 1.470

S -= ... -....-- - 36.495 56.552 275B4 27.65 38.28 37.25 27.484 275614 27JM 27.7117

Agric~xufal swanrs ..-. ..-..... -.. 726.1 792.1 786.4 760.2 890 700 705 713 718 719
Hotelsandother ldging plaes .......... 1.792B 1521.5 159145 1556.0 1.745 1.766 1.772 1.781 1.785 1.779
personal senri ...... .. ....... 1.147,4 1.142 0 1.141.0 1.143,5 1.190 1.190 1.166 1.164 1.184 1.178

Bt616551165stless .,..........8.22125 8.857 E1707.3 8,700.1 6.112 5.491 8,556 SAM6 6519 UB5

Sennees, tD buildngs 949.0 987.2 966.4 884A 947 675 975 gm0 978 962
Person1nel sW* ~sel86............ 3.12D28 2168.5 3,256. 3.25150 2,512 3.156 3.1ag 3.151 3.178 2.129

Help Suppl 181189 2?.7662.6232 2.915,1 28912.1 255 2518 2.85 25815 .2.84 2.9D4

Coolpu~r anldam Process olgselntes .. 1,445.3 1.62058 15633,3 154M05 1.448 1.578 1501 1522 1.624 1,644
AulDMPMservi08516s. 854 pauildng -........ 1.132 1.1702 1.172.7 1.1616,6 1.131 1.152 1.156 1.162 1.166 1.167
IMscelerwus repai 5s1,3 - - ---- 355.1 2210 390,3 360.1 378 385 567 285 SOB 388
M1ti5n1i~hres . . 47,5 5735 575,7 5564 5W 567 564 554 562 567
Anusernent10and 56ser'66 ---.. I ~M 2.014.3 IAS 1.812.1 1.9 1.862 1.870 1.84 1.707 1.730
Heart seonics 9,705.0 98540A49.9345 95212 9.786 9.8 9.905 950 9517 95923

01im and 4ih6 cn edical docos 1.725U 1,M5 1,833.6 1,92. 1.754 1956 1.812 1.817 1A 1524
Nursft aMB pe.sonal me ta0iiies ..... 1.75756 1.76320 1.761.3 1.757.7 1.757 1.762 1.761 1.756 5.758 1.756
Hospital 32,76. 3574.7 3572.0 2.96, 3,985 2545 5,85 3,960 3.32X 3.97
HonnelhealShwe srwes. - 71715 673,3 667.0 688. 716 664 32 873 am 667

Leo",* ---- -- 946. 1.50005 8623 9.2 9 52 g 877 990 864 326 986
Educatinal8 wsoeri= 2.05325 15926,3 I A 2.19554 2.138 2.155 22D5 205 2.25 2.210

Sposal swvm 2 2.552 25545 2.605 962.58 2.841 2.80 2.92 2.85 2522 2054
01ld day me se1noes 876. 5227 MU5, 556.1 572 675 561 532 565 578
Residential we 7325 757A4 756. 756. 726 748 747 749 752 780

IM l and botrmca MBd zoolg
gardens M~~~9.5 100,0 I6.9 94.1 90 6 91 91 S 92 62

Marnberllporgartizatios 2.325 2.242,3 Z212.1 2.247Z 2.250 2.32 2.270 2.272 2.27 2.58
Engineering MBd rnaropmen senimes ,,... 3.027.2 232792 3.2751 32.258 2.04 2,52 324 32.28 3.564 3.270

Engineeuing MBd =Nmle5re8 sffrs --.. MD5 927.7 940. 9856. 878 912 ml 865 328 924
lvisage1ll4n MBd pulix relaliotl .,, 322 1500.4 I*0M0 1,0515 862 1.M I 1527 IO 1.052 .84 13

85r11166s. nc Sa00. 53,0 02,8 52.6 (1) (1) (1) (1) (1) (1)

0onu8s811 19.286 18,90 18,7163 19.766 1907 19.85 19.913 18.85 18515 195918
Federal 2.67 2.88 258 2576 2.994 2.51 2574 2572 2.66 2.99

Fedu". POS1SO-A201X 1522,9 1,8545 1,914.1 ISO 150 1513 1.810 1si6 151311

sal . 4.55 4,424 4.5 4518 4.90 4.627 4522 454 4.95 4.98
Eduatin32,,,, 1.32.8 1.57.1 1.959, 1.9869 1521 152 10512 1 1547I I 1544
0466 Stae ZSMv. .686 2796. 2,700. 723.75. 2.89 2.705 2,32 20 2,71 2.717

LoMB 12.15 11.98 11514 12.413 2 12.312 .2 1, 12 12.556 1 2.870 12.572
E4.u6591 5__ .8700.0 9.88, 8.9245 8.90. 6541 7.05 7545 709 .16 7.111
O6w local gummen 43 5.8, .750, 85764 8452A4 8,87 89 8.462 8.4311 5.455 8.%462

1 These soon are not pi d uondEy 9*ats bKf O 2 barjin 54m mdo. u h-- si.M u ea

NM"45 89198505 66T0 be seppmoed Sea ali mi5nU5 M
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MSABLLGMUET DATA ESTABWUSH TDATA

Thh. -3 A..g.wueoyhoew04p.480.0m w3pmsm wrkm
1

0 ~v. 0.8- p.,58 bylndusay I

I Not S86f 8W45 Sealmys~4t=

IndustryI~ep71 J*i 1 Zs. I Sept. Ise t. I y r~ July AL. 1Sep.
_______ ~~~~~~ ~~ ~~5 J~~fl- i m fIn 1 J8 9WIw9a

Town ~r~ 34.9 34.9 35.2 434 3426 34.7 34s 342 346 34.4

G-CJS-P~~~~~~ 4129 40.9 41.3 40.5 41.3 41.1 41.0 41.1 41.1 40.7

Wog................................. ... 4S.5 44.0 44.0 42.3 45.1 442 432 442 43.9 42.2

CO9n2onsr i................ 40.1 40.1 40.1 37.4 30.1 38.8 38.4 39.2 39.1 32.0

Manuta4tuttir9......... ........ .... 42.4 41.1 41.7 41.5 41.9 41.9 41.9 41.7 41.7 41.7
Owml1,nhe hurs .. ...... ............ .... 5.2 4.4 4.7 4.7 4.7 426 429 4.9 4.6 4.5

Durable goods- -.................... 431 41.5 4232 41.9 42.7 42.4 4232 42.2 42.3 42.3
Onflu,nehorn .................. ..... .. 5.5 4.4 4.9 426 5.3 4.9 4.9 428 4.9 4.7

Lumber4wan d Wprdu .... . ........ 41.5 41.2 41.9 40.5 4521 41.2 41.3 41.2 41.4 40.9
Furitrean f==.....................41.1 40.3 41.0 39.9 450A 40.7 41.0 40.7 40.7 40.1

Slone. cW. and glass p4ducts ------ 44.2 43.7 44.1 4322 43.2 43.5 432 43.5 43.9 42.0
Prointey rhetal inlssrs, . ........ ........ 45.3 43.1 43.7 4228 45.0 44.5 44A 4a..9 4420 43.9

BiaS? t1rna8565 and ba556 Steel VOCIUCIS - 45.3 43.9 44.2 442 4520 45.9 45.1 4322 44.5 44.1
Fabr3ahe n11.al products ... ......... 42.0 41.9 42.2 41.7 42.5 4226 42.5 42.4 423 4223
Industria rhdunery anda equipone5 ...... 43.7 42.3 42.5 42.4 4325 4220 43.2 43.0 43.1 42.2
E5ecc,ni ardothw81e9,~ica M a~lITMs... 421I 40.9 41.4 40.9 41.9 414 41A 412 41.9 41,2
Transportation e..ayp1ers . ............. 4423 41.0 42.7 42.9 464.5 4323 42.7 42.9 43.6 43.7

MWax whic5.s anda equoment ... ..... 44.9 39.9 4223 4323 4423 4323 42A 41.7 42.1 4423
binstrments ai81 related 5.4ro ........ 42.1 40.6 41.1 40.5 42.0 414 4123 4123 41.4 40.93

L~odsssmarrulaounsg .. - .. 40.9 35-2 39.9 394 45.3 40.0 4020 40.0 40.1 40.0

Nonclurable goods ...... .. 41A4 4086 410 41.1 40.9 41.0 40.9 41.0 40.9 45.9
Oversrnhours..................... 4.9 423 42 4.7 423 44 44 4.4 423 4.3

Fsoood kod r4e p prod s . 4223 41.9 4220 42.7 41.2 41.9 41.7 42.0 41.9 41.9
Tobcc prod5k 39.4 391.3 39.3 372 382 39.3 3920 40.5 39.9 37.S
T eoil e ni 4Ipoduts .. .. 42.0 40.4 412 41.1 41.5 41.3 41.1 41.0 4120 4058
Apprel andotrer leads 5.patch37.5 37.0 372 37.1 3723 37.4 37A VA. 37.5 37.5
Paper oldia bd p.54.4u3ts 44.1 43.5 43.1 43.9 42.9 43.5 4326 43.5 4223 422
PrinfirV ania pu04oshig.392 391 381.5 38.9 382 36. 382 3WA 38.5 381
Chenticals andiallied prmhucts 42.5 42.7 4220 42.1 4323 43.1 432 4220 4223 42.0
Petroeumarndoal roc - ----- 4323 44.8 43.9 4420 (2) (2) (2) (2) (2) (2)
Ph f rania mis. lr- a pi ProOCtsK . ...... 43.0 41.1 41A4 4123 41.7 43.1 43.0 43.1 41.9 41.3
Leather aod leathe prod6c5 39.0 38.8 38.5 38. 38. 3723 37.9 37.0 38.3 38.4

Sarend-pmodsig ------. ......... 33.8 33.2 33.5 32.7 328 3320 3229 33.9 3229 3228

Trarnsportation ania publu: uti480$e . 4023 38. 4020 38.2 3929 39.9 3925 3926 38. 39.0

Wh14898e sale . ~ 3894 38. 38.7 39.1 38.4 38.5 392 38. 38.4 38L2

Rsteal~~~ ~ -e 2920 238. 282 29.2 32U 29.1 382. 39.1 39. 29.1

From68 insurance. ard rea19s388 -. -----. 3228 38.1 362 352 (2) (2) (2) (2) (2) (2)

Smies --------------------. - - 3225 3229 332 3223 522 32.7 32.7 32.7 32.7 32.5

I5Da9 retwe t 6 Ff 4.0 Wakers, in mwin arwria usdc9jniv: p~r0
constructio 515ers 6 CW9556391 SW4 nrtsuOpersory wo " PM ,.senoes are oni published msesonaly &aWurn bec9a" Me
5rurN o.1 andia li u45k US wholesale a685d retai 00451. lin568. seasonal WTr1ponen. w4104 is wriall mtode So 9hw ourdcycle .
65swance. and rodl sum1; am4 seorsa Thes. girnup& amsn or d coia n 391 nno181 be190 54pur814W suft .455 precio.
app0roxm~iay 1mfourfi of 1 the 3? employees OnPrvte1 dn Ff588Preksuy.
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E5TABUSZENT DATA rSTABWUENT DATA

TVa 6B-2 A haeS 51ad1 . Woy ofpe pee wn m epwvy-_
1

c rpl s peIoA by' IuI

I � Ags hwft Manargs -AsslAp. .NW .nzkig

Industry J ri 1 T se* .p IM [ z I Sez
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ K? j 1K19B J j 1 9 j 1K97 ism L K 0 1 i

Tolprivate $12.40 W12.65 $12.74 S1M $431.152 $440.57 8446.45 $441 A4
Suasnlly adj-ted ----- --- -_ 12.27 12.79 12ZB5 120 42Z960 44253 444.81 443$9

G 0 __ ___-o&c__ 14.07 14.23 14.40 14.43 SB9.5S KBI.0 594.72 sit4,42

bang .. ___._.._.... ------. __ ....... Is 16261 16 91 le90la 7S3.9S 739,84 74S50 71529

Consm0tion. ......... .... I._ 16.6 16.74 1676S 6S. 65t.6 671.27 62tt45

h mbactring ........ ___._.. ... ....... 13.2 13.37 13.45 13.56 06055 S49.51 S 60.87 062.74

DWrablegos 13.60 13.77 13.94 14.04 594.78 571.46 s5.27 S1111.87
Lumi be r nd mod' iti; ..... ............_. 1 Olt7 11.1B 1120 1122 451.11 460.52 466.16 454.41
F ndu renfiurea fisUM 10.70 10.90 10.95 11.03 439.77 439.27 448.5 440.10
Stone. clay. a glass _. _ ---._ ____ 13.27 13.50 13261 13.72 S5653 954.S2 60020 60S31
Priney meta innsu nies .......... 5....... . _ I S27 I10.0 IS44 1557 691.73 670.64 674.73 631.97

Blast 106m1.6 and basicste1# pbodss IS 30 18.49 16.41 16.44 B27.16 611.71 613.72 15.05
Fabrimed me tal paeds 12.81 15.06 13.D0 13.14 060.3 S6.22 551.5 547.94
1,d4torni ma darilnt -lM1 eq,;i , ..-. 14.19 14.42 1.4 14.47 6201G 6609S7 6114 61S.S
Berain and otter 44cr1ic equipneme 12_6S 13.15 13.16 13.23 54389 533.0 544.82 Y41.11
Tranrtroa"1 6116 .................._ 17.57 16.9B 17.22 17.46 776.35 6 Z.06 73956 749.03

Vehicles andr rnPieM.__.__. 16.2 16.7 17,81 17.75 803.9 660.05 744.90 76as9
Ins51es arr related products 13.62 13.74 13.76 13.SB 573.40 557.84 S6t554 Si2.14
l4Sc4om ei rmtunog ._- 10.-- I Of4 10.84 16.BS 10.94 434.11 424.93 432.12 431.04

Nonaable goods 12.40 1279 12.73 12.9 513.36 519.27 521.95 5W27
Food .NW Waited M== 11.51 11.90 11.76 11.95 4965.7 4ti8 482.63 01027
Tolm p.__._5 .i............. .. 8._32 20J6 19.10 16S 72t31JI 11.4 75065 637.89
Trt mil t 1.010 10.36 16.28 10.42 42420 416.54 4275t8 42.26
Apparel aidr tetile $r42 _ _ am2 6.48 am2 653 31200 313.76 520.35 316.46
PFper and alle pdc .__. 15.17 1.S5 15 .5i3t 60100 67208 0124 tti2.90
Prmnga~ SW pA t . . _. _ _ 13.2t 13A4S 13A46 1 3f 4 S1 7.S Sl,8 l 6 lt21 52B5110

Crismat and ixlx p. _.__ 16.63 17.19 17.14 17.32 723.41 734.01 737.02 746.49
pet mn land am p pr __. _ 20.24 20.81 20.77 20Mi B76S9 t3229 9t11.0 916.52

Lt and triw, 4 0 . _-1 11I.84 11.91 1 929 1149299 4 s 8 4 .0 4957t76 -320
Lueadr rdRae pr414601 c62 9.11 6.16 9.29 6.36 356.26 336.00 237.97 226.81

Sa itn _ _ _ __i___ 1113S 12.13 1221 12t 6 3BO2 40t272 40iO4 404.17

Tr81tsporta ti 4 p.0t6fxt4 1-.- - 6.60 15.31 152 15,42 601S092 60.81 614A40 604.46

tW14t .tr6t _ 1383 1539 4U.12 14.11 519. 55s2t 54B6.44 827.39

0FW n 6.45 671 6.7S3 68 24205 239.56 2ii1t3 f

Fnb.0er 13A4 _ _ _ 1 12.94 14.10 14.5 4.9 5 0322 59t2S208 506.40

Suiv - - 12.26 12.7 1279 129. 401.70 41684 42.20 41626

I See los 1. tabe 6.2. rd I m MrJ. 1066 nitrmins.ori *1244.14 $961.79
P N up.46.y. Oe 0 10M hpo4 813.02N MA.4A86055 V14 *12.04
NOTE: As44phaaVSM.14Weki-d .. w upvy ls .6 3420 im MI.



51

ESTABUSHMENT DATA EWTABUSHMENT DATA

Tabb 04. A-MP h-Wyani d p rdr r _1 by w ne r r e p by

-. -- -

SePt may 1mo Jti Aug. y6P r a
19Tr INS Igm 199 INV A 1968.

CurnrMdilas _ _= $12.37 $12.73 $12.76 $12.79 $12.9 612.6 0.1
C~xist (19M wsrs27.58 7.73 7.75 7.75 7.78 NA. .(3)

G06ds-mdtirdng ... 1......_. 139 14.27 1428 14.31 14.39 14.35 -.3
ktuir~v _ =.__._. ..........16.24 16477 16.73 16.85 172 16.89 -1.0

C~~s`IM-:bM ~ 16.10 18.4$ 16.51 16.64 16.57 16.5 -.7
Wzdanl ........... . _._. 1322 13.47 13.47 13.42 13M5 13.55 .1- ExiudirM 6r&imne

4
_ 12.50 12. 7 1Z76 12.71 1252 12.84 2

SelraepSdu
8 .......... - 118 12.223 1226 12.3 12.3 1238 .2

Tnalspconandp " utibses 16.31 15.31 15;3 153 1535 15.37 -.1
Whoiesalewade . = 13.54 14.00 123.9 14.57 14.15 14.12 -2
Rte~e trade ....... . .......... ...- .2 67 .3 87 .2 88 .2
Frwn eiewe, end4$

ewale -.......-........ -. -1355 14.3 14.07 14.10 14.15 14.11 = -3
Ser s ..... _..._ 1238 2.81 12.97 12.90 12.85 .13.0 5

2 sThge 1. table Er2. 4 Derived by s tnro orats,.. hess ere Paid a2h i-.C t'ar" trMO Wna tra u,, Wape Eami. gm e tofi mma mi 06~h.49
and Clamicl Wtm (CPI-W) is ued lo dorm Of NA. not avaelae.

seam. ~~~~~~~~~P -Pka,lsnY.
3 ChWange a A pcmt hurn t.Jy 1988 ID hM NOTEe Avaee -ly mrpts mwsIeigV

1998. te l~aest nmrM anda6e. JAsm have bm cwred.
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ESTABUSHMENT DATA ESTALM9USkENT DATA

Tbb. 8. Ioroof apggowoo.ihoof peod1wnoopvlby o onlP60 notr10 onn p30n0 by Ir~dmby

(1902=100)

I Not seasohmiy mistd __ seonals0ly a10O__ ___

W'usr NT Jub AU9 56y SqI be u
199 1g8 99P 198 197o93 19 38 1938 1998 P 1998 P

TodspoS prri ..._._.. _...._..._....._....._.._......

Wing . . . ......... ------

CM Sru i .. ._........... ............. .._ ..._._._......_

Durable goods ... ......... .... --- -__-----
Lurmber an d mood Prroducts __.__

Fumilue rnd fiurs ....... .......... _

Stne. clay. rnd giass Produre .. ._... ....
PFriary rreta) irdustries . .... .___.

Slast hmmces and basic steel produes.
Fabritd me produs .........................
Irdustrnal mchnery ay nd eqluipment .............
Elecvchnic and odwer elerrkal echtip-men..
Trrnporramin eqapmern ............... . ........

Vcrtor vehiles rnd equipmernt .................__

Nismettano,040fial~ac.r-.58410.umen. rno relaerf produrOs ..... .......... __

Nondurlable goods .... _............... .
FoodCand W ,d produrls __ ._.._

Tentile rrill products _.....__._._
ApPrnr and other ilde onoducts_._.

Faper and Mall prodl s ---- ___.__
Printing a~nd publishing._._.___
Chernicals old deid Procrbts_....._
Feumrnaid rnd P0u1 _..___.._
Rubber nd rnisrs. paM pns ._..

Lther 0nd leater products _.._._.___

Serlavco-pnouding_ , __

Fo1u~a 80005 ....._ __.__.. ...._._.__._.

TrnFori aso as1,e ptfcutftes

Flow~ trade 1051

Fae, rinsrance. mi d real p00 __

Series _.__.._...._.__._ ... _.

143.7

118.5

S9.1

170S9

1112

1142
1460
131.0
117.8
95J
73.8

119.5
10SB
112.1
130D
169.0

76J
105.4

1072
125.5

65.8
90.3
74.0

112.5
127.8
101.9
772

147.4
403

154.8

1333

120.7

138.9

128.

1885

14750

115.2

5S.7

179.5

1052

107.2
1462
130.J
117.4
88"
71.4

113.1
107.0
106.1
105.8
118.9
74.7
98.8

102.4
120.2

S52.
83.8

1089
1242
1019
78.0

142.5
334

1602

131.5

129.7

1483

1372

1987

149.3

118S2

55.8

180.S

108.7

111.7
149.1
134.1

120.0
92.5
713

117.3
107.8
1085
122.7
153J6
7S.4

1005.

104.7
125.0

85.7
67.J

1092
1254
1026

78.
146A
3S.S

163.2

133.2

130.4

146.8

140.1

2W0.0

145.1

115.3

52.9

165.8

106.5

110.9
143.S
130.J
119.0
8Z5
70.8

11E.3
107.1
1073
1243
158.0
74.5

1W0J.

105.2
127.8
60.J86.2

67.0
110.8
1248
102.0
7S.S

148.2
35.3

1585

132.0

128.0

142.4

134.J

193.5

142.1

1145

57fi

157.1

109.2

112.8
1412
128J6

735
117S100.8

111.3
12EL7
167J6

767

1043
116.4
5S6
89.5
7Z8

110.8

101.8

7S0
1480
39.5

154.5

131.2

1218A

136.1

144.8

115.3

56.0

160.5

109.4

113.1
1438
134.0
114.7
94.5
745

119.2
110.1
110.7
1270
161.8
76J.

102.0

104.4
119S9
623
87.7
68.8

110.7
125.6
1028

73.8
148S

3S.1

1532

1315

12S.8

1141.1

144.8

114.S

#4.7

160.5

109.0

112.7
143.7
134.4

114.4
94.4
73.7

.118.411029

110.3
124.7
157.2

76.1
101.5

104.0
1193
S9S9
868.
68.5

110.5
1I.0
103.1
73.1

148.4
35.8

156.2

130.5

127.S

140.7

1452

1142.

S5.

164.5

1072

109S.
1440
134.3
11529f.1

71.8
117.0
109.8
100.71 12.2

129,20
76.1

1020

103.5
118.B

60.3
85.7
05.5

109.4125.4
102.8

75.5
147.0
34.7

109.1

131.4

141.8

145.3

114.8

54.0

1645

103.1

111.S
144.7
133.7
115.7
932

71S8
117.5
110.0
10023
1339

153.2
75.

1015

102.8
117.156.8

852
67.0

100.1

1502.8
73J8

148.8
35.

109.0

131.5

128.7

1412

144.8

113.6

52.0

158.7

100.0

111.
142.4
131.1
114.1
82.
709

117.8
109.9
10.2
1262
181.6

75.0
10f3

102B8

119.2
557
85.0
67.0

1093
123.7
101.7
73.9

145.B
354

158.5

130.3

128.1

141.7

1293 134 134.8 138.1 138.1 135S

180. 193.7 1945 1952 18S2 1942

P .preuimmy.

_ __ _ . __ _ _

1 See forea 1, tUle B-2
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ESTABLE9HUENT DATA ESTABUSIIMENT DATA

T"b.9 0961. o 1w iondxe a9.npiaymerd charge, asen-Byed9

lse span .an. IFeb. IMar.I Ap,. Ja*hne .i A. Sp.M I OM. Nm I D.

Psoate l1an51I1pay,,A 356 'stdes
1

Om11.116th sWan:
16 ..... ..... ..... 56.3 605 67. 64.5 5882 6323 6302 61. 61.5s 60.4 64.0 61.

1995 ........... 62.5 60.0 54.90 55'.6 47.6 5526 54.6 59.0 56.0 552 54-5 56.0
1566. ..... 5.6 64.0 59.6 56 6 62. 61 .0 57.2 61.5 56.5 62.5 62.2 60.7
1967 . .... 560 61.4 56.0 63.6 60.1 5426 61.1 56.1 60.0 64.3 62.4 64.9
1966............... 602 58.7 5952 56.9 5626 56.0 55.1 053.0 P49 .0

0- 13-m116th spOS.
1994 64.5 68.2 69.0 68.4 6562 67.1 69.0 69.5 66.2 6526 662 66.3
1995 ............... 6326 61.4 59.4 53.1 55.2 53.2 59.7 60.1 56.1 58. 5626 54.6
196. . ... 6129 62. 64.0 632 60.5 6429 642 61.5 6029 642 67.0 96.6

1967 . - 642~~~~~. 60.3 6526 66.2 60.9 612 60.1 6529 67A ml. 70.0 7129
1968 . 668.4 67.3 64.2 61.7 66.4 58A P57.0 P53.4

Ome & 1 -45 Span:
1964........ .. .. 70.0 6929 69.7 71.2 70.2 6928 6928 70.2 b6.7 67.4 66.7 65.4
1995 ........-. ... 66.4 60.1 59.1 57.3 56.0 60.1 07.6 60.4 56.7 56.3 61.1 60.2
19966. ..... ......... 62.0 6594 64.7 65.7 66.2 65.0 66.4 96.0 66.2 6726 962 66.3
1967............ 72 67.0 65. 64.0 65.0 67.3 69.0 6723 7026 72.3 73.3 72.6

1969 . ....... ~~72.1 70.0 66.4 60.5 P6302 P59.1

Om1612.111160 span
1964 .......... . 702 71.6 71.6 71.8 73.1 71.0 71.5 73.1 70.1 96.6 66. 65.0
1965..... ............ .. 6026 60.4 62.6 60.3 61.7 61.0 58.7 62.2 60.2 60.5 60.5 65.4

1966................... 64 667 64.5 65.6 662 67.2 67.7 664 66.0 96. 69.1 66.3
1967.................... 69.6 6726 69.2 70.1 96.6 69.0 71.2 71.2 71.1 72.0 72.0 72.2
1966............... 712 069.0 P695

Mmabnvlsa, Payros. 1665051501.'

Om. 1.1611h span.
1964 ............ . 5628 562 60.1 56.0 6026 66. 5620 55.8 60.6 5625 582 5628
1995 ............. 54.7 642 46.4 532 42.4 442 46.4 49.6 4826 52.2 452 46.2

1966.................... 42.6 54.7 48.2 42.1 55.4 SO.7 47.1 86.4 47.6 8229 5423 06.4
1967.................... 492 5423 60.0 5628 51.4 522 60. 46.2 5625 572 56. 60.8

1966 .................. 55.6 01.6 62.5 4926 45.0 4728 36.6 P47.5 P38.6

0O6,3.116,5 span:
1994.......... 604 60.,7 60.7 60.4 572 59.7 612 56. 6423 82.4 60.6 5960
1665........... 962 50.0 4728 42.1 432 36. 402 4325 4892 47.1 4523 36.9
1966............. 422 46. 46.0 4725 46.4 4923 51.4 66.0 6026 51.1 672 54.7
1967....-.......5.. 4.3 4923 5423 54.0 554 SOA 472. 52.2 6729 62. 64.7 65.5
1968 .................. 60.1 56.0 50.7 46.4 42 2 362 P37 28 P.1

USS 6-nitmic,5span
1964 ...... 60 6229 612 606 S64 572 572 Su2 Su. 54.7 572 6562
1965 .. 554 46.4 42.6 40.3 41A 42.4 4120 4120 422 43.2 422 45.2
1966 ..... 42.1 4523 46.4 47.1 482 48.6 51.1 564 52 .9 52. .62 52.2
1997...... 5.. 423 642 1 5. 51.4 9 SI 55.0 9628 5726 664 64.4 672 65.8
1968 ......... 6125 86. 52.2 3929 P40.2 P34.5

Over 1240m151 span:
1964 .. .. 729 666 602 60.6 692 6023 596 66.1 672 5625 804 4.62
1965............. 462 442 46.0 4728 4120 41.7 3825 382 382 36.5 0829 4426
196 .. - . 43.5 472S 4523 452 664 452 504 4.6. 51.1 56.0 54.0 8128
1967 6... 7.2 522 64.7 WS. 672 6726 562 562 60A 66.4 9A4 56.
1998 50.. .... 9.7 PoiE8 081.1

51-881 98.-3

1 Based an sammon8y acSu6ed 6a656for 1,. 3., and 6.1or8h spans N0TE. Plgio are Om0.0 cd 669169 Wm6 6015.0e
arid un~adused dma1c 81.th 12.1man5 span. Date we cordered .1645 orasaMa pbs cne.,11 df 8he undasties won1 urdhanged ernpbropmo
81. spr wher 66 P.0. el6l s .1 Whence befteel inus56i.s w21

P - rolmm1.y. 0186Uard decring mpbyrnow0

. . .
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LABOR FORCE DATA LABOR FORCE DATA
NOT SEASONALLY ADJUSTED NOT SEASONALLY ADJuSTED

Table 1. Civilan labor force and unernployment by state and metropolitan area

(N.mn-s in th0..us.)

Unenie

sum tld anyla- N-t., 6 0 llt 25_95010

199 y 1 99a J199 A19 94 I M 1999 19 138P

1997] 19INS0 1997 1 9999 IS 1997 19998P 199-7 1999989 1997 199 67 1999

010..6 ............... I................ z2,9. 2W,59. LIMA. 21430 52., M9 115 v7 50 .2 54 4

.....10 .. ...... ........---- 56-2-54.2 55.2 98 28 5 30 2.2 6A a6 6.4 24
81-1~ - - -- --- ----------- -- 7In. 4fl8 476 177 1 18.1 13.6 9.7 2.6 9. 26

D- .... .......... .......... .794...9.4..17.5 719 47 40 0 2.6 64 54 65 916
09.4 .. ...... .. ... 68. P. 67A 99 L 2. 368 22 53 .2 59 2.

801.81. ... 12.8~ ~~~~ ~~~~~ ~~ 710 M9. 70. 81 4, 5.2 44 7.0 6.6 73 62
5.2.4................. ........ 5. 1.2 996 99.5 512 L. 2.9 L6 29 55 4Is 9 4.6

60r46.49 .. 119.2~~~~~~~~~~~I 1704 1716 'a. As6 5L5 5. 47 4. 22 2.1 2.9
..... ...... .......... ....... 21M 2M. 272.0 26M 146, 102 144 'O., 53 '.6 S.3 M.

t-Ifg-wY ............. -.------.- 1694 196 1688 194 7.7 50 7.5 5. 4.7 3.1 4.7 3.2
Tus .......o.. .... ........ ......... 849 ..I 89. "A 3.2 2. 39 2.9 9. 3.0 2.7 2.7

.4.8.... ----- =.. ~ SI 92 7 W.7 2139 17.9 1I. 6. 87 5. 8.6 .4
...4 .. ..............9... ... . 1963I 141.6 197.0 140$6 7.2 58 8. 49 32 0.1 4.8 9.

..0..78 ............. 9......8.... LIM0 2LI8P 2170.1 2.2875 114.2 189.1 10, 1996 5.3 4.5 9. 41
R.9919 ............ .......... . .... .- 992 99.0 so8. 994 58 4.6 42 4.1 9.7 8.5 7.6 8.1
P199. ...... .. . ..... ....... .... 1.4253 13142 1.~42 1.31119 47 416 42.2 .21 93 2.7 &0 2.
T. .......... .......... . - 910 90.6 989 9685 12.6 10.1 11.6 10.5 2.8 2.8 2.4 2.6
Y-7 -....... .. . ...... 994 71.0 68.0 76.1 24.1 2432 22.4 217 36.3 94. 396 9M.

.4900............ ....... 139.9 1232.9 1317.0 1.2241 72. 64 68.6M 990 9. 5. 1& 5.5 46
F .... .s.*arg2.W.60m ...... 1399 1.24 1367 -0 5.0 4:9 4.8 24 2.6 M. 91 2.I
F99. ..9............. ....... - 6732 663 96.7 971 5.4 4.5 52 4.9 5. 41 53 44

.9995 ........ a .. 4. 42. 413 421 2. 1 IA 49 1 4.1 . 2.1
02.944019594 .... 299.0 928. 264 3063 193 1. I9a 5, 9.8 4.3 2.
P4.I6....... ... . ...... -............ , 3793 931 963 2.4 9.1 93 LA 9 8- 8.7 760

....0....6…............ .. 165.9& 1694 631.9 18.439.1 1.0763 1.57 MA. 9ml. 4.6 .1 8.5 8.7
S6 ................ ... 29663 285. 261 2851 92.8 Ml 261 28.4 11I0 120 56 91

c~~~~~ Ks.. 9. 87.5 6732 9J 71 714 8.5 8.1 .0 8.4 71 1.6
75 -- . ....... 449.~~~~~~~ ~~~7 0180 4479 413' 9. 57.7 446 40 '1 121 52.0 101

1-0420839 a.3........ … 4.598. 4.66 4,978.5 4~6461 933 5.6 2887 601 7.5 70 71. 61
-. ______... 991~~~~~~a $5L1 94. 691 12.0 61 10.0 59.6 14.1 103 IIs

6. ....... … ...... .... 252.4 212. 212.1 2199 28, 26.7 ml. 59.7 12.5 116 61 93
992 Ks-.. .... 116 5386.6 1.1982. 1923 57.7 99A 591 461 41 42 41 4.

05990415C- ..... - 1 -29 I49.0= %.5. A.27 51.3 44 4718 227 97 3.5 3.4 2.
6.94.80 -- . 79~~~~~~~~~~~~13 72.4 72. 7153 61 8.0 8.0 541 AS 8.3 8.I 16
60.2..599$a.594610 ~~~~~~. 1399.0AW AN.4 Ml98. 148.3 160 95.0 10O. 94.6 8.8 6.7 7.7 8.7
Sa - Mj~~~~~19 757 7510 7991 421 36.7 281 35-3 5.7 5.5 53 4.7

IRA 58632 188.7 la5. 19 5210 52.I Ils 72 61 615 61
599 I~~~~~~~~~~~~~~~~217 5,282.0 I925. I.5. 3 99Ga 52.4 571 401 4.7 31 41. 91

S. VAT. - 41 5. 947 989.7 98. 3., Z4A 30.3 2.9 3.0 as 33
584 .. .......... 69,73 678.0 651. 6746 9512 2.8 281 92.4 2.9 9. 2. 2.
S.9 4. o .22.989 64. 596. 599.8 5071 54.7 92 48 41 4 4.9 42 46 4.1
5029aa,592-S, .149.969 -. 63 598.0 959.0 91.3 9.0 73 A. 735 4.6 9.7 43 31
5940496599o.1482 849.7 525. 5411 61 78 7.5 7.1 8.5 63 61 41
590496 -. 297.9 24.5 4M1 2429 As 8.8 9A 71 . 2. La4 33

- -- 242 249 2857 Z59 28.0 994 811 9.1 ()L2 501 61 As
V49660.W959.w09 MA 24 249. 24 2471 I&3 1216 16 11.7 8.4 5.8 As 4.
O -- - 3993 3993 968. 9991 28. 22 3 29 25 77 S.7 716 GA
1248T.4..99l. . 56L9 19 168 .4In 6863 281 V 21.3 283 29 54.4 162 563 53.2

98. 88.4 .7 86. 4.4 41 2.8 9.8 5. 416 4. .0
7.0049571 891 6S" 99 7.1 765 5.7 61 549 121 9A 163

046wn840 -- 2.1&;1 23156 3,2.7 232862 66. 761 651 761 2.1 M. 332 3I
-- 1899 11. 199 879. 4. 5S3 41 53 21 9.8 is 9.5

02599 36949 241.4 288.4 249 399. 8.4 M8. e. ml9. 9.8 41 2.7
O- IJUIA-- 1.99 1.~1532 I.16 1I9 .151 263 92. 307 981 2. 03 98 2.7

F.9 19r.~61 1403 '37S 8481 4.5 cl e 4.3 4.7 31 83 .I 3.3
0.90,48 .VA 7 99.A 57.7 467 2.4 21 23 .LA 23 9 410

a,"" St.__ __ 6 88.7 au3 87.3 2.8 94 3.1 9.8 3 41 2. 4.8
P~~~~~~ ~- 68.1 647 467 69.2 21 481 2.7 4.8 46 Ss9 415 63

C .. WA I~~~~~."401 1,9461 8.?S3 1.7471 67 9 51 . 88.6 6181 A.5 O 4.6 as

____ 1181. 1121 181.1 Is8 4.5 M. 2.6 as 4.0a as 3.5 25
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Pockets of High Unemployment In a
Low Unemployment Economy

Robert Gibbs'

L. Introduction

The U.S. unemployment rate stood at 4.5 percent in June, 1998, one of its lowest points in 28
years. The decline in the national rate since 1992, coupled with reports of scattered labor
shortages in occupations ranging from computer programmers to sales clerks, has dampened
debate about workforce preparation and local mismatches between worker skills and job
requirements. Implicit in the current complacency about unemployment is the assumption that a
low national rate translates into low rates across the country.

In fact, the national rate masks considerable variation in local unemployment rates. Wheeler and
Sioux counties in Nebraska experienced a 1.0 percent rate in the first quarter of 1998, while the
rate in Luna county, New Mexico, topped 35 percent. Almost 100 counties nationwide had rates
below 2 percent and roughly one-third were below 4 percent, a reflection of extremely tight labor
markets for workers in those areas.

At the other end of the spectrum, some 320 counties in the first quarter of 1998 had rates above
10 percent. That means that I in every 10 U.S. counties was experiencing severe unemployment
at a time when the national unemployment situation was being watched suspiciously for signs of
an overheating economy. If the net is cast just slightly more widely to include counties with
unemployment rates above 8 percent, the number of counties jumps to 617, or about 1 in5 U.S.
counties. These counties all had Ist quarter-1998 rates above the peak national unemployment
rate following the 1990-91 recession, and so comprise an "unrecovered" group.2 Most of these
high unemployment counties are experiencing unemployment rates at least twice as high as the
current national average.

But does it matter that a certain number of counties lie at the upper end of the unemployment rate
distribution? Are these counties really important to the national economy? Although many
counties with unemployment rates above 8 percent (henceforth called "high unemployment

1 Visiting regional economist at the Joint Economic Committee of the U.S. Congress,
Minority Office.

' This threshold is based on the national 1990-91 recession high of 7.6 percent. Because
the quarterly county employment statistics provided by BLS are not seasonally adjusted,
however, using 7.6 as a threshold would probably overstate the number of counties above the
threshold. On average, unadjusted I st-Quarter national unemployment rates are .4 percentage
points higher than the seasonally adjusted rates.

1
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Table 1. US. County Unemployment Rates, 1998-Ql

Unemployment rate

2 prcent or lower

2.1 -4 percent

4.1 -6 percent

6.1 -8 percent

8.1 - lOpercent

10.1 - 15percent

Higher tham 15 percent

Nunber of cowate Perent of cownai

97 3.1

904 28.8

955 30.4

567 18.1

297 9.5

238 7.6

82 2.6

3140 100.0
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counties") have small populations, a sizable number are major population centers, such as 4 of
the 5 New York boroughs.' Collectively, high unemployment counties had a population of 30
million and a workforce of over 13 million in 1997, about 11 percent of the national total. These
counties are therefore not merely small, isolated pockets impervious to economic prosperity, but
include some of the great employment centers of the United States. Nor are these counties found
in only a few regions: 43 states have at least I county with high unemployment. In 8 states, more
than 20 percent of the workforce resides in high unemployment counties. In West Virginia and
New York, more than a third live in high unemployment areas.'

By definition, unemployment is the loss of unrecoverable human resources. The portion of a
worker's life spent unemployed cannot be regained and the idle skills and abilities are lost
permanently. Unemployment represents a double jeopardy for the economy, because it not only
involves the loss of productive capacity, but it also requires the increased disbursement of public
funds to those unemployed. National effects aside, high unemployment counties face depressed
demand for local private goods and services, additional demands on public services, and possibly
increased social pathology. Furthermore, few of them are likely to realize the goal of providing
self-sustaining work to all who need it, as embodied in current welfare reform policy. For these
places, a low national unemployment rate is an irrelevant statistic that says little about the
experiences of local residents.

This paper explores the possibilities for improving conditions in high unemployment counties by
identifying local and regional characteristics that affect the unemployment rate. The character of
high unemployment counties is diverse in terms of location, population, and economic base. But
they also share a number of important characteristics, many of which are sensitive to direct or
indirect public policy. In brief, high unemployment counties generally have higher levels of the
following attributes than other counties: employment in agriculture and retail trade, state
unionization rates, share of residents who belong to a racial or ethnic minority, share of adults
without a high school diploma, average AFDC payments prior to 1996 welfare reform
legislation, remoteness from cities, physical amenities, and location in the West. These same
counties have lower levels of manufacturing and wholesale trade employment, lower
employment growth, smaller shares of college graduates, smaller urban populations, and are less
likely to be located in the South, once other attributes have been controlled for.

It is important to keep in mind that for most of the 617 counties under discussion, unusually high
rates are persistent, indicative of a much larger problem of long-term economic and social stress.
Temporarily high unemployment resulting from a plant closing, for instance, affects a significant
number of counties each year, and most U.S. counties are subject to this type of event at some
time or another. For the majority of high unemployment counties, however, such short-term

Manhattan's unemployment rate in the first quarter of 1998 was 7.5 percent.

'The eight states and the percentage of workers living in high unemployment counties
are as follows: West Virginia (36.4), New York (35.3), Alaska (27.9), Montana (26.1), New
Mexico (25.8), Idaho (23.5), Mississippi (23.4), and Oregon (22.5).
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events are an additional stress, and most likely a reflection of underlying conditions, such as
overreliance on a declining industry. Thus, this analysis of unemployment can be read more
generally as an analysis of long-term economic distress. The bad news, then, is that there are
few, if any, quick fixes to persistent local problems. The good news is that the geographic
stability of these problems provides an identifiable, stationary target for long-term interventions.

I. What Causes Geographical Variation in Unemployment Rates?

To understand why some counties have very high unemployment levels, it is helpful to
understand why unemployment occurs in the first place, and how local unemployment rates are
only partly related to national economic trends. In the simplest of economic models,
unemployment occurs when the supply of workers exceeds the demand for those workers (the
number of jobs available), and it persists until wages fall enough to restore supply and demand
equilibrium. At the national level, this insufficient demand for workers, which can be traced
back to a weak demand for goods and services, drives the changes in unemployment rates
observed during economic downturns. Contrarily, periods of economic expansion are
characterized by rising labor demand brought on by growth in the national quantity of goods and
services purchased.

But sustained economic expansion alone can never drive the unemployment rate to zero.
Inevitably, there is a structural mismatch between the requirements of vacant jobs and the skills
of available workers in a particular location, due to shifts in product demand and production
technology. Furthermore, even if overall skills and job requirements in the economy were equal,
frictional unemployment would occur because individual workers and employers need time to
find the most productive match.

Each of these types of unemployment--demand-deficient, structural, and frictional- has a
geographic dimension that helps to explain unemployment differences across local labor markets.
Local unemployment rates may react very differently to a national economic slowdown or
expansion based on their particular mix of industries, with some areas leading a national trend,
and others lagging. As noted in the introduction, the industry mix will accordingly affect the
persistence of unemployment. Moreover, at any point in time, demand-deficient unemployment
will persist where wage rates are higher than the long-run sustainable level, given the
productivity of the workforce.

It is likely, however, that much of the geographic variation in unemployment can be attributed
either to rigidities in the local economic and demographic structure, or to the frictional forces
that prevent instantaneous matching of workers and firms, and that are also affected by local
characteristics. Structural mismatch will be more severe where the local industry mix is
changing rapidly, or where changes in an industry's product demand leads to sudden job creation
or loss.
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In addition, some areas have populations that have suffered historically from chronic
unemployment, weak labor force attachment, and/or limited job skills. In standard economic
models, migration eliminates such structural unemployment in the long-nm. But these models
typically fail to consider the costs of gathering information about job opportunities in other
places, the complex labor supply decisions of dual-earner households, and the psychic costs of
leaving local kinship and friendship networks, all of which diminish the likelihood of
employment-equalizing migration.

Frictional unemployment is a function ofjob turnover, the difficulty and method of job search,
and the ability to hold out for the best possible offer. These, in turn, depend on the skills and
education required by the job, or held by the worker. In areas with a large proportion of high-
skill jobs/workers, relatively low turnover and brief periods between jobs pushes down the
frictional component of unemployment

m. How Large is the Problem of High Unemployment Areas?

The seriousness of locally high unemployment can be described by considering its magnitude
and geographical distribution. That is, how many people and areas are affected by locally high
unemployment, and how widespread is the phenomenon?

The 617 high unemployment counties combined had a labor force of 13.4 million people, about
11 percent ofthe national total in the first quarter of 1998. Some 1.5 million workers in these
counties were unemployed, representing 29 percent of total unemployment in the United States.
High unemployment counties can have large or small populations: 35 counties have populations
of more than 100,000, and 184 counties, about a third, have populations of fewer than 20,000.
The 25 largest high unemployment counties are shown in Table 2. At the top of the list are 3 of
the 5 New York City boroughs, the only counties with populations exceeding one million.
Scattered throughout are central counties of large urban areas, mostly along the East Coast or
California. Small and medium-size high unemployment counties are distributed relatively
evenly across the nation.

High unemployment counties are found in all 4 Census regions of the country. The largest
number are in the South, with 281 counties, but the largest proportions of high unemployment
counties within a region are the West (35 percent) and the Northeast (24 percent), while they are
relatively sparse in the Midwest (12 percent) (table 3). The uneven regional distribution is
particularly apparent when examined across the 9 Census divisions. Among these, the Pacific
division has the highest percentage of high unemployment counties-55 percent, or 91 of 164
counties. At the other extreme, the Great Plains states have just 33 high unemployment counties,
5 percent of their total, and New England has 9 high unemployment counties, 13 percent of all
counties in the census division.

4

51-881 98 -4
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Table 2. Twenty-five largest High Unemployment Counties

County Population Unemployment
(1997 Est) Rate

1. Kings, NY 2,240,384 10.5

2. Queens, NY 1,975,676 8.1

3. Bronx,NY 1,187,984 11.1

4. Fresno, CA 754,396 16.8

5. ElPaso,TX 701,576 10.1

6. Baltimore (city), MD 657,256 9.1

7. Kern, CA 628,605 14.2

8. Hudson, NJ 551,451 8.1

9. San Joaquin, CA 542,504 12.8

10. District of Columbia 528,964 9

11. Hidalgo, TX 510,922 19.2

12. Stanislaus, CA 421,818 14.5

13. Richmond, NY 402,372 8.1

14. Monterey, CA 361,907 17.2

15. Tulare, CA 353,175 18.3

16. Cameron, TX 320,801 12.8

17. Santa Cruz, CA 240,488 10.4

18. Atlantic, NJ 236,569 8.7

19. Yakira, WA 218,318 13.1

20. Barnstable, MA 205,128 8.5

21. Merced, CA 196,123 19.7

22. Butte, CA 194,160 10.2

23. Webb, TX 183,219 9.7

24. St Lucie, FL 179,559 8.2

9 lr%- A-. NMX 168.470 9.9
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Table 3. Regional distribution of High Unemployment Counties (HUCs)

Region/Division I No. of HUCs Pct ofall HUCs Pet of total in
region

Northeast

Midwest

South

West

Total

New England

Middle Atlantic

East North Central

West North Central

South Atlantic

East South Central

West South Central

Mountain

Pacific

Total

52

127

281

157

617

9

43

106

93

82

94

33

66

91

617
.J

8

21

46

25

100

1

7

17

15

13

15

11

15

100

24

12

20

35

20

13

29

18

26

17

22

5

24

55

20
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Although found in all regions, high unemployment counties are nonetheless notable for their
marked geographic clustering, as the map in Figure I illustrates. In the West, for instance, large
portions of the Pacific Northwest, the Central Valley of California, and the Colorado Plateau are
high unemployment areas. The South's high unemployment counties lie primarily in the Rio
Grande Valley, the lower Mississippi Valley, especially in the Delta region, and the Appalachian
Highlands. Unemployment in the Northeast and Midwest is clustered in the northern tier
counties of Minnesota, Michigan, New York, and Maine. Note, too, that high unemployment is
unusual in the broad central section of the country, and relatively infrequent along the Atlantic
coast.

The fact that these clusters are geographically well-defined suggests strongly that regional
characteristics are key deterninants of differences in unemployment rates. High unemployment
counties are a fairly stable group-the counties they comprise tend to experience high
unemployment over an extended period. The next section examines in more detail the
persistence of unemployment in these 617 counties.

IV. How Persistent are High Unemployment Rates?

One line of thinking on unemployment is that there will always be a group of counties with high
unemployment, but because local economies are dynamic in the long-run, the distribution of
unemployment across the nation will change over time as local characteristics change. Economic
hardship, in other words, gets spread around, much as many households move into and out of
poverty.

But in fact, the economies of places with distressed labor markets are not particularly dynamic.
One way to see this is to compare the high-unemployment counties' rates with average
unemployment rates over a number of years. Unfortunately, this comparison is not
straightforward, because the variation of county rates around the average can be expected to
differ during years of economic expansion and contraction. If for example, the threshold for high
unemployment is 8 percent when the U.S. average is 5 percent, what would the relevant
threshold be if the national average of county unemployment is 8 percent? Merely holding the
difference between the average and the threshold constant (at 3 percentage points) could be
inappropriate if the variance of rates around the 8 percent average changes.

One solution is to convert county unemployment rates into standardized rates that measure how
many standard deviations a given unemployment rate is from the average. A threshold of 0.6
standard deviations above the mean is used to be consistent with the 8 percent high
unemployment threshold in 1998. By this measure, most of the counties classified as "high
unemployment" in 1998 were high unemployment counties as far back as 1979. During the
1980's, an average of 58 percent of the current high unemployment counties fell above the
standardized threshold in a given year, in the early 1990's, two-thirds of more of these counties
did so. Furthermore, two-thirds of the 617 high unemployment counties in 1998 were above the
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high-unemployment threshold in a majority of the 19 years available for this study, and 135 (22
percent) of these were high unemployment counties eveiyyear since 1979.

V. Characteristics Associated with High Unemployment Counties

Geographic variation in the three types of unemployment discussed above arise from the
economic, demographic, and natural resource characteristics of local areas. Although they are
not linked in a one-to-one correspondence, the theoretical types are useful for describing
expected relationships between local attributes and unemployment rates. In this section, these
relationships are outlined and preliminary evidence of their presence is marshaled. The key local
factors to be considered can be grouped into market-related, locational, demographic, and human
capital characteristics.

Market-related characteristics

The most obvious association between unemployment and other attributes of the local area is the
ability of the economy to generate a sufficient number ofnewjobs to match the labor supply.
Where employment growth is high, unemployment should be lower unless there is an unusually
strong influx of migrants. Labor supply growth could indeed outstrip growth in demand for a
number of reasons. High wages, for example, have consistently been found in the social science
literature to attract working-age migrants into a region. Their impact on job growth is less clear.
If local wages are not reflected in a commensurate level of productivity, job growth (and
therefore labor demand) will suffer.

Even where wages are not especially high, migrants may be attracted to non-economic aspects of
the local area, such as its climate and topography. Many migrants are willing to accept a lower
wage and a greater uncertainty of employment in exchange for an enhanced quality of life, thus
raising supply relative to demand. The attraction of physical amenities has increased relative to
economic incentives for interregional migrants during the 1990's, suggesting that the association
between amenities and unemployment may have increased as well (Cromartie and Nord, 1996).5

County unemployment rates necessarily reflect patterns of growth and decline among local
industries. Counties where employment is concentrated in "old" industries, or industries with
rapidly changing labor requirements may experience high unemployment. In addition, there is
evidence that a diversified economy, particularly one based on services, cushions workers against
cyclical downtums and allows quicker transitions to new jobs. A comparison of major industry
distributions by unemployment rate, however, reveals that although high unemployment counties

5 Physical amenities are measured later in this report as a standardized index that
combines attributes related to climate, elevation, topography, and proximity to water. The
amenity index is scaled to a normal distribution with mean equal to zero and a unit variance.

6
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have slightly higher employment shares in agriculture, mining, and government, there are no
sharp differences in the mix of industries between high unemployment counties and all other
counties (table 4).

For nonmetropolitan counties, an alternative measure of industry-specific influence in the local
economy exists that uses income as well as employment share. A comparison of county types by
industry "dependence" developed at the U.S. Department of Agriculture's Economic Research
Service (ERS) shows that high unemployment counties are more likely to be dependent on the
employment and income derived from government services and mining than counties with lower
unemployment rates. This is not surprising. Government-generated income and employment
tends to dominate only when basic industrial activity is weak, or other kinds of economic stress
such as low income exist. Mining-dependent counties face chronic sharp boom-and-bust cycles.
At any given time, a substantial number of these counties will exhibit the effects of depressed
world demand for their particular mineral.
Nonmetropolitan counties with high unemployment are much less likely, however, to be farm-
dependent, a finding seemingly at odds with the lack of impact shown by simple employment
share above. The fact that the economic typology is not applied to metropolitan counties, where
farming-related unemployment rates are higher, may explain the apparent discrepancy. This
relationship will be discussed in more detail below.

Locational

One of the most striking features of high unemployment counties is their strongly
nonmetropolitan character. Just 9 percent of the counties lie in metro areas, compared with 30
percent of non-high unemployment counties (table 5). The 56 metropolitan high unemployment
counties are evenly spread among the Northeast, the South, and the West; only 2 are found in the
Midwest. High unemployment counties are particularly unusual among counties in metropolitan
areas of one million people or more (3 percent, or 11 out of311 counties), but their incidence
rises among smaller metropolitan counties (table 6). For nonmetropolitan counties, the highest
incidence of high unemployment counties is among counties with urban populations of less than
20,000 that are not adjacent to a metropolitan area. Adjacency to a metropolitan area appears to
matter, in part because adjacent nonmetro counties are more diversified economically, and in
part because their commuting links with urban centers increase workers' abilities to search for
newjobs.

Human capital

The probability of being unemployed rises sharply for lower levels of education. Adults without
a high school diploma face unemployment rates more than four times as high as college
graduates. Many of the least-educated adults are in insecure, low-quality jobs, leading to higher
rates of turnover and greater vulnerability to occupational and industrial change. Areas where a
large proportion of adults have low educational attainment often have trouble attracting
prospective employers, or for that matter, keeping those whose main motivation for staying is the
low local wage level. For these reasons, both structural and frictional unemployment tends to be
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Table 4. Industry mix of H[UCs and non-HIUCs

Industry

Agri, Forestry, Fishing

Mining

Construction

Manuhctnrng

Trans., Comm.,
Utilities

Wholesale Trade

Retail Trade

FME

Services

Government

HUCs I non-EUCs

(percent of total employment)

2.1 1.6

1.5 1.2

. 5.2 5.6

13.5 13.7

4.1 3.9

2.4

16.2

4.1

21.3

17.8

3.3

16.1

4.8

22.3

16.1

Total I 100.0 100.0

County Typology
(nonmneto onWv /
Farm-dependent 90 17 466 27

Mining-dependent 56 10 91 5

Manufactning-dep 125. 23 390 22

Services-dependent 67 12 256 15

Government-dep 90 17 165 9

Nonspecialized 117 21 371 21

Total 545 I. 1738 100

- l |

- -
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Table S. Urbauiety of HIh Unemployment Counrtes

Metropolitan Status No. of HUCs Pet Of aD HuCs Pet of a11 counties
Ins

Metro 56 9 7

Nonmetro 561 91 24

Total 617 100 20

Rural-urban Continuum

Lgecoremetro 9 I 5

Lar ge 4 mero2 <1 2

Medium metro 23 4 7

Small metro 22 4 11

Highurban,adjacnt 22 4 16

Eigh urban, nonadjacent 28 5 25

Low urban,atdjaceax 119 19 19

Low urban, nonadjacent 183 30 28

No urban, adjacent 60 10 24

No urban, nonadjacent 149 24 28

Total 617 100 20
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Table 6. Metro status by region, High Unemployment Counties

Status Northeast Midwest South West Total

Metro 18 2 19 17 56

% _ _32 4 34 30 100

34 125 22 140 561
Nonmetro

% 6 22 47 25 100
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elevated in counties with lower average education levels. Average years of schooling in high
unemployment counties is 10.6 years vs. 10.9 years in other counties.'

A more telling comparison between high unemployment counties and other counties is the share
of adults at very high and very low levels of educational attainment. For instance, 13 percent of
all counties have a high proportion of college graduates (15 percent or more of the adult
population) but less than 3 percent of high unemployment counties do. Similarly while I in 5
counties nationally have a high proportion of high school dropouts (20 percent or more), the rate
for high unemployment counties is greater than I in 3.

Demographics

Worker demographics also vary greatly from place to place. These often operate at the
individual level, but affect aggregate unemployment as well. Worker characteristics that affect
entry and exit from the labor force, such as age, are associated especially closely with geographic
differences in frictional unemployment. Very young workers (teenagers and young adults) move
into and out ofjobs with greater frequency than older workers because they are less likely to
assume the financial responsibility of maintaining a household, and because they are still in the
job-sampling phase of their work lives. Hence counties with a greater share of young workers in
the labor force should see higher unemployment rates. A similar argument could once be made
for women's labor force participation, but their employment dynamics have changed
dramatically since the 1970's.

The legacy of institutionalized discrimination and separation that marks the landscape in many
parts of the United States is evident in the strong association between high unemployment rates
and the geographic concentration of racial and ethnic minorities. Blacks, Hispanics, and/or
American Indians make up a significant share of the population (at least 25 percent) in 31 percent
(192) of high unemployment counties, compared with 19 percent of all other counties (table 7).
Similarly, 32 percent of all counties with significant minority populations are also high
unemployment counties. The strongest association is for American Indians - 57 percent of
counties where they form a significant presence experience high unemployment

In some cases, however, the persistent association of racial or ethnic minorities with specific
types of work creates a specious connection between minority presence and unemployment A
clear example of this can be found in the West, where Hispanics are disproportionately employed
in agriculture, and where agriculture often depends heavily on seasonal labor. Of the region's
446 counties, 45 percent of the 60 counties with a large proportion of Hispanics are high
unemployment counties, compared with 34 percent of other westem counties. But of the 425
western counties where agriculture employs less than a tenth of the workforce, there is no

' The average educational attainment in low-unemployment counties is 11.5 years.
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Table 7. Radial and Ethnicity Characteristics in ElUCs and non-HUCs

County type No. of Pe of a Petof Pet of low HUCS as
HUCs HUCs non-EHUCs unenpL pet of al

counties counties

Black 118 19 11 7 29

Hispamic 50 8 4 3 33

Native American 26 4 1 <1 57

AUm nmties 192 31 16 10 32

AU HUCS 617 100 _- 19
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difference in the incidence of high unemployment between counties with a large Hispanic
population and those without. 7

VI. Relative Importance of County Characteristics

Although unemployment rates are the outcome of many factors working simultaneously, some of
these factors can be expected to play a large role in explaining geographical difference in
unemployment, while others will have a more marginal influence. Furthermore, many of these
factors are difficult to disentangle. Rural counties, for example, tend to have fewer college
graduates, and both rurality and lower education levels are likely to be associated with higher
unemployment rates. In some cases, seemingly important factors may derive most of their
explanatory power from their linkage with other factors-rurality's apparent effect on
unemployment may work mostly through education and industrial structure. To separate and
compare the marginal contribution of each variable, the characteristics are included together in a
series of regression analyses of county unemployment rates.

The findings reported here are based on two models of uernployment. First, local
characteristics are related to simple county unemployment rates, which allows a quantifiable
relationship to be established between specific rates and each characteristic. Next, these same
characteristics are related to each county's presence in, or absence from, the high unemployment
group. The first analysis, then, uses local attributes to help explain a county's unemployment
rate and the second uses them to "predict" whether a county falls into the high unemployment
category.

All of the characteristics discussed so far are considered simultaneously in the analysis. A few
additional variables that have been found to influence unemployment rates in other studies are
also included. These are the average union membership rate for the state and the state's average
AFDC payments in 1995. High unionization rates have historically been associated with slower
economic growth and more rigid local wage scales. Both of these conditions are expected to
increase unemployment. It has also been hypothesized that high AFDC payments might increase
frictional unemployment by raising the lowest wage rate that job seekers are willing to accept
(known as the "reservation wage").

Finally, two measures of the surrounding local labor market area have been added to capture
nearby effects -- the unemployment rate and the average earnings per job for all counties in the
commuting zone other than the county of interest. In many.small counties, where out-

' Among the 384 western counties in which agricultural constitutes less than 5 percent of
total employment, Hispanic counties are less likely to be high unemployment counties (26%)
than are non-Hispanic counties (3 1%).

9
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commuting is common, the job market in adjoining counties may be of equal or greater
significance to local residents.

How well do local characteristics explain county unemployment rates?

As shown in table 8, local characteristics explain a little more than half the variation in
unemployment rates across counties. In the discussion that follows, the impacts of individual
characteristics on the unemployment rates of all counties in the United States are described. A
partial estimate of the contribution each type of characteristic makes toward explaining
geographical variation is also provided. 9

Market-related characteristics

A number of the market-related local characteristics are strong predictors of
unemployment rates, particularly employment growth in the previous year and the state's
union membership rate. Nationally, the unemployment rate in a county with employment
which grew one standard deviation above the mean (about 4 percent) was 0.4 percentage points
lower than a county with average growth. A 10-percentage-point higher unionization rate
translates into a I percentage point higher unemployment rate. For example, if a county in a
state with a 10 percent union membership rate has 6 percent unemployment, an otherwise
identical county in a state with a 20 percent union membership rate could expect to have 7
percent unemployment.

At the national level, earnings per job in the county is not a significant predictor of
unemployment, although earnings in the entire commuting zone is significant, indicating that
commuting tends to even out unemployment across counties within the local area. The earnings
effect is relatively small, however - a difference of $5,000 in average earnings perjob yields a
0.2 percentage-point lower unemployment rate. In other words, to reduce unemployment in a
county by a percentage point (say, from 8 to 7 percent), average earnings per job would have to
fall $25,000, more than the earnings difference between the richest and the poorest counties in
the nation in 1996.

'The remaining variation is due to several causes, including the inevitable omission of
other factors that may influence unemployment rates, which is many cases are unquantifiable or
difficult to measure. Additionally, the factors that are included in the model are subject to
measurement error, which always reduces the explanatory power of those factors.

9
Technically, the absolute impact described in this paper is measured by the regression

coefficient associated with each -idepcdent variable. Since variables are measured in different
units, however, and/or have different variances, direct comparisons using the regression
coefficients can be misleading. We therefore use a standardized estimate (the regression
coefficient divided by its standard deviation) as a broad, though still imperfect, measure of
relative importance.

10
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Table 8. Relahtonship between Local Characteristics and Unemployment Rates

Chtate.rim Si gaificta (Ditredoa) Stodrd tedeffestof .dd i otd = it.o

Employmenttowlth. 1996-97 Ye.(-) -0.12

E-ai.9s prilob, 1996 No

Stom oorooioo rt Yr (+) 0.18

Av-tooe so2 AFDC p-yment Yr. N+ 0.06

Pretest employed ia:

Agtitolor Yr. (+) 0.03

Mtaufoemtmg _ Y. (-) -0.04

Mirirr No

GoveMmeot No

Whoi.ol Tods Ye. (-) -0.10

Retil Totir .. Yr.(t) 0.11

To port. Co.-.... sd Utilitin No

Fiootter. Jr. oesoor. RroJ Estoto No

Coonso te.o No

C.-ti.1r h Ld'. Uorrrloyo Yr. (+) 0.42

C -tioo hd'. Erog, Pr job Yr. (+) 0.07

Mirdid (-Pturd oith Northmo) No

Sooth Ye. -0.08

Wolt Yr. (+1 0.09

Smtf 1.eremot t (comptred with lIrpe Y.. (+) 0.15

A.e-ity odrx Ye" (+) 0.07

De-eovmphle

P-etrorblkth Y"t() 0.13

Pretcnt Hitptmic Yr. (+) 0.09

P-etoet .&es 16-19 No

:aoo YPito! _ _ -0.13

Preten with rolirgt dmhtro Y. +) -0.13

Prrrrs oith less tW igh orb dtol Yr. (t)0.21
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Key industries affecting unemployment include agriculture and retail trade (greater
employment boosts unemployment), and manufacturing and wholesale trade (greater
employment decreases unemployment).'0 In addition to the seasonal effects of agriculture and
retail trade, the workforce in these industries tends to have lower average education levels and
lower occupational status for a given level of education. Retail trade tends to employ younger
workers who have higher-than-average turnover rates.

The unemployment rate in the rest of the commuting zone was added to control for external
factors that may nonetheless affect workers in the county. As one would expect, a county's
unemployment rate correlates reasonably well with unemployment rates elsewhere in the
commuting zone, each percentage point increase in the rest of the zone raising the county's rate
by half a percentage point.

Locational characteristics

Overall, the locational factors discussed earlier continue to affect local unemployment rates even
after controlling for confounding influences. Rural and western locations are associated with
higher unemployment, as are high-amenity locations. The South continues to exert a negative
influence on unemployment rates, although its effect is dampened aflter controlling for
demographic factors and union membership rates. The effects of being a small remote county
are particularly notable, increasing unemployment by more than I percentage point relative to the
core counties of large metropolitan areas.

Demographic characteristics

The proportion of the population that is black or Hispanic is strongly, positively associated with
unemployment rates. Controlling for all other factors, a county in which one-third of the
population is black will have an unemployment rate I-percentage point higher than a county with
no black residents. The impact of the proportion of Hispanic residents is shghtly smaller. The
proportion of the population that is 16-19 years old, the teenage cohort, appears to have no effect
on geographic differences in unemployment. This may be because there is relatively little
variation in the proportion of the population composed of teenagers.

Human capital characteristics

The educational composition of the adult population emerges as one of the key determinants of
differences in local unemployment rates. A one-standard-deviation increase in college

'0 The lack of seasonal adjustment in the unemployment data may play a role in the
prominence of some indusries. Agricult-rc-'s impact is likely to be greater during the first
quarter of the calendar year, when labor demand is lowest. Likewise, retail employment
typically falls following the December holidays. However, the impact of both agriculture and
retail employment is significant (although smaller) even in models of average annual
unemployment.

11
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completion rates (about 6 percentage points) shaves nearly half a percentage point off the county
unemployment rate. A similar increase in the proportion with less than a high school diploma
would raise the rate by over half a point

The relaive u-portance of local characterstics wies by region

Stephen Marston (1985) first observed that conclusions about the relationship between
unemployment rates and local characteristics are unlikely to hold in all places. That is, not only
do characteristics vary from region to region, but the fundamental relationship between
characteristics such as employment growth and unemployment rates can vary as well due to a
variety of structural forces." Thus, otherwise well-targeted policies designed to alter a single
risk factor (say, education levels) may have much greater impacts on unemployment in some
regions than others.

A separate analysis of each of the four Census regions confirms that the structure of
unemployment is quite different from place to place (table 9). In the Northeast, the size of the
college-educated population is a dominating influence on unemployment rates. The size of the
manufacturing and trade sectors are also of much greater importance. Surprisingly unimportant
are several characteristics that are key at the national level-commuting zone effects, employment
growth, demographic characteristics, and the proportion of adults who do not have a high school
diploma.

Another case of regional differences is the role of agriculture, which is sensitive to its production
context In the Midwest, greater agricultural employment is strongly associated with lower
unemployment rates, the reverse of both the national results and of those in the West. The
discrepancy in the findings for agriculture is largely explained by regional differences in the
kinds of crops grown and in the way that agricultural production is integrated into the local
economy. In the West, counties with substantial agricultural employment are often metropolitan.
These counties rely on labor-intensive production, typically requiring large numbers of migrant
or seasonal woikers who are officially unemployed part of the year. Great Plains agriculture is
relatively capital intensive, employing far less seasonal labor, and generating very low rates of
unemployment

Also more important in the Midwest is the role of natural amenities - again, contrary to the
West, where amenity differences are of no significance. Meanwhile, the West is different from
the Northeast in that college completion is insignificant, but having a higher proportion of the
adult population without a high school diploma is very much related to higher unemployment.

"A good example of this is the relative openness of the local economy. Local
employment growth may have a greater impact on the unemployment rate if there are structural
barriers to in-migration. Another example is the strength of internal transactional relationships
between establishments in the area Where these relationships are strong, factor productivity
(including labor) is likely to be higher due to agglomeration forces, and a higher wage level is
sustainable without depressing labor demand and raising unemployment

12
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Table 9. Regional diver m fom the maIsl indd

Characterist Nordteas MidW South Went

Employment growth. 1996-97 NS

Earnings perjob, 19ff

State unioniaton rate NS NS

Average smt AFDC p NS NS NS L

Percent cmployed in:

Ag lure NS ( -) NS L

Matshcring L (+)

Mining Sign(- ______

Goverment

Wholesale Trade L

Retil Trade

Transpot, Commun, sod Utilities

Finance, lasrace, Redl Ea

Construction Sign.() .

Commuting shed's Uncmploymen Rate S S

Commuting shed's Earnings perjob NS

Locaffonal

Small. remote (compared with lre urban) - L

Amenity index MS NS

Demmographic

Percent black NS NS

Prctent Hpa NS NS

Percentas 16-19

HaNtan capdl I

Percent with college degree L NS

Percent ith less than h hool NS S
NS-Not significant at .05 level; L-Snddined c > by at lean .1; S-Standsrdized estimae < by at lea s 1;
Sign.-Now dgnificant t.05 level; ( ) indicates change of sign
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Perhaps most intriguing, greater manufacturing employment is associated with higher
unemployment rates in the West, possibly due to the specific type of manufacturing occurring
there, or perhaps a result of the lingering effects ofthe severe 1990-91 recession in California,
and Boeing's recent woes in Washington State.

The South most closely mirrors the United States as a whole in the relative importance of local
characteristics. Its chief differences are in the effect of local earnings and employment growth,
both having somewhat greater influence on the region's unemployment rates than is the case
nationally.

VIL. Characteristies that Distinguish High Unemployment Counties

As expected, most of the local attnbutes that figure prominently in determining county
unemployment rates in general are also key in predicting high unemployment counties (table 9).
The salient differences between the two models are that agricultural employment, manufacturing
employment, and location in the South no longer significantly affect a county's chances of being
classified as "high unemployment". The apparent contradiction between models suggests that
these attributes may be important in predicting unemployment rates within categories (i.e., "high-
unemployment" or "other"), but not between categories.

Other characteristics do appear to make a difference between categories. A Midwestern location
now decreases the likelihood of being a high unemployment county, and higher proportions of
young adults increase that likelihood.

VULI. Summary and Policy Implications

High unemployment, defined as a rate exceeding 8 percent, afflicted some 617 counties
containing over 13 million workers during the first quarter of 1998. Although these high
unemployment counties are found in every region of the nation, they tend to be grouped into
geographic clusters. Despite their wide distribution across the country, they often share a number
of economic, demographic, and locational features that distinguish them from the more
prosperous areas of the United States.

High unemployment counties overall have higher levels of the following attributes than other
counties: employment in agriculture and retail trade, state unionization rates, share of residents
who belong to a racial or ethnic minority; share of adults without a high school diploma, average
AFDC payments prior to 1996 welfare reform legislation, remoteness from cities, physical
amenities, and location in the West. These same counties have lower levels of manufacturing
and wholesale trade employment, lower employment growth, smaller shares of college graduates,

13
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smaller urban populations, and are less likely to be located in the South, once other attributes
have been controlled for.

Two-thirds of counties with high unemployment have suffered from insufficient labor demand
for most of the last two decades, with unemployment rates well above the national average. This
stability in relative unemployment rates is not surprising because many of the most important
characteristics associated with high unemployment change very slowly over time. For example,
the racial and ethnic mix of the local population may change rapidly in urban areas, but in rural
areas, where high unemployment counties are concentrated, such changes are gradual if apparent
at all. Likewise the education mix of the workforce responds primarily to changing skill
requirements. But most of the recent industrial change occurring in high unemployment
counties, as in most other places, is from manufacturing to services, which changes the skills
requirements of local employers in unpredictable ways, depending on the particular types of
services where employment growth is concentrated.

The relationship between particular local characteristics and the unemployment rate can
strengthen or weaken over time as well, and be a potential source of movement into and out of
high-unemployment status. A good example is the changing effect of women's labor force
participation. In the 1970's, women were more likely to be unemployed than men due to their
more frequent entry and exit from the workforce, as well as to the nature ofjobs deemed to be
"woman's work." The gender gap in unemployment had all but disappeared by the 1990's, and
the share of the labor force composed of women is no longer an important source of geographic
variation in unemployment (although this share still varies considerably from place to place).

Regressions of unemployment rates on data from each year of the 1990's confirm that these
relationships do change. Over the course of the decade, counties with large proportions of
minorities became more likely to have high unemployment, as did agricultural counties. Other
associations with unemployment are weaker now than was true a decade ago, including the links
between unemployment and the proportion of local workers engaged in manufacturing, retail
trade, and government; state union membership rates, and the proportion of the working-age
population who are teenagers.

What does this mean for policy interventions? First, these findings help explain why the
neoclassical solution of redistributing labor from areas of low demand to areas of high demand
through migration is simplistic. First regions where high unemployment has persisted for twenty
years (and often many more) obviously retain their populations for other reasons. Kinship and
friendship networks are often important parts of individual and family survival strategies in these
places. Workers with very low human capital, limited proficiency in English, or other severe
barriers to employment may see little reason to incur the enormous economic and social costs of
breaking these sustaining ties and moving to a low-unemployment area. Remember, too, that
many individual attributes found disproportionately in high-unemployment counties are "risk
factors" for unemployment regardless of residence. Blacks and those with less than a high
school diploma, for instance, suffer unemployment rates higher than the local average in Atlanta
just as they do in Sunflower County, Mississippi. Long distance migration exposes them to new
and unknown labor market risk while curtailing their previous support network.

14
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Even for workers without employment barriers or other labor market disadvantages, community
and family ties, and the attachment to place, may be strong enough to prevent them from seeking
higher education or better employment opportunities elsewhere. Perhaps the question ultimately
becomes whether the current geographic distribution of jobs should be taken as a given, whether
the current mapping of employment across the landscape should always be given primacy over
the non-job-related preferences of the Nation's citizens. If not, then local and regional economic
development policies assume an equal role with workforce development policies as a means of
combating persistent and severe spatial inequities.

What then? One must distinguish policies focused on changing local attributes from policies
designed to change the relationship between unemployment and the attribute. The effect of
women's labor force participation is a case of the latter, policies that removed barriers to working
women, such as child care tax credits and stronger Federal enforcement of anti-bias and sexual
harassn-st laws reduced turnover and encouraged job ladder promotion, which in turn played a
role in weakening the link between gender and unemployment. Most policies related to
demographic associations with unemployment would necessarily be of this nature. For example,
as national standardized test scores reveal, counties with large minority populations would
benefit from a variety of policies intended to promote the quality of education and training for
disadvantaged groups.

Other policies would need to be developed to change the local characteristic itself if local
unemployment rates are to be reduced. In most cases this requires a commitment to long-term,
comprehensive (not piecemeal) economic development that is rarely possible if carried out by
local stakeholders alone. A recent series of reports based on the Rural Manufacturing Survey,
designed by the Economic Research Service (USDA), concludes that technological change
requiring a more highly-skilled workforce is as evident in rural areas as in cities. Perhaps more
establishments, including those in high unemployment counties, could be encouraged to adopt
these advanced production technologies and management practices if the proper investment
incentives were more widely available, or if these incentives were better targeted to areas with
high unemployment. Such incentives would also attack persistent unemployment from several
angles because they would help alter the industry mix as well as the education and skill mix of
the area.

Policies designed to raise local educational attainment without simultaneously creating high-skill
work would prove less effective, but may still be useful in communities where intercounty
commuting is a feasible alternative to local employment. At least one previous study has
demonstrated that college graduates from disadvantaged areas will often return because of social
and family ties, even whenjob prospects are inferior to those of other destinations (Gibbs, 1998).
Although they may not work in their county of residence, they create income for local
consumption, and are unlikely to experience the job instability of their less-educated peers.
Hence raising "locally-grown" college graduates can be a good investment for non-remote
counties afflicted with persistently high unemployment.

One of the messages emerging from the analysis is that Federal anti-unemployment policies may
well be limited in what they can achieve. Few such policies could be applied across high
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unemployment areas with uniform results. Recall, for example, that the association between
agricultural employment and unemployment was negative in the Midwest, but strongly positive
in the West. Thus a policy that attempted to ameliorate unemployment by encouraging the
transfer of workers from farming to other jobs would have no impact in the former region, but
may make a real difference in the latter. Likewise tax incentives aimed at promoting advanced
production technologies in rural manufacturing establishments would both encourage
manufacturing and the presence of college graduates. Yet northeastern counties would find this
strategy far more compelling than those in the West as a way of reducing unemployment Thus it
should be considered carefully whether a proposed policy is more sensibly implemented at a
state, or even local, level rather than nationally.

Another potential problem with "one-size-fits-all" policies is that not all high unemployment
counties exhibit most of the local attributes associated with high unemployment. For example,
239 high unemployment counties have adult educational attainment levels above the average for
all counties. The 617 high unemployment counties also include 302 that are not in remote,
sparsely settled areas and 353 with below-vverage shares of Black and Hispanic residents.
Diversity of conditions should not be a stumbling block to creating local unemployment
solutions, but again, a call to consider the proper source of public intervention (federal, state,
local), and to target assistance according to local needs rather than a broad-brush approach.
Note, too, that while many of these counties a number of the critical ingredients for high
unemployment, nearly all of them possess at least major risk factor. To illustrate, if educational
attainment levels, presence of racial/ethnic minorities, employment growth, and
urbanization/remoteness are considered simultaneously, only 22 of the 617 are atypical high
unemployment counties in all of these attributes.

It must be acknowledged that effective and sensible remedies may not exist in all cases. Clearly
a policy to reduce the physical amenities of a county for the sake of reducing unemployment
would encounter stiff opposition. Neither would it improve the welfare of workers in the long run
to enact policies to discourage unionization efforts. Even where remedies do exist, the ability to
change a characteristic or its association with unemployment may be limited by deeply-
embedded historical or economic realities. Counties with large proportions of Blacks and
Hispanics have legacies of underinvestment in human and physical capital, and of low-paying,
unstable jobs, which affect their attractiveness for prospective new employers as well as their
ability to generate new entrepreneurial activity internally. Without a fundamental shift in the
mix ofjobs, policies aimed at equality in hiring and promotion can only work at the margins of
unemployment reduction.

Finally policies designed to reduce unemployment without considering other measures of
workers' well being create more problems than they solve. Local economic development
initiatives aimed at attracting any industry, for instance, may well increase employment. Yet if
average new job quality is low, areas that pursue this strategy also increase the risks associated
with a high-turnover labor force and employers who view the county as a convenient source for
cheap labor, at least until a better location can be found. For some counties, this may be the only
feasible approach, but it should always be a last resort.
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The preferable anti-unemployment strategy, from both a local and a national prospective, is
really very much an economic growth strategy as well. Such a strategy should proceed along
two broad lines: aggressive human capital investments in school quality, college enrollment, and
job training; and concurrent assistance and encouragement of advanced technology employers,
who demand a higher-skill workforce and are less exposed to the threat of competition from
cheaper labor elsewhere. Recall that earnings and unemployment were found in this analysis to
be very weakly associated. A county need not fear being saddled with a "high-wagethigh-
unemployment" labor mix if high wages flow from a well-prepared workforce engaged in
advanced production processes. On the contrary, as the global economy becomes increasingly
integrated, high wages and employment levels are likely to form a necessary partnership to
ensure local prosperity in the next century.
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Twenty-five Largest High Unemployment Counties
Ranked by 1997 Population

County Popu on Unemployment
J(1997 Est.)I Rate

1. Kings, NY 2,240,384 10.5
2. Queens, NY 1,975,676 8.1

3. Bronx, NY 1,187,984 11.1
4. Fresno, CA 754,396 16.8

5. El Paso, TX 701,576 10.1

6. Baltimore (city), MD 657,256 9.1
7. Kern, CA 628,605 14.2
8. Hudson, NJ 551,451 8.1
9. San Joaquin, CA 542,504 12.8
10. District of Columbia 528,964 9
11. Hidalgo, TX 510,922 19.2
12. Stanislaus, CA 421,818 14.5
13. Richmond, NY 402,372 8.1
14. Monterey, CA 361,907 17.2
15. Tulare, CA 353,175 18.3
16. Cameron, TX 320,801 12.8
17. Santa Cruz, CA 240,488 10.4
18. Atlantic, NJ 236,569 8.7

19. Yakima, WA 218,318 13.1
20. Barnstable, MA 205,128 8.5

21. Merced, CA 196,123 19.7

22. Butte, CA 194,160 10.2

23. Webb, TX 183,219 9.7

24. St Lucie, FL 179,559 8.2

25. Dona Ann. NM 168.470 9.9
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Characteristics of Low and High Unemployment Counties
Based on uwunplaymmn ro afo, dwe 1t qunr of 1998

Important Low High Very Hg
Unemployment Unemployment Unemployment

(<-8 %) (>' %) (>10 %)

Coanty Group
Characterlitic

Total number 2523 617 320

(perent with chorocteristic)

EmploymentLoss, 1996-97 35 45 47

Hib Earnings(>30K prjob) 23 13 13

"Lage' Blak Pop (>25%) 11 19 21

'Large"HispanicPop(>25%) . . 4 8 12

'Large' Indian Pop (>25%) 4 4

"Luge" Minoity Pop (>25%) 16 31 36

'Large" College Pop (>20%) _ 13 3 2

'Large" Dropout Pop (>40%) 1 16 36 41

Northeast 7 8 4

Midwest 30 32 33

South 52 34 29

West . 11 25 33

Metro C 31 9 *8

Nownetro 69 91 92

Charaeteristiws of nomnetro

Forming-dependent 27 16 16

Servicesdependent is 12 12

Nonspecialized 21 21 18

Manufacturing-dep 22 22 18

GovL-dependent 9 16 21

Mining-depnedent . 5 lo 10



Relationship Between County Characteristics and Unemployment Rates

An increase in

An increase in

An increase in

An increase in

An increase in

An increase in

An increase in

O An increase in

An increase in

An increase in

An increase in

An increase in

An increase in

Residence in

employment growth, 1996-97,

local earnings per job

state's unionization rate

average state AFIC payment (1995)

employment share in agriculture

employment share in manufacturing

employment share in wholesale trade

employment share in retail trade

percent Black

percent Hispanic

share of adults with college degree

share of adults without a HS diploma

the value of the amenity index

the South

Residence in the West

Residence in a small, remote county

lowers the unemployment rate by 0.41 percentage points

raises the unemployment rate by 0.24 percentage points

raises the unemployment rate by 0.64 percentage points

raises the unemployment rate by 0.22 percentage points

raises the unemployment rate by 0.12 percentage points

lowers the unemployment rate by 0.13 percentage points

lowers the unemployment rate by 0.36 percentage points

raises the unemployment rate by 0.39 percentage points

raises the unemployment rate by 0.47 percentage points

raises the unemployment rate by 0.30 percentage points

lowers the unemployment rate by 0.46 percentage points

raises the unemployment rate by 0.95 percentage points

raises the unemployment rate by 0.23 percentage points

lowers the unemployment rate by 0.27 percentage points compared
with residence in the North

raises the unemployment rate by 0.33 percentage points compared
with residence in the North

raises the unemployment rate by 0.51 percentage points compared
with residence in a large city.
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