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Labor Month In F

The June Review

As we come to press, the catastrophic
hurricanes of 2005 are still a vivid
memory. Michael L. Dolfman, Sol-
idelle Fortier Wasser, and Bruce
Bergman investigate the effects of
Hurricane Katrina on the economy
and labor market of New Orleans.
They find that despite significant
job losses almost across the board,
the three key industries in the New
Orleans economy survived. By sur-
viving, tourism, port operations (in-
cluding at-sea petroleum mining),
and educational services provide a
base for the city’s eventual recovery.

Paul E. Gabriel and Susanne
Schmitz analyze gender differences
among workers’ occupations and em-
ployment patterns. They find that
differences in occupational distribu-
tions have remained fairly stable and
that shifts across occupational lines
are not much different than they were
in the past. When they did a more
detailed examination of those shifts,
Gabriel and Schmitz discovered that
to reach a more gender-neutral occu-
pational distribution, women would
have to move in large numbers from
white- to blue-collar jobs. They con-
clude, “This is unlikely, however, in
light of recent occupational employ-
ment patterns and choice by gender.
Thus, U.S. women in their thirties
and forties do not appear to encoun-
ter significant levels of involuntary
segregation across broad occupational
categories.”

Families and employment

Among married-couple families, 83.8
percent had an employed member in
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2006, unchanged from 2005. The pro-
portion of married-couple families in
which only the husband worked de-
clined to 19.8 percent in 2006 from
20.2 percent in 2005. The proportion
of married-couple families in which
only the wife worked remained at 6.5
percent. The proportion that was dual-
worker couples (both husband and
wife employed) rose from 51.3 per-
cent to 51.8 percent. The proportion
of married-family couples in which
no family member was employed was

16.2 percent in both 2005 and 2006.
Multifactor productivity

In the private business sector, mul-
tifactor  productivity—output  per
combined units of labor and capital
inputs—grew at an annual rate of
1.1 percent in 2006. The multifactor
productivity gain in 2006 reflected a
3.8-percent increase in output and a
2.7-percent increase in the combined
inputs of capital and labor. Capi-
tal services grew 3.0 percent. La-
bor input posted an increase of 2.6
percent, as both hours worked and
labor composition rose. A change
in multifactor productivity reflects
the change in output that cannot
be accounted for by the change in
combined inputs of labor and capi-
tal. To learn more, see “Preliminary
Multifactor ~ Productivity =~ Trends,
2006,” news release USDL 07-0758.

Time use

On an average weekday in the 2003-
2005 period, full-time university and
college students spent 3.1 hours en-
gaged in educational activities. Stu-
dents spent 8.5 hours sleeping, 4.1
hours in leisure and sports activities,

and 2.7 hours working, on average.
Traveling took 1.5 hours of the aver-
age student day, eating and drinking
took 1.0 hour, and grooming, 0.7 hour.
All other activities combined averaged
2.4 hours out of the 24-hour weekday.

Married women ages 25 to 54
who were employed full time and
lived with a child under 6 spent fewer
hours per weekday in 2005 caring for
household children than women who
were not employed or only worked
part time. Women who worked full
time also spent fewer hours engaged
in leisure and sports activities, house-
hold activities, and sleeping than
women who were not employed or
only worked part time. (Household
activities include housework, food
preparation and cleanup, lawn and
garden care, and household manage-
ment.)

In 2005, employed individuals age
65 and older spent 2.4 fewer hours
on average per day engaged in leisure
time activities than those who were
not employed. Those who were not
employed spent most of their ad-
ditional leisure time watching TV
(1.3 hours) and reading (0.5 hour).
Watching TV was the most common
leisure activity for both groups.

To learn more about how people
in various groups spent their time, see
Charts from the American Time Use
Survey online at www.bls.gov/tus
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The effects of Hurricane Katrina
on the New Orleans economy

Hurricane Katrina devastated the New Orleans economy;

tourism, port operations, and educational services,

the foundation of the city’s economy,
survived, offering a base for recovery

n August 29, 2005, Hurricane
O Katrina made landfall on the gulf

coast of the United States, east of
New Orleans,! with the storm’s eye passing
within 10 to 15 miles of the city. The effect
on New Orleans, as well as on the entire
coastal region, was devastating.

In the aftermath of the storm, about 80
percent of the city (much of which is be-
low sea level) was flooded. A recent article
estimated damages in excess of $200 bil-
lion, making Katrina one of the most eco-
nomically costly hurricanes ever to strike the
United States.” Reacting to the widespread
destruction, the 109th Congress enacted
two supplementary appropriation bills to-
taling $62.3 billion for emergency response
and recovery needs.’ The death toll has been
estimated at more than 1,200.* In addition,
tens of thousands of citizens were evacuated
to other parts of the Nation.

Besides taking its toll on the human,
social, and psychological fabric of the city,
the storm had a notable effect on the city’s
economy, its labor market dynamics, and its
individual businesses. Just what these effects
were has been the subject of some discus-
sion. This article joins the discussion in its
analysis of employment and wage data.

In what follows, trends in employment and
wage patterns based on data provided by the

Quarterly Census of Employment and Wages
(QCEW) program of the Bureau of Labor Sta-
tistics (BLS, the Bureau) are compared before
and after the storm to measure the extent of the
losses during the first 10 months (September
2005 to June 2006) following Katrina.

The findings indicate the extensive effect of
Katrina on the New Orleans labor market. The
over-the-year loss to the city economy averaged
95,000 jobs during the first 10 months after the
hurricane. The job-loss trough occurred in No-
vember 2005, when the employment total was
105,300 below what it had been a year earlier.
Ten months after the hurricane, in June 2006,
the over-the-year job loss had diminished
to 92,900. The loss in wages during the 10
months following Katrina was approximately
$2.9 billion, with 76 percent of it, or $2.2 bil-
lion, associated with the private sector.”

The New Orleans economy

In order to understand fully the economic
impact of Hurricane Katrina on New Or-
leans, it is important to assess the impact
of the economic forces driving the city. In
making this assessment, two approaches of-
fer insights.

The first approach, which occupies the
next section and to which the analysis returns
at the end of the article, evaluates the diver-

Monthly Labor Review « June 2007 3



Effects of Katrina on New Orleans

sity within the New Orleans economy compared with that
of the Nation. This comparative and static approach uses
location quotients based on employment concentration by
industry sector; it points out which industrial sectors of
the New Orleans economy have a higher concentration
of jobs compared with those same industrial sectors of the
national economy. (If a New Orleans industry has a greater
share than expected, compared with the U.S. share of that
industry, then the industry, with its “extra” employment, is
assumed to be “basic,” or an export industry, because those
additional jobs are above what a local economy needs to
serve local needs. Basic New Orleans industries become
particularly relevant in assessing New Orleans opportuni-
ties for recovery, because it is those industries which con-
nect New Orleans to the rest of the Nation.)

Generalizing the analysis from industry concentration
to include the total New Orleans economy, the second
analytic approach is a time-focused comparison of chang-
es in the total number of jobs, total wages, and average
weekly wages, which together define the New Orleans’
labor market. Assessing these changes affords additional
insights, because they represent New Orleans at two dif-
ferent points in time and underscore temporary popula-
tion displacement and its effect on the local economy.
This approach, which provides a basis for assessing the
effects of Katrina, will be utilized throughout the rest of
the article.

Export industries of New Orleans

As can be seen in table 1, the New Orleans economy can
be compared to a three-legged stool, with tourism, port
operations, and education serving as the legs of the stool
and thereby providing its foundation.

Tourism (arts, entertainment, and recreation; accommodation
and food service).  As is widely recognized, New Orleans
is, or at least has been, among the most visited cities in the
United States. Besides the attraction of its French Quar-
ter, its internationally renowned restaurants, and its first-
class accommodations, a series of celebrations, including
Mardi Gras, the New Orleans Bowl, the Sugar Bowl, and
the New Orleans Jazz and Heritage Festival, has drawn
thousands of tourists to the city.

Port operations (mining; transportation and warebousing).
Less recognized than tourism is the importance of the
Port of New Orleans. In combination with the Port of
South Louisiana located in nearby LaPlace, the Port of
New Orleans handles the most bulk tonnage in the world.
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About 5,000 ships from nearly 60 countries dock at the
Port of New Orleans each year. Chief exports—to other
countries and different regions of the Nation—include
grain and foodstuffs produced by Midwestern farmers and
petroleum products mined in the Gulf of Mexico. Among
the port’s leading imports are chemicals, petroleum, cof-
fee, and cocoa beans. The port handles more trade with
Latin America than any other U.S. gateway.®

Educational services.  Also less recognized than tourism is
the role of New Orleans as a center of higher education.
Located within the city are Tulane University, the Uni-
versity of New Orleans, Loyola University New Orleans,
Xavier University of New Orleans, Southern University of
New Orleans, Dillard University, and the Louisiana State
University Medical School. In addition, a number of com-
munity colleges and technical schools lie within the city’s
boundaries. Of special note is the fact that Dillard, Xavier,
and Southern University—all serving predominantly Afri-
can-American students—have educated significant num-
bers of professionals who have resided in the city.

Pre-Katrina

From 1990 to 2000, the U.S. economy, as measured by
total employment, grew by 19.5 percent, or 21.4 million
jobs. During the same period, the country’s population in-
creased by 13.1 percent, or 32.7 million people.” In New
Orleans, however, the results were different: during the
decade, the city lost both jobs and population (as regards
the latter, more than 12,000 residents, or 2.5 percent of
the city’s population base).

In 1990, almost half of employment in New Orleans
(48.5 percent) was associated with four sectors: accom-
modation and food services (10.9 percent), retail trade
(9.3 percent), health care and social assistance (9.2 per-
cent), and government (19.1 percent). In the aggregate,
these four sectors provided 39.8 percent of the total wages
generated in the city.

Accommodation and food services, a significant part of
the “three-legged stool,” is also an export New Orleans in-
dustry. By contrast, in local industries, such as retail trade
and health care and social assistance, job levels are related
to the local population size and reflect the needs of that
population.

The 1990 New Orleans average weekly wage in private
industry, $424, was 2.1 percent below the national aver-
age of $433, due to fact that a high percentage of New
Orleans jobs were in the lowest paying sectors, namely, ac-
commodation and food services, and retail trade.® Despite



(/R Second-quarter employment location quotients, Orleans Parish, 1990, 2000, and 2004
Industry 1990 2000 2004

Total private industry (D@Se) .......ccccovvueiiiiiiiiiiiie e 1.00 1.00 1.00
Agriculture, forestry, fishing, and hunting...........ccccccoeiiniiennn. .02 .03 .03
IVHINING e et 6.66 6.64 4.62
UIIHIES .ottt 1.28 .75 1.00
CONSIIUCHION ..o 52 .61 51
ManUfaCtURING ........ooiiiiii e 38 .34 30
Wholesale trade..........ccccuviiiieiiiiiiiee e 85 .78 63
Retail trade ........ooouvvveeieeeeeeeee e .79 73 71
Transportation and warehousing ...........ccocceeeiiiieeiiiee e, 2.25 1.63 1.44
INFOrM@AtION. ... 1.02 .78 90
Finance and iNSUranCe ............coeeveiiiiiiiiiee e 1.07 .99 93
Real estate and rental leasing...........cccooeeiiiiiiiiiciccec 1.14 1.10 .94
Professional and technical SEervices ...........ccoovvvveeeieiiiiieeneeeeenn, 1.18 1.04 1.15
Management of companies and enterprises .............ccccoeeveueene .87 1.53 1.53
Administrative and waste Services...........cccccceveevviiieeee e, 1.22 1.1 1.19
Educational SErviCes.........cccuuveeeeiieeiiieee e 2.76 2.16 2.52
Health care and social assistance.............cccccvvveeeeieiiiiiieneeeen, 1.12 1.1 1.04
Arts, entertainment, and recreation ............ccccoceeeeiieieiiee s .92 2.26 2.19
Accommodation and food Services...........cccceevviviiiiieeeeeiciieen. 1.53 1.77 1.85
Other services, except public administration.............ccccoceveeene 1.06 1.09 96
Port 0perations ..........cooiii i 3.02 1.80 1.80
B o104 1= o ISR 1.43 1.52 1.90

this relatively low average wage, a defining strength of
the city’s economy was its wide distribution of industries
providing employment opportunities. Other than tour-
ism, which represented 12.2 percent of employment, and
government, which, as mentioned earlier, accounted for
19.1 percent of jobs, no individual sector dominated the
economic landscape.

By 2000, a shift had taken place in the New Orleans
employment base: the city lost 2.3 percent of its 1990 pri-
vate-sector job base. (See table 2.) But this loss was only
part of the story. During the decade, the tourism indus-
try increased in importance until, by 2000, it represented
16.0 percent of employment and 8.0 percent of the total
wages generated in the city. Government also increased in
significance and represented 20.8 percent of all jobs and
24.7 percent of total wages. In 2000, 1 out of 5 people
working in New Orleans was employed by Federal, State
or local government, 1 out of 6 in tourism, and 1 out of
10 in health care.

In 10 years, the national average weekly wage in private
industry had increased to $648, 13.1 percent higher than
in New Orleans.” Thus, in terms of average wages, the
gap between New Orleans and the Nation had widened.
Both the level and the change in average wage underscore
the importance of the “three-legged stool” to the New
Orleans economy. Although the average New Orleans

wage was below that of the United States, the city did
have an array of high-paying industries. Table 3 shows
the 10 highest average weekly wages among New Orleans
subsectors in 1990 and 2004. Oil and gas extraction, water
transportation, and warehousing and storage—all impor-
tant elements of the “three-legged stool”™—were among
the highest ranked industries in the city.

Similarly, despite job losses and relatively low average
wages in the city, a number of subsectors experienced no-
table increases in wages between 1990 and 2004. Five of the
10 industries with the largest increases during this period
were from the “three-legged stool” sectors, as indicated in
table 4. In all of these subsectors, wages grew at a rate that
was almost 2 times the all-industry average for the city.

Job and population losses in New Orleans, identi-
fied during the 1990s, continued into the 21st century.
By 2004, the New Orleans economy had lost more than
16,000 jobs (6.2 percent) since 2000. (See table 5.) The
city’s population declined by an additional 23,000 resi-
dents, or 4.7 percent, during the same period.

By comparison, during this same timeframe U.S. popu-
lation increased by 4.1 percent, or 11.5 million. Employ-
ment in the country, however, remained relatively fixed,
declining by about 860,000 jobs, or less than 1 percent.'
The average weekly wage in New Orleans private industry
increased to $643, while in the Nation the average weekly
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Effects of Katrina on New Orleans

el M Second-quarter employment and wages, Orleans Parish, 2000
Average Percent of Percent Total Percent of A
monthly Orleans changein Orleans verage
Industry employment Parish employment, V\flal_ges Parish total weekly
(thousands) employment| 1990-2000 (millions) wages wage
Al industries........cccceoeieieieee 266.5 100.0 -0.1 $2,088.3 100.0 $603
Private.......c.coooeviiiiieeee e 211.0 79.2 -2.3 1,572.8 75.3 573
Agriculture, forestry, fishing, and
hunting ..o N " 451 3 " 322
MiNING ..o 6.5 2.4 -38.3 109.0 5.2 1,298
ULIlItIES oo .9 3 -61.7 13.7 7 1,217
Construction....... 7.9 3.0 221 62.5 3.0 610
Manufacturing .... 11.3 4.3 -30.4 107.5 5.1 730
Wholesale trade. 8.6 3.2 -17.8 86.3 4.1 770
Retail trade.........cccovvvieiiice 21.2 8.0 -14.9 103.6 5.0 376
Transportation and warehousing ...... 13.0 4.9 -22.7 116.9 5.6 692
Information.........ccccoevieiiiiieees 54 2.0 -19.3 57.1 2.7 810
Finance and insurance 10.5 3.9 -18.0 117.2 5.6 857
Real estate and rental leasing .......... 4.3 1.6 -8.8 26.5 1.3 475
Professional and technical
SEIVICES .onveieeeiieeeeiieeaseeeeeeee e 13.4 5.0 -1.2 150.2 7.2 861
Management of companies and
ENtErpriSes .....cccevvevreieiieiieeseeens 5.2 2.0 1451 62.2 3.0 916
Administrative and waste services.... 17.2 6.4 29.3 75.8 3.6 340
Educational services..........ccccceeueeeen. 7.5 2.8 -15.1 79.9 3.8 818
Health care and social assistance .... 26.6 10.0 8.1 185.4 8.9 536
Arts, entertainment, and recreation... 8.3 3.1 144.0 42.3 2.0 392
Accommodation and food services... 34.3 12.9 18.0 134.5 6.4 302
Other services, except public
administration...........cccoeiiiiiinns 8.7 3.3 -4 41.7 2.0 368
Port operations..........ccccccoeevviviiieeennn. 19.5 7.0 -28.7 225.9 11.0 893
TOUMISIM ..o 42.6 16.0 31.2 176.8 8.0 319
Federal government..........ccccoceeiiene 13.9 5.2 1.1 160.0 7.7 885
State government 18.5 6.9 21.4 153.3 7.3 637
Local government 23.1 8.7 54 202.1 9.7 673
' Less than 0.1 percent.

wage rose to $712, about 11.0 percent higher than the
New Orleans figure. Tourism maintained its importance
in the city’s economy, representing 16.0 percent of jobs
and 10.0 percent of total wages.

Despite the overall decrease in the city’s employment
base compared with 2000, jobs in professional and techni-
cal services increased by 3.3 percent from 2000 to 2004.
With average weekly wages of $964, this was one of the
highest paying sectors among the city’s private establish-
ments and represented 7.9 percent of total wages, second
only to health care and social assistance.

By the end of June 2005, private-sector employment in
New Orleans continued its decline. The second-quarter
average figure of 191,701 jobs represented a further de-
crease of about 3,500 jobs, or 1.8 percent, compared with
the figure for the same quarter the previous year.
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Post-Katrina

To gain a clear picture of the effect of Katrina, this section
presents a series of charts that display various monthly
time series of over-the-year employment changes from
2004 to 2006. Monthly data from January 2004 to June
2006 summarize employment and total pay (exclusive of
benefits) of workers covered by State and Federal unem-
ployment insurance. Coverage is broad and is estimated at
97.0 percent of all wage and salary employees working in
New Otrleans during the 200406 period.

The methodology presented compares employment
levels in the current month with those of the same
month in the previous year. (The 42 data points are thus
reduced to 30 in each chart.) This approach overcomes
problems associated with seasonal patterns in employ-



Il /XM Subsectors with the highest second-quarter
average weekly wage, Orleans Parish, 1990

and 2004
Average
Subsector weekly wage
1990
Private iNdUuStry ........ccocoeererieiieiesieieias $424
Securities, commodity contracts, and
iNvestments .........cccceviiieieciceeeee 931
Oil and gas extraction............ccccceeeieeennes 926
ULIlItIES .o 867
Fabricated metal product manufacturing.. 759
Chemical manufacturing.............cccceeeeee. 691
Water transportation............ccccocceeenieen. 691
Lessors of nonfinancial intangible assets 670
Professional and technical services ........ 631
Warehousing and storage ............cccc.e.... 628
Telecommunications...........ccccooeeeeiineen. 624
Insurance carriers and related activities.. 624
2004
Private industry .........cccocooiiiiiiinie 643
Oil and gas extraction.............ccccceeveenne. 2,199
Securities, commodity contracts, and
iNvestments .........ccocvveiiiiciiic e 2,160
ULIIIEIES e 1,528
Water transportation............ccccccoieeeeennn. 1,328
Lessors of nonfinancial intangible assets 1,303
ISP’'s, search portals, and data processing 1,228
Management of companies and
ENLEIPriSES....uvviiiiee e 1,112
Transportation equipment manufacturing 1,100
Chemical manufacturing.............ccccceeenee. 1,096
Broadcasting, except the Internet............ 994

ile]J-X:M Subsectors with the largest percent growth in
second-quarter average weekly wages, Orleans
Parish, 1990-2004

Average
Subsector weekly wage
1990 2004

Private industry ..........ccccceeveeieieeieeceeee $424 $643

ISP’s, search portals, and data processing.. 235 1,228

Performing arts and spectator sports........ 302 926

Oil and gas extraction .............cccccoeereeenen. 926 2,199

Amusements, gambling, and recreation.... 207 484
Securities, commodity contracts,

investments ..........ccveevveeiieee 931 2,160
Management of companies and

ENLEIPrISES ...oeiiniiiieiiieeeeie e 508 1,112

Educational services...........cccocoeviiiieenns 414 816

Merchant wholesalers, nondurable goods 474 930

Lessors of nonfinancial intangible assets . 670 1,303

Water transportation .............ccccoeiiieninenn. 691 1,328

ment data that are not seasonally adjusted.

Not all industries were affected to the same extent by
the hurricane, because the economic circumstance of each
sector varied. Before Katrina, some industries were grow-

ing and others were contracting. To evaluate the impact of
Katrina on rates of growth (or decline), as well as to as-
sess the magnitude of the loss, a trend line was inferred
from January 2003 to August 2005. The deviation from
this trend line during the subsequent months indicates the
impact of Katrina, not only in terms of job loss, but also on
the rate of sector growth, and both of these were considered
in evaluating the economic effects of the hurricane.

Describing the loss

Chart 1 presents a picture of job losses in the New Or-
leans economy from January 2004 to June 2006. Both
the gradual, but steady, loss of jobs—from January 2004
to August 2005—and the dynamic and catastrophic loss
of jobs—from September 2005 to June 2006—are rep-
resented. The trend line extrapolates what the New Or-
leans economy would likely have looked like had Katrina
not occurred.' As stated previously, the findings indicate
Katrina’s devastating effect on New Orleans’labor market.
During the first 10 months after the hurricane, the city
suffered an over-the-year average loss of 95,000 jobs. At
the trough of the job loss, in November 2005, employ-
ment was 105,300 below the previous year’s November
figure. By June 2006, the over-the-year job loss, though
smaller, was still substantial (92,900). Lost wages over
the 10-month period from September 2005 to June 2006
were about $2.9 billion, with 76 percent of the loss attrib-
utable to the private sector.

Job losses by sector: a visualization

To provide additional information about the effects of
Katrina, this section examines separate sectors of the New
Orleans economy to see how they responded to the storm
and its aftermath.

Tourism. As noted earlier, tourism had been one of the
bright spots in the New Orleans economy in terms of
employment. Between 1990 and 2004, jobs grew by 33.0
percent (10,715) in the sector, and they continued to grow
in the months preceding the hurricane. As chart 2 shows,
the industry was particularly hard hit by Katrina. First,
tourism experienced the largest job loss among all sec-
tors; second, tourism would have shown further gains in
employment had the hurricane not struck the city.

During the 10-month period studied, the tourism
industry lost approximately 22,900 jobs. Over the 10
months following the hurricane, the loss in wages in the
sector was about $382.7 million.

Monthly Labor Review « June 2007 7



Effects of Katrina on New Orleans

l[cJCEM Second-quarter employment and wages, Orleans Parish, 2004
Average Percent of Percent Percent of
Industr monthly Orleans changein Total wages Orleans Average
y employment Parish employment, (millions) Parish total weekly wage
(thousands) employment 2000-04 wages
All industries .........cccooveeieeneenn. 249.9 100.0 —6.2 $2,192.3 100.0 $675
Private.......cccoooiiiiiiiiin 195.2 78.1 -7.5 1,631.6 74.4 643
Agriculture, forestry, fishing, and
AUNEING coveee e A " -12.2 3 " 352
Mining 4.3 1.7 -33.3 105.5 4.8 1,884
Utilities 1.0 4 16.9 201 .9 1,528
Construction..........occoeeeiiieenieeee. 6.4 2.6 -18.6 59.5 2.7 714
Manufacturing .........ccccooeieienieennnn. 7.6 3.0 -33.0 84.2 3.8 852
Wholesale trade.. 6.3 2.5 -26.5 72.9 3.3 885
Retail trade.........cccooiiiiiiiiien 19.0 7.6 -10.4 105.4 4.8 426
Transportation and
warehousing........cccoeceeeiiiieenineene 10.3 4.1 -20.7 99.7 4.5 744
Information........cccoceeeiiiiii 5.0 2.0 -7.2 47.9 2.2 733
Finance and insurance..................... 9.7 3.9 -7.6 120.2 5.5 951
Real estate and rental leasing ......... 3.5 1.4 -18.6 23.7 1.1 522
Professional and technical services. 13.9 5.5 3.3 173.6 7.9 964
Management of companies and
eNterpriSes ......cccvvvveeeeeiiiiiiieeeeeens 4.7 1.9 -10.6 67.5 3.1 1,112
Administrative and waste services... 16.8 6.7 -2.2 79.4 3.6 364
Educational services..........ccccoecueenne 9.5 3.8 26.1 100.4 4.6 816
Health care and social assistance ... 26.1 10.5 -1.8 214.3 9.8 631
Arts, entertainment, and recreation.. 7.7 3.1 -7.8 57.6 2.6 579
Accommodation and food services.. 35.6 14.2 3.6 156.1 71 338
Other services, except public
administration..........ccccceeiiieninn. 7.4 3.0 -15.0 40.6 1.9 421
Port operations..........cccoccceviiinennnn. 14.6 5.0 -1.8 205.2 9.0 1,080
TOUMSM .o 43.2 16.0 2 213.8 10.0 381
Federal government............cccceeeeee. 12.8 5.1 -8.1 179.7 8.2 1,082
State government ... 19.4 7.7 4.5 190.1 8.7 756
Local government ...........cccceevineenen. 22.6 9.0 21 191.0 8.7 650
" Less than 0.1 percent.

Port operations. Chart 3 points up the effects of Katrina
on port operations. As the chart shows, employment was
severely affected by Katrina, the sector having added
jobs prior to the hurricane. After a precipitous decline
commencing in August 2005, the sector started to re-
bound. However, the rebound was short lived, and due to
the higher wages paid in the sector, the overall financial
impact of the jobs that were lost was disproportionately
higher than the impact in the tourism sector. During the
10-month period, port operations saw about 3,500 jobs
disappear and lost wages amounted to approximately
$136.1 million.

Professional, scientific, and technical services. In 2005,
prior to the hurricane, the professional, scientific, and
technical services sector recorded a loss of jobs during
most of the year. Like the entire New Orleans economy,
the sector experienced a precipitous decline after August
2005, but demonstrated a marked improvement begin-
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ning in September. As chart 4 shows, the professional
and technical services sector was one of the bright spots
in the New Orleans economy, returning to its pre-Ka-
trina employment trend line by mid-2006. During the
10-month period, the sector lost approximately 1,680
jobs overall. The loss of wages was about $84.6 million.

Construction. 'The construction sector has been the one
industry registering job gains in the New Orleans econ-
omy. Immediately following the hurricane, job losses
were registered, but as recovery efforts began and then
took hold, there was an overall increase in employment
during the 10-month period examined. (See chart 5.)
The sector posted a net gain of 4,927 construction jobs,
adding $1.8 million to the city’s economy.

Educational services. The educational services sector
had experienced volatility in employment even before
Katrina devastated the city. In the aftermath of the
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(oM Over-the-year changes in employment in the port operations industry, New Orleans,
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Chart 5.

Over-the-year changes in employment in the construction sector, New Orleans,

January 2004 to June 2006
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hurricane, the sector reached its nadir in job losses in
November 2005, after which it began a steady recovery.
By May 2006, educational services had almost reached
pre-Katrina employment levels; however, employment
losses began again soon after. (See chart 6.) During the
10-month period, educational services lost approxi-
mately 1,910 jobs, amounting to $66.4 million in lost
wages.

Health care and social services. Job losses in the health
care and social services sector mirrored those of the New
Orleans economy as a whole. That is, precipitous losses
occurred immediately following Katrina, and significant
losses continued throughout the 10-month period stud-
ied. (See chart 7.) During that period, health care and
social services posted a loss of 13,418 jobs, with $377.8

million in lost wages.

Employment and wages

As shown in charts 27, Katrina’s devastating effect on
the New Orleans economy was not shared equally by

all sectors. In assessing the 10-month aftermath of the
hurricane, it becomes apparent that sectors having the
lowest average weekly wage were hardest hit. Besides
eliminating jobs from the New Orleans economy, the
loss of these lower paying jobs had an effect on the entire
economic structure by raising the average weekly wage
for the city. In order to further a more complete under-
standing of that effect, this section divides the post-Ka-
trina period into three specific quarters and analyzes the
economic impact of the storm during each quarter.

Fourth quarter, 2005. For the months of October,
November, and December 2005—the timeframe that
immediately followed the hurricane—average over-
the-year job losses were 103,316, or 41.7 percent of the
city’s fourth-quarter, 2004, job base. (See table 6.) An
examination of these job losses reveals that 46.1 percent
were centered in just three sectors: retail trade, which lost
12,140 jobs, or 62.8 percent of its job base; accommoda-
tion and food services, in which 21,133 jobs, or 59.3 per-
cent of its job base, were eliminated; and health care and
social assistance, which lost 14,330 jobs, or 56.4 percent

Monthly Labor Review « June 2007 11



Effects of Katrina on New Orleans

Over-the-year changes in employment in the educational services sector,
New Orleans, January 2004 to June 2006

Chart 6.
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l[clJCXM Fourth-quarter employment and wages, Orleans Parish, 2005
Average Percent of Percent Percent of Over-the-
Industry monthly Orle?ns changein Total wages O.rleans Average | year percent
employment Parish employment, | (millions) Parish total | weekly wage | changein
(thousands) | employment 2000-05 wages wage
All industries 144.2 100.0 —41.7 $1,838.8 100.0 $981 294
Private........coocoiiiiiiiii 110.1 76.4 —43.2 1,429.1 77.7 998 34.0
Agriculture, forestry, fishing,
and hunting .........cccoeeeenennne. ) ® -27.2 4 Q) 708 58.7
Mining ........c..... 41 2.9 3 104.0 5.7 1,943 5.6
Utilities .......... 1.0 7 -9 18.3 1.0 1,428 -9
Construction 53 3.7 -12.0 74.4 4.0 1,076 25.8
Manufacturing ..........ccccoevvriene 6.1 4.2 -20.2 84.0 4.6 1,059 6.8
Wholesale trade............ccc........ 4.5 3.1 -27.8 67.9 3.7 1,170 14.3
Retail trade.........cccccoviiiiiinns 7.2 5.0 -62.8 52.5 2.9 562 20.9
Transportation and
warehousing........cccceeveeveeeene 7.4 5.1 -31.7 99.4 5.4 1,035 22.6
Information..................... 3.9 2.7 -34.6 47.5 2.6 942 31.2
Finance and insurance............. 6.1 4.2 -35.0 116.8 6.4 1,481 35.6
Real estate and rental
1easing.....cccooveiiiiieeiieee 1.9 1.3 —46.8 18.6 1.0 758 253
Professional and technical
SEIVICES ..oviiiiieiieeieeeie e 11.8 8.2 -15.7 226.5 12.3 1,481 2.9
Management of companies
and enterprises .........cocoeeeennee 2.7 1.9 411 51.4 2.8 1,462 20.3
Administrative and waste
SEIVICES ..oeiiiiieeiiea e e 9.0 6.2 —40.1 109.3 5.9 938 77.0
Educational services................ 6.0 4.2 -35.6 87.6 4.8 1,117 36.6
Health care and social
assistance ..........cccceeviiieenne 111 7.7 -56.4 111.5 6.1 774 3.3
Arts, entertainment, and
ecreation .........ccceeeneenieenn. 3.7 2.6 -51.3 43.3 2.4 893 41.1
Accommodation and food
SEIVICES ..ot 14.5 10.1 -59.3 81.1 4.4 430 254
Other services, except public
administration............ccccce.e. 3.6 2.5 -53.8 30.9 1.7 663 31.5
Port operations..............ccccee... 11.5 8.0 -22.9 203.4 111 1,118 21.6
TOUMSM ..o 18.2 16.6 -57.9 124.4 8.7 394 33.0
Federal government................... 1.4 7.9 -94 195.6 10.6 1,319 17.3
State government 16.3 1.3 -17.2 158.3 8.6 745 1.9
Local government 6.4 4.4 -70.3 55.8 3.0 675 -2.0
' Fewer than 500 employees. NoTe: Percentage bases include the approximately 0.3 percent
2 Less than 0.1 percent. of private employment with nonclassifiable industries.

of its job base. As data from table 5 indicate, these sectors
were among the lowest paid in the entire New Orleans
economy. Because of the disproportionate loss of jobs in
all three sectors, the average weekly wage for those jobs
remaining in the city rose 29.4 percent.

Although retail trade, accommodation and food serv-
ices, and health care and social assistance bore the brunt
of the job losses due to Katrina, practically all sectors of
the New Orleans economy suffered notable job losses
that, in effect, paralyzed most of the city. (In the utilities
and mining sectors, in which the number of jobs was
relatively small, employment was static on an over-the-
year basis).

Job losses during the fourth quarter were due to two

factors: the destruction of the city’s infrastructure, there-
by eliminating places of employment; and the destruc-
tion of homes and the subsequent public-health crisis,
which together forced large segments of the employed
population to leave the city.

First quarter, 2006. For the months of January, Febru-
ary, and March 2006, a slight improvement in New Or-
leans’ economic structure began to emerge. The average
over-the-year loss of jobs during the quarter was 99,114,
or 41.0 percent of the city’s first-quarter, 2005, base.
(See table 7.) Over the quarter, 44.1 percent of all job
losses were associated with retail trade (10,955 jobs, or
58.0 percent of the industry’s job base), accommodation
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J(clJCWM First-quarter employment and wages, Orleans Parish, 2006
Average Percent of Percent Percent of Over-the-
Industry monthly Orle?ns changein Total wages O.rleans Average | year percent
employment Parish employment, | (millions) Parish total | weekly wage | changein
(thousands) | employment 2005-06 wages wage
All industries ..........c..ccc..... 142.4 100.0 —41.0 $1,815.1 100.0 $981 33.7
Private.......cooooveiiiiiiee 115.3 81.0 -39.0 1,458.7 80.4 973 36.8
Agriculture, forestry, fishing,
and hunting .........cccceoevevennnn. " Q) -12.2 3 ) 428 -9
Mining 3.7 2.6 -9.8 1443 7.9 2,970 24.0
Utilities .8 .6 -15.1 19.7 1.1 1,877 -4.8
Construction........cccceevevriieenenen. 7.2 5.0 31.2 91.8 5.1 985 43.2
Manufacturing ..........ccccoeviiene 6.4 4.5 -21.7 90.1 5.0 1,083 17.2
Wholesale trade... 4.4 3.1 -26.0 73.7 4.1 1,291 20.3
Retail trade..........cccccvvviiinnnn 7.9 5.6 -58.0 57.3 3.2 556 35.0
Transportation and
warehousing........ccccccveeiieeenne 7.4 5.2 -31.2 90.0 5.0 938 20.1
Information.................... 3.8 2.7 -33.7 37.5 21 762 5.4
Finance and insurance............. 5.9 4.2 -31.4 111.0 6.1 1,445 18.0
Real estate and rental leasing . 1.7 1.2 -50.8 16.6 9 738 40.8
Professional and technical
SEIVICES ..veiveenieiieeiesieeieaiens 125 8.8 -8.8 177.3 9.8 1,091 9.1
Management of companies and
enterprises ......cccevveeeeiieeane 2.5 1.7 —-44.4 51.4 2.8 1,598 -5.7
Administrative and waste
SEIVICES ..veiveenieiieeiesieeieaiens 10.2 7.2 -31.9 157.9 8.7 1,186 103.4
Educational services................ 7.3 5.1 -19.7 89.3 4.9 939 244
Health care and social
assistance ............cccoceeeeien. 9.7 6.8 -58.3 96.1 5.3 766 258
Arts, entertainment, and
recreation .............cccoceeevennn. 3.4 24 -57.5 254 1.4 579 -15.7
Accommodation and food
SEIVICES ..ot 16.7 1.7 -53.6 96.6 5.3 446 29.7
Other services, except public
administration...........cc.cccce.e. 3.5 25 -50.4 26.2 1.4 575 30.1
Port operations.... 11.1 7.8 -25.3 234.2 12.9 1,621 31.7
TOUFISM ..o 20.0 17.4 -54.3 122.0 8.4 468 15.3
Federal government................... 101 7.1 -19.0 164.1 9.0 1,248 8.3
State government ... 11.0 7.7 -43.3 145.0 8.0 1,015 27.7
Local government ...................... 59 4.2 -71.2 47.3 2.6 615 -1.9
" Fewer than 500 employees. NoTe: Percentage bases include the approximately 0.3 percent
2Less than 0.1 percent. of private employment with nonclassifiable industries.

and food services (19,244 jobs, or 53.6 percent of the
industry’s job base), and health care and social assistance
(13,517 jobs, or 58.3 percent of the industry’s job base).
As a result of this continued disproportionate number of
job losses at the lower end of the wage scale, the average
weekly wage for those jobs which remained in the city
increased by 33.7 percent.

Significant job losses continued throughout many
of the sectors making up the New Orleans economy.
However, some rays of light had begun to emerge. On
an over-the-year basis, employment in the construction
sector increased by 31.2 percent (about 1,700 jobs) as the
city began the initial steps to rebuild. A revival in business
activity also was indicated by a slowing of job losses in the
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professional, scientific, and technical sector (the sector lost
just 8.8 percent of its job base on an over-the-year ba-
sis), with average monthly employment increasing from
the previous quarter. Clearly, the city’s economy was still
desperate, but some signs of slight improvement were
visible.

Second quarter, 2006. During April, May, and June 2006,
the intensity of job loss continued to abate. By the end of
the quarter, losses stood at 93,594 jobs, or 38.3 percent
of the city’s second-quarter, 2005, job base. (See table
8.) Of all the job losses in the New Orleans economy
over the quarter, 44.4 percent were associated with retail
trade (about 9,770 jobs, or 51.4 percent of the industry’s



l[clJCXM Second-quarter employment and wages, Orleans Parish, 2006
Average Percent of Percent Percent of Over-the-
Industry monthly Orle?ns changein Total wages O.rleans Average | year percent
employment Parish employment, | (millions) Parish total | weekly wage | changein
(thousands) | employment 2005-06 wages wage
All industries........cccoovveienenne 150.8 100.0 -38.3 $1,738.1 100.0 $887 28.2
Private.......cocoieiiieeee 122.7 81.4 -36.0 1,388.4 79.9 870 31.6
Agriculture, forestry, fishing,
and hunting ........ccccovvnencnne . " @) -19.8 2 ® 429 7
Mining ......c.c..... 3.7 24 -12.1 101.2 5.8 2,117 10.8
Utilities .......... .8 5 -18.4 14.6 .8 1,389 -6.0
Construction 7.4 4.9 27.0 97.3 5.6 1,006 447
Manufacturing .........ccccoeeeenenne 6.6 4.4 -22.1 89.8 5.2 1,042 15.9
Wholesale trade............ccc....... 4.5 3.0 —24.7 67.7 3.9 1,152 18.4
Retail trade.........cccooevviinnnnn 9.3 6.1 -51.4 64.3 3.7 534 23.9
Transportation and
warehousing........cccceveveeeene 7.9 5.2 -29.3 108.0 6.2 1,052 32.8
Information......... 3.8 2.5 -18.2 36.6 2.1 742 -3.1
Finance and insurance............. 59 3.9 -29.1 91.9 5.3 1,190 17.2
Real estate and rental
1€asing.....coveeveneeeniee 1.8 1.2 —48.0 18.1 1.0 759 43.2
Professional and technical
SEIVICES ..veiveenieiieeieaieeieaiens 12.5 8.3 -7.3 179.6 10.3 1,105 7.5
Management of companies
and enterprises .........cc.cc..... 2.5 1.7 —46.4 —454 2.6 1,384 13.2
Administrative and waste
SEIVICES ..viiiiiiiieeiie e 10.5 7.0 -36.1 105.9 6.1 776 83.9
Educational services 8.0 5.3 —7.4 91.4 5.3 883 3.0
Health care and social
assistance .........cccceevreiennnnn 10.0 6.6 -57.9 104.9 6.0 809 36.0
Arts, entertainment, and
recreation ..........ccccceeeeiiieeenne 4.3 2.8 —46.8 34.1 2.0 612 6.6
Accommodation and food
SEIVICES ..ot 18.7 124 -49.1 102.8 5.9 423 24.8
Other services, except public
administration...........cc.cccce.e. 4.0 2.7 -43.6 29.0 1.7 557 23.2
Port operations...............c......... 11.6 7.7 —24.6 209.2 12.0 1,391 26.8
TOUFISM ..o 23.0 15.2 —48.7 136.9 7.9 458 201
Federal government................... 9.6 6.4 -22.8 166.6 9.6 1,332 17.4
State government 12.0 8.0 -36.6 128.9 7.4 824 1.4
Local government 6.5 4.3 -69.6 54.2 3.1 645 6.1
" Fewer than 500 employees. NoTe: Percentage bases include the approximately 0.3 percent
2 Less than 0.1 percent. of private employment with nonclassifiable industries.

job base), accommodation and food services (18,070
jobs, or 49.1 percent of the industry’s job base), and
health care and social assistance (13,718 jobs, or 57.9
percent of the industry’s job base). As a result of these
job losses, the average weekly wage for all jobs rose
28.2 percent.

Although grim, the economic climate in the city
was improving. Employment in the construction sec-
tor continued to grow, increasing, on average, by an
additional 2,000 jobs compared with the previous
quarter’s figure. On an over-the-year basis, employ-
ment in the sector increased by 27.0 percent, or 1,580
jobs. Employment in the professional, scientific, and
technical sector held steady at 12,500 jobs, but, on an

over-the-year basis, registered a 7.3-percent decline

of 988 jobs.
Over-the-year comparison

As noted, the two most significant effects of Katrina were
a massive loss of jobs and a significant rise in the city’s
average weekly wage. On an over-the-year basis, average
weekly wages increased 28.2 percent, to $887. The loss
of jobs changed the city’s employment patterns, but did
not alter the relation of the local to the base (export)
economy. By the second quarter of 2006, 81.4 percent
of those jobs which remained in the city were associ-
ated with the private sector; previously, private-sector

Monthly Labor Review « June 2007 15



Effects of Katrina on New Orleans

employment had accounted for 78.4 percent of all jobs.

Within the private sector itself, however, a redistribution
in employment had taken place. Whereas in the second
quarter of 2005 accommodation and food services, the larg-
est employer in New Orleans, accounted for 15.0 percent
of all jobs, a year later the sector represented 12.4 percent
of employment (still the largest in the economy, though).
Employment shares for health care and social assistance had
decreased from 9.7 percent to 6.6 percent, while those for
retail trade had decreased from 7.8 percent to 6.1 percent.
By contrast, the following sectors increased their employ-
ment shares: professional, scientific, and technical, from 5.5
percent to 8.3 percent; and educational services, from 3.5
percent to 5.3 percent.

The rise in the proportion of private-sector jobs was
the result of a notable loss of government jobs: 46.7
percent, or 24,584 jobs, from the second quarter of
2005 to the same quarter of 2006. All segments of gov-
ernment experienced significant reductions in employ-
ment. Federal employment was reduced by 22.8 per-
cent (2,838 jobs), and State employment decreased by
36.6 percent (6,944 jobs). However, it was in the local
governmental sector that massive job losses occurred:
on an over-the-year basis, the city reduced its govern-

mental workforce by 69.6 percent, or 14,802 jobs.
Ten-month assessment

Over the 10-month period studied, 1 out of every 4
private-sector jobs lost (25.4 percent) was in the ac-
commodation and food services sector. (See table 9.)
Due to lower-than-average wages associated with the
sector, those lost jobs accounted for just 1 out of every
7 dollars (14.5 percent) lost in total wages in the New
Orleans economy. About 1 out of every 6 jobs lost (17.9
percent), amounting to 1 out of every 5 dollars in lost
wages (19.6 percent), was associated with the health
care and social services sector, while 1 out of every 7
jobs lost (14.3 percent) and 1 out of every 10 dollars in
lost wages (10.5 percent) were associated with the retail
trade sector.

Thus, in terms of its effect on the private sector,
about 6 out of every 10 jobs lost (57.6 percent) and
nearly half of all dollars in lost wages (44.6 percent)
were associated with just three sectors: accommodation
and food services, health care and social assistance, and
retail trade.

THE NEW ORLEANS ECONOMY CAN BE COMPARED
to a three legged stool, with tourism, port operations,
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Share of Orleans Parish 10-month (September
2005 to June 2006) private-industry employment
and wage loss, post-Katrina

Percent of—
Sector Employment Wage
loss loss
Total private industry..................... 100.0 100.0
Agriculture, forestry, fishing, and
hUNtNG <. @) "
MiNING c..oee 4 1.3
UtIlItIeS ..o A 4
COoNStrUCtION ....c.ovveeeveeveeececeeeee Q) .9
Manufacturing.......cccooooeeeiiieiiiee, 2.2 3.4
Wholesale trade............ccccevveeneeinnenns 21 3.6
Retail trade .........ccocoviieiiiiie, 14.3 10.5
Transportation and warehousing.......... 4.3 5.8
Information...........ccoooiiiiiiiie 2.0 2.4
Finance and insurance.............c.c.c..... 3.7 6.7
Real estate and rental leasing............. 2.2 21
Professional and technical services .... 2.2 4.4
Management of companies and
ENEEIPrISES..cvveveeeieeciieseecee e 2.5 5.6
Administrative and waste services........ 7.5 6.2
Educational services...........ccccoovienunne. 25 34
Health care and social assistance........ 17.9 19.6
Arts, entertainment, and recreation....... 5.1 54
Accommodation and food services....... 25.4 14.5
Other services, except public
administration ... 4.8 3.7
" Less than 0.1 percent.
2 Over the 10-month period, construction was the only sector to
net over-the-year gains in employment.
Note: Calculations exclude the approximately 0.3 percent of
private employment with nonclassifiable industries.

and education serving as the legs of the stool and
thereby providing its foundation. Of interest is how
Katrina, with its effect on the employment and wage
dynamics of the city, may have altered that foundation.
In particular, what influence has the loss of so many
jobs, concentrated in a few specific industry sectors, ex-
erted on New Orleans’s overall economic picture?

Examining the 2-year change in location quotients
(from the second quarter of 2004 to the second quarter of
2006) affords a number of insights into this issue. Despite
the extensive loss of jobs in the accommodation and food
services sector, tourism, with a 2006 location quotient of
1.60 (down from 1.90 in 2004) remains a basic (that is,
export) component of the New Orleans economy. (See
table 10.) Port operations, with a location quotient of
2.22 (compared with 1.80 in 2004), has increased in im-
portance, as has educational services, with a 2006 location
quotient of 3.30, compared with 2.52 in 2004.

Of special note is the increase in strength recorded in
the professional, scientific, and technical sector (which



el =B[N Second-quarter employment location

quotients, Orleans Parish, 2006
Location
Industry quotient
Total private industry (base)..........c.cceeeuee. 1.00
Agriculture, forestry, fishing, and hunting . .03
MINING ..o 5.54
ULIlItIES ..o 1.37
Construction ........ccceevieeeicee e .89
Manufacturing........ccocooeeriiiiiiceeees 43
Wholesale trade ........ccccceeeeiiireeiiieeeiienn 71
Retail trade .........ccovvveeeiiiiie e .56
Transportation and warehousing............... 1.73
Information .........cccceveeiiiiiii 1.15
Finance and insurance...............cccceuuee.... 91
Real estate and rental leasing.................. .78
Professional and technical services ......... 1.57
Management of companies and
ENEEIPIISES ...ttt 1.30
Administrative and waste services ........... 1.16
Educational services .........ccoccceeeeeeeunnneen.. 3.30
Health care and social assistance............ .63
Arts, entertainment, and recreation........... 1.98
Accommodation and food services .......... 1.53
Other services, except public
administration ..........ccccceeeeiiiie .84
Port operations ..........cccooeiiiiiiiiiiece, 2.22
TOUMISM ..o 1.60

moved from a location quotient of 1.15 in 2004 to
1.57 in 2006), along with the weakening registered in
health care and social assistance (which dropped from
a location quotient of 1.04 in 2004 to 0.63 in 2006).
Significant job losses in this sector clearly weakened
its influence in the city’s economy and may indicate a
real deterioration in the availability of social services,
which are, of course, critical during a time of recovery
from a disaster.

Within the New Orleans economy, the location quo-
tient for oil and gas extraction increased from 13.7 in
2001 to 14.0 in the second quarter of 2006, and that for
the related industry of marine cargo handling rose from
18.5 to 20.6 over the same period. Advances in technol-
ogy have increased the proportion of exploratory wells,

enhanced offshore drilling capacities, and extended the
productive, useful life of existing wells. The supplies of oil
and gas, nonrenewable resources, depend heavily on their
price, which has fluctuated.

In addition, the overall New Orleans tourist indus-
try has been based not only on the presence of physi-
cal structures, but also on the manifestation of the city’s
history in the lives of its people. Prior to the hurricanes,
the unique heritage of New Orleans as a former French
colony had lived on in its museums (with a location quo-
tient of 2.32) and in the French tradition of converting
the experiences of daily life into song and music (musi-
cal groups and artists had a location quotient of 3.91).'
These location quotients show that, despite the shock to
the New Orleans economy as a result of Hurricane Ka-
trina, industries associated with the “three-legged stool”
(that is, tourism, port operations, and educational serv-
ices) have maintained their relative strength. Moreover,
the employment outlook overall for these sectors is
favorable.'

National numbers project that, over the next dec-
ade, overall employment in colleges and universities
is expected to rise by 34.3 percent, with increases of
25.1 percent in arts, entertainment, and recreation and
16.6 percent in accommodation and food services.'*
Thus, despite a lackluster economy prior to Katrina,
the structure of the New Orleans economy has a tri-
umvirate source of economic strength—tourism, port
operations, and education—that bodes well for the fu-
ture. Current data indicate that the rebuilding of New
Orleans has resulted in steady, continuing employment
growth.

Chart 8 presents two trend lines." The top line, com-
mencing in January 2004, projects the long-term em-
ployment level in New Orleans had Katrina not dev-
astated the city. The bottom line, starting in October
2006, after the initial destruction and amidst job losses,
is projected forward. After having hit its low point of
137,785 jobs in January 2006, the New Orleans employ-
ment level continues to increase, suggesting that there
is a base for recovery. in the post-Katrina New Orleans
labor economy. L]
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New Orleans employment trends, 2004—06
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" For the purposes of this article, “New Orleans” refers to the city
of New Orleans (Orleans Parish), as opposed to the larger metropoli-
tan area composed of 12 parishes. The city’s employment and wage
losses were just part of the total economic damage caused by Katrina.
The analytic framework presented herein will focus on second-quar-
ter data to maintain consistency with the latest quarter (the second
quarter of 2006) for which data are available for New Orleans.

? Roger D. Congleton, “The Story of Katrina: New Orleans and
the Political Economy of Catastrophe,” Public Choice, vol. 127, April
2006, pp. 5-30, especially pp. 5, 6.

’ Congressional Research Service, Library of Congress, May 16,
2006, R$22239.

*See Congleton, “Story of Katrina,” p. 5.

*To avoid the effects of seasonal fluctuation, estimates of employ-
ment and wage loss were based on year-to-year differences in monthly
employment before and after Hurricane Katrina. Within a given quarter,
monthly employment differences were multiplied by the base quarter’s
average weekly wage. In evaluating the relative shares of the private-sec-
tor loss among industry sectors, this analysis was performed at the North
American Industry Classification System (NAICS) sector level. Because
the over-the-year loss spanned into higher employment in previous years
(annual levels of employment had been declining in New Orleans every
year since 2001), this method may have slightly overstated the overall
employment loss. The wage loss, however, may have been understated,
because it was based on year-old average wage levels. The base-quarter
average wage, as opposed to the more recent wage, more accurately re-
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flects the occupation and industry mix of the prehurricane economy.
Therefore, estimates of employment and wages lost to the hurricane
are likely conservative.

° en.wikipedia.org/wiki/New_Orleans, Louisiana, visited July 5,
2007.

7 Statistical Abstract of the United States: 2006,125th ed. (U.S. Cen-
sus Bureau, 2007), table 1, p. 8.

*The wage figures are from the BLS QCEW program.
’ Ibid.
“ Ibid.

" The trend line represents the least square fit based on values
from January 2004 to August 2005, assuming that over-the-year em-
ployment change is linear. Linear trend lines were used throughout
this analysis, for both total and sector employment.

12 . .
Location quotients are from the BLS QCEW Program.

" See Carcer Guide o Industries, 2006—2007, Bulletin 2601 (Bureau
of Labor Statistics, 2007). The arts, entertainment, and recreation sector
is projected to increase by 25 percent (p. 248), food services and drinking
places by 16 percent (p. 255), and educational services by 17 percent. With
an increase of more than 12 percent, the port facility operations sector is
projected within the average range of 14 percent for all industries. Oil and
gas extraction is projected to grow worldwide, with the U.S. contribution
heavily dependent on relative supplies and prices.

" Projections data are for 2004-14 and are from the BLS Employ-
ment Projections Program.

» Employment levels from January 2004 through August 2005

and from January 2006 through June 2006 were projected forward
with the use of simple linear trend lines.
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Gender differences in occupational
distributions among workers

An investigation of gender differences in occupational
attainment of prime-age U.S. workers reveals

that such differences do exist, especially among women,
but apparently are the results of voluntary choices

and long-term changes in the labor market

ecent analyses of gender employ-

ment patterns suggest that occupa-

tional differences between men and
women are a persistent presence in the U.S.
labor market. Traditional blue-collar occu-
pations such as operatives and craft continue
to be male dominated, while women remain
concentrated in service and clerical occupa-
tions. (See table 1.) Other occupations, such
as managerial, professional and technical,
and sales appear to be distributed almost
evenly by gender. For women, the most pop-
ular occupations are clerical (a traditionally
female-dominated occupation) and profes-
sional and technical; for men, the most pop-
ular occupations are production and craft,
professional and technical, and managerial.
Table 1 also presents a well-known measure
of the disparity in occupational distribu-
tions: the Index of Dissimilarity (ID). This
index, based on the absolute deviation in the
percentages of men and women across oc-
cupations, is defined as

J

1 M _ W

1) D=2 > [P -#]
j=!

where P measures the percentage of men
(M) or women (W) in occupational category
J- The ID ranges from 0 to 100, with its nu-
merical value indicating the percentage of
men, women, or some combination of the

two that need to shift occupations in order
for the two distributions to equalize. An ID
of 0 means equal occupational representation
by gender, whereas a value of 100 denotes
complete gender segregation across occupa-
tions. Thus, the data in table 1 indicate that,
in 2001, 31 percent of men or women (or a
combination of percentages that adds up to
31 percent) would have to change occupa-
tions for there to be complete gender equal-
ity in occupational distributions. This per-
centage is consistent with other estimates of
occupational employment patterns reported
from a variety of labor market data.'
Although the occupational differences
reported in table 1 are well known, research-
ers continue to investigate whether these
employment disparities result from gender
differences in occupational choice, from dif-
ferences in characteristics, or from market
distortions such as occupational segrega-
tion. Occupational segregation occurs when
workers are excluded from certain jobs, and
overrepresented in others, for reasons such
as race, gender, or national origin. Since the
early 1960s, researchers have been interested
in the measurement and consequences of oc-
cupational segregation in the labor market.
Recent empirical work has employed dis-
crete-choice, qualitative-response models of
occupational attainment to investigate differ-
ences in occupational structures across groups
of workers. These qualitative-response models
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Gender Differences Among Workers

[[c[ICHM Employed persons 20 years and older in the civilian labor force, by occupation and gender, 2001

Men Women
Porantageat | Perentage o Percentage o Percentage o
that are that are _ Number employed _ Number employed
men women (in thousands) in each (in thousands) inpeaZh
occupation occupation
Total.ooeeiieccee 67,334 100.0 59,787 100.0
Managerial .........ccccoveviieeennen. 54 46 11,005 16.3 9,387 15.7
Professional and technical ....... 46 54 12,063 17.9 13,952 23.3
SalES i 52 48 7,601 11.3 6,953 11.6
Clerical and administrative
SUPPOI..ceviiieieiiecireeee e 21 79 3,751 5.6 14,128 23.6
SEIVICE ..ouviiiiieieieecece 39 61 6,465 9.6 10,066 16.8
Production and craft................. 91 9 3,516 201 1,283 2.1
Operatives........ccccooveeininicnnee 76 24 9,302 13.8 3,007 5.0
Laborers.......ccoocvveeeeeeieciiine 78 22 3,631 5.4 1,011 1.7
NoTe: The Index of Dissimilarity across all occupations in 2001 was 31.1.

of occupational attainment were developed initially to pre-
dict the likelihood that workers are employed in a specified
occupational category, given their individual traits.? The oc-
cupational segregation literature has adapted the models to
determine whether, after controlling for differences in char-
acteristics such as human capital variables, certain workers
face unequal prospects for occupational achievement.’

This article assesses recent occupational distributions
of prime-working-age (“prime-age”) men and women in
the U.S. labor market. The objective is to determine the
extent of gender differences in occupations that are due to
discrimination-based segregation, or due to other factors
such as differences in human capital characteristics and
labor market choices.

Empirical model

Occupational attainment refers to the net outcome of the
processes that ultimately determine a worker’s occupation.
The demand side of occupational labor markets is influ-
enced by employer-established requirements for jobs in
terms of training, education, and experience and by other
labor market factors, such as product demand and labor
productivity. On the supply side, a worker’s background,
demographic characteristics, ability, and aptitude will
influence occupational choice and placement. Empirical
models of occupational attainment are therefore reduced-
form specifications that attempt to incorporate both sup-
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ply- and demand-side factors. This analysis uses a well-es-
tablished occupational attainment model to estimate the
statistical link between a worker’s characteristics and the
likelihood that he or she is employed in a given occupation.
In our specification, we assume that the probability that a
worker is employed in the jth occupation (j=1,..., /) can be
expressed as the logistic conditional probability function

2) Pyl =

where Pj is the expected probability that the 7th individ-
ual ( = 1, ..., N) is employed in the jth occupation, X, is
a vector of individual characteristics, and 9; is a vector of
coeflicients to be estimated. The logistic model in (1) can
be expressed in linear terms as the log of an odds ratio:

(3) In(P; [P;)=6; X,

Estimating the parameters in §; yields an occupational
structure in which the net influence on a worker’s occupa-
tion is expressed as a function of personal characteristics
that are statistically linked to occupational attainment.*
We can use equation (3) to investigate whether women
face different prospects for occupational attainment than



their male counterparts. The initial step in this process
is to estimate the parameter coeflicients of (3) for men.
Next, these estimated coefficients are applied to workers’
characteristics from the women’s sample. This step yields
an estimated probability that a woman is employed in an
occupation, given that her personal traits are evaluated ac-
cording to the estimated occupational structure for men:

SMx "
(4) P?{ = #MW
] 2 e‘gf X

J

Equation (4) can be used to derive the expected percent-
age of women in occupation j, assuming that they are as-
signed to occupations on the basis of their characteristics
and qualifications in a fashion similar to the way men are.’
The expected occupational distribution for women can
be compared with their actual distribution to determine
whether there are noticeable differences.

To compare the actual occupational distribution of men
with the actual and expected occupational distributions of
women, we calculate (1) the ID for the actual occupational
distributions of men and women, and (2) the ID for the
actual men’s distribution and the expected women’s distri-
bution. A significant decline in the index from (1) to (2)
suggests that if the characteristics of women are evaluated
as though they were men, the occupational distributions of
the two groups become more similar. This idea supports the
notion of discrimination-based occupational segregation
against women, assuming that men and women have simi-
lar tastes with respect to occupational choice. The approach
assumes implicitly that any remaining disparity in occu-
pational distributions, once the expected female distribu-
tion is determined, results from differences in occupational
choice patterns by gender.® Thus, the empirical model used
in this article is based on the standard neoclassical labor
market approach to gender discrimination,” an approach
which asserts that unequal labor market outcomes between
men and women are due primarily to gender differences in
skills, qualifications, and choice, as well as to labor market
imperfections such as discrimination.®

Data and empirical results

Because the analysis that follows focuses on recent labor
market outcomes for prime-age workers, two waves from
the 1979 cohort of the National Longitudinal Survey of
Youth (NLSY79) were selected: 1994 and 2000.” Longi-
tudinal data sets are an excellent source of demographic
information on individual workers and allow the speci-

fication of a relatively complete set of independent vari-
ables for the occupational attainment model given by
equations (3) and (4). However, a potential drawback of
the NLSY79 is the impossibility of constructing a repre-
sentative nationwide sample of workers. For instance, in
2000, the NLSY79 comprised workers between the ages
of 35 and 43. Although not representative of the entire
U.S. labor force, prime-age workers are important to study
because these workers are just entering their peak earn-
ings years within their chosen professions.’” In addition,
this age group represents a significant portion of the labor
market, accounting for approximately 27 percent of the
U.S. civilian labor force in 2000.!! The samples presented
consist of nonagricultural workers who reported positive
wage and salary income. Excluded are full-time military per-
sonnel, individuals who are enrolled in school, and those with
missing information on their occupational status. The occu-
pational categories are described more fully in exhibit 1, and
the independent variables used to estimate the logit model of
occupational attainment (Xi) are described in exhibit 2.

Table 2 compares the occupational distributions of
prime-age men and women in 1994 and 2000."* In 1994,
the gender disparity in occupational distributions, as
measured by the ID, was 37.4. Thus, 37 percent of men
or women, or a combination of the two, would have had
to shift occupations in order for the two distributions to
converge. By 2000, gender differences in the occupational
distributions declined slightly, to 36.1. These results are
comparable to estimates of gender disparities in employ-
ment patterns reported in table 1 and elsewhere.'® Thus,
the overall gender disparity in occupational distributions
among prime-age workers remained relatively stable dur-
ing the late 1990s.

Table 2 also compares the actual occupational distribu-
tion of men with the expected occupational distribution
of women, derived from equation (4). The ID for 1994
declines by 33.6 points when the expected occupational
distribution for women is compared with the actual male
distribution. In other words, if women were assigned to
occupations on the basis of their education, experience,
and other characteristics according to the male occupa-
tional structure, the overall gender disparity in occupa-
tions declines by approximately 90 percent. For 2000, the
change in the ID when the expected women’s occupational
distribution is compared with the actual men’s is 31 points,
a reduction of 86 percent. One interpretation of these
findings is that unexplained differences in the occupa-
tional distributions of men and women fell, albeit slightly
from 1994 to 2000. One also may interpret these find-

ings as indicating that women continue to face significant
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Ll WM Comparison of actual and expected occupational distributions for men and women, 1994 and 2000 National

Longitudinal Survey of Youth
[In percent]
1994 2000
Occupation
Men Women Women Men Women Women
(actual) (actual) (expected) (actual) (actual) (expected)
ServiCe ...ccvvieieiieieceee 1.2 18.7 12.0 9.3 17.2 10.2
Laborers 10.0 1.4 10.5 7.9 1.9 8.8
Clerical ......ccoeoeiieiiiieiin, 7.4 31.2 8.5 54 25.2 6.3
Operatives........cccocveeneenenennn. 171 8.7 15.3 16.9 7.9 15.6
Craft .o 19.8 24 18.9 21.5 25 19.9
Sales ..o 4.5 3.5 4.6 3.8 4.7 3.8
Managerial ........ccccooevicvrnnnnnn. 14.6 12.6 134 18.3 16.2 16.2
Professional and technical ..... 15.5 21.6 16.7 16.8 242 19.3
Sample Size......ccooeveeiennnn 3,221 2,888 3,021 2,851
Note: The Index of Dissimilarity across men’s actual and in 2000. The Index of Dissimilarity across men’s actual and women'’s
women’s actual occupational distributions was 37.4 in 1994 and 36.1 expected occupational distributions was 3.8 in 1994 and 5.1 in 2000.

obstacles to occupational mobility than their predecessors
did, even with more education and fewer children and
with the presence of antidiscrimination laws.

However, 2 more detailed look at the data in table 2
reveals certain gender differences in occupational distri-
butions that work to mitigate the segregation interpreta-
tion. For instance, suppose we consider occupations to
be overrepresented by women if the expected percentage
of an occupational category is lower than the actual per-
centage by more than 25 percent. Similarly, underrepre-
sented occupations are those for which the opposite is
true (that is, the expected percentage exceeds the actual
percentage by more than 25 percent). According to these
criteria, women appear to be overrepresented in the serv-
ice, clerical, and professional and technical occupations,
and underrepresented in the craft, operatives,and laborers
categories in both 1994 and 2000. This implies that most
of the hypothetical “shifting” in occupations between
the actual and expected women’s distributions results in
women moving from service, clerical, and professional
jobs into more traditional, blue-collar occupations. If
women tend to avoid blue-collar occupations, it is un-
likely that such hypothetical shifts are due to difterential
treatment in the labor market. Rather, these results are
consistent with the notion that many women may prefer
occupations that offer more flexible work arrangements
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and scheduling with better nonwage amenities, regard-
less of their human capital and other traits."* Our results
are also consistent with those of John Robst and Jennifer
Van Gilder, who find that women who choose “female”
occupations incur lower wage penalties for intermittent
labor force participation than women employed in pre-
dominantly “male” occupations.ls Thus, the reluctance
of women to choose blue-collar occupations may result
from a rational assessment of the potential labor market
losses from activities such as child rearing.

Recent work from the sociology literature also supports
the finding of stable gender differences in occupational em-
ployment patterns. Robert Blackburn and colleagues find
that the persistence of gender employment differences in
occupational structures is common in more developed
countries such as Britain and the United States.® They
attribute this phenomenon to several factors. One factor
is the long-term change in occupational labor markets in
which the growth in women’s labor force participation
is correlated with the relative increase in the proportion
of white-collar occupations in the labor force. Thus,
as more women have entered the labor market with
education levels that equal or surpass their male col-
leagues, they have found employment in the rapidly
growing white-collar occupations in the professional, techni-
cal, and clerical fields.



DO WOMEN AND MEN ENCOUNTER unequal employ-
ment prospects across occupations, given their personal
characteristics? Empirical evidence presented in this
article indicates that gender differences in occupational
distributions remained stable during the 1990s at levels
comparable to those of the 1980s. The multinomial logit
model of occupational attainment set forth here also de-
tected a significant shift of women across occupational
categories if their characteristics are evaluated according
to the men’s occupational structure. These shifts did not
change significantly throughout the 1990s and are similar
to comparable estimates from the late 1970s and 1980s.
A more detailed examination of the occupational shifts

Notes

reveals that the expected (“discrimination-free”) women’s
occupational distribution predicts a movement of women
from white-collar to blue-collar jobs. This is unlikely,
however, especially in light of recent literature on occu-
pational employment patterns and choice by gender. Thus,
U.S. women in their thirties and forties do not appear to
encounter significant levels of involuntary segregation
across broad occupational categories. Although gender
differences in occupational attainment persist, they ap-
parently result from voluntary choices of men and women
and from long-term changes in labor markets, such as
the simultaneous growth of white-collar occupations and
women’s labor force participation rates. U

" Francine D. Blau, Marianne A. Ferber, and Anne E. Winkler, 75e¢
Economics of Women, Men, and Work, 4th ed. (Upper Saddle River, NJ,
Prentice Hall, 2002).

? Peter J. Schmidt and Robert P. Strauss, “The Prediction of Occupa-
tion Using Multiple Logit Models,” International Economic Review, June
1975, pp. 471-86; and Solomon Polacheck, “Occupational Self-selection:
A Human Capital Approach to Sex Differences in Occupational Struc-
tures,” Review of Economics and Statistics, February 1981, pp. 60-69.

* Schmidt and Strauss, “The Prediction of Occupation”; Paul W.
Miller and Paul A. Volker, “On the Determination of Occupational
Attainment and Mobility,” Journal of Human Resources, spring 1985, pp.
197-213; Andrew M. Gill, “Incorporating the Causes of Occupational
Differences in Studies of Racial Wage Difterentials,” Journal of Hu-
man Resources, winter 1994, pp. 20-41; and Paul E. Gabriel, Susanne
Schmitz, and Donald R. Williams, “The Relative Occupational At-
tainment of Young Blacks, Whites, and Hispanics,” Southern Economic
Journal, July 1990, pp. 35—46.
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Schmidt and Strauss, “The Prediction of Occupation”; and Ga-
briel and others, “The Relative Occupational Attainment.”

’ Following the standard approach, equation (4) is based on the as-
sumption that men, as a group, encounter the “discrimination-free” oc-
cupational structure. The expected occupational distribution of women
is obtained by summing the estimates from (4) across all workers in
the women’s sample. (For a discussion of this approach, see Miller and
Volker, “On the Determination of Occupational Attainment”; and Ga-
briel and others, “The Relative Occupational Attainment.”)
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man, “Explaining Gender Segregation,” British Journal of Sociology,
December 2002, pp. 513-36.

? The 1994 wave of the NLSY79 was selected because it is the last
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a biannual basis. Thus, 1994 represents the last year in which we have
continuous information on labor force participation. The year 2000
was selected because it is the most recent wave available.

" The age distribution (35—43 years) of the NLSY sample used in this
analysis falls within the standard classification of “prime-age” workers
(generally considered to be between 35 and 54 years old).

" Employment and Earnings (Bureau of Labor Statistics, 2002), pp.
209-10.

" The multinomial logit estimates used to derive the expected oc-
cupational distributions in table 2 are available from the authors upon
request. For a discussion of the multinomial logit estimation technique,
see G. S. Maddala, Limited-Dependent and Qualitative Variables in
Econometrics (New York, Cambridge University Press, 1983). Also, the
Index of Dissimilarity value for 2001 (in table 1) refers to the entire U.S.
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m Occupational categories

Occupation Occupations included
Service Service, including private household
Laborers Handlers, equipment cleaners, helpers, and laborers
Clerical Administrative support
Operatives Machine operators, assemblers, inspectors, material movers
Craft Precision production, craft, and repair
Sales Sales
Managerial Executive, administrative, and managerial
Professional and technical Professional specialty; technicians and related support

m Independent variables (X)) for the multiple logit occupational attainment model

Individual characteristic

HIGRADE: Highest grade of schooling completed by respondent in survey year.

YRFTEXP: Total years of year-round full-time equivalent labor market experience since 1979—
calculated as (total annual hours of labor market activity)/1,750.

DISAB: Set equal to 1 if an individual reports a disability that limits labor force participation,
0 otherwise.

MSP: Set equal to 1 if an individual is married with spouse present, 0 otherwise.

AFQT: Percentile score on the Armed Forces Qualifications Test, administered in 1980.

MHGRADE: Highest grade of schooling completed by respondent’s mother.

FHGRADE: Highest grade of schooling completed by respondent’s father.

SMSA: Equal to 1 if an individual lives within a Standard Metropolitan Statistical area, 0 otherwise.

UNION: Set equal to 1 if an individual reports that his or her workplace is covered by a collective
bargaining agreement, 0 otherwise.

BLACK: Set equal to 1 if an individual is black, and non-Hispanic, 0 otherwise.

HISPANIC: Set equal to 1 if an individual is Hispanic, 0 otherwise.
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The negative saving rate

'The personal saving rate in the United
States has been declining for decades;
since 2005, it has been negative. This
trend suggests increased personal debt
and lower living standards in the long
run. In a recent study in the Federal
Reserve Bank of New YorK’s Current
Issues in Economics and Finance (May
2007), Charles Steindel examines
some of the factors contributing to
the decline in personal saving, as well
some of its feared results.

Steindel begins by explaining the
life cycle—permanent income model. Ac-
cording to the model, people effec-
tively project their real-dollar income
over their entire lifetime, borrowing
when they are young, saving during
their most productive working years,
and consuming saved assets when
they are retired. Thus, a persistent
decline in saving could negatively
impact household well-being in the
future. But Steindel argues that
“increases in wealth (assets such as
stocks and houses, less debt) relative
to disposable income” over the last
several decades might have “worked
to boost spending relative to income,”
thus reducing the personal saving rate.
He further notes that if households
predict that their permanent (future)
income greatly exceeds their cur-
rent (disposable) income, they might
choose to save less now, counting on
their ability to save more later.

Steindel notes that the data from
the Bureau of Economic Analysis
are preliminary. In the 1970s, early
readings of reduced personal sav-
ing were later revised upward. Thus,
the recent declines could be reversed
later. Also, he attributes some of the
recent decline in saving to the surge
in energy prices in 2005 and 2006.
Steindel broadens the definition of
saving to include share repurchases
paid to stockholders and constructs

a measure of “gross saving” that in-
cludes personal saving, undistributed
corporate profits, depreciation, and
government saving. By this measure,
saving actually increased slightly
during the past decade. Aggregate
household wealth increased as well.
Opverall, Steindel finds little evidence
to support the notion that the current
low personal saving rate will jeopar-
dize the future economic well-being

of U.S. households.

Therise in the highest
incomes

Much has been written about the
increase in recent decades in the in-
equality of the income distribution
in the United States. What is behind
the rise in the incomes of those at the
very top of the distribution?

In “Wall Street and Main Street:
What Contributes to the Rise in the
Highest Incomes?” (NBER Working
Paper 13270), Steven N. Kaplan and
Joshua Rauh of the Graduate School
of Business at the University of Chi-
cago consider this question. They
look at four groups of highly com-
pensated individuals: top executives
of firms that are not in the finance
sector; financial service sector em-
ployees from investment banks and
fund companies; lawyers; and profes-
sional athletes and celebrities. Kaplan
and Rauh refer to the first and second
groups, for short, as “Main Street”
and “Wall Street.”

Their evidence indicates that these

four groups account for somewhere
between 15.0 percent to 26.5 percent
of those who make up the very high-
est adjusted gross income categories
(such as the top 0.1 percent, 0.01
percent and so on). The researchers
believe that their assumptions are
conservative and that these groups
may represent even larger fractions of

these categories.

According to Kaplan and Rauh,
their evidence provides support for
three theories about the increase in
inequality. One is the theory of skill-
based technological change, which
“predicts that inequality will increase
if technological progress raises the
productivity of skilled workers rela-
tive to unskilled workers and/or raises
the price of goods made by skilled
workers relative to those made by un-
skilled workers.” As an example, they
mention that computers and related
advances in technology may comple-
ment skilled labor (and also substitute
for unskilled labor). The complemen-
tary relationship may help to explain
pay gains of professional athletes,
who are able to reach more consum-
ers because of technology, and Wall
Street investors, who can acquire in-
formation and trade large amounts
more efficiently.

A second theory involves the scale
of companies. Dramatically increased
revenues may help explain the higher
compensation of some employees. A
third theory is what has been called
the “superstar” theory. As Kaplan
and Rauh put it, this theory, first in-
troduced by Sherwin Rosen, “can be
viewed as a combination of the previ-
ous two explanations in that the in-
dividuals and firms who benefit from
the technological change are likely to
get larger.” O
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Overtime law and white-
collar workers

“T'ime and a Half's the American Way’:

A History of the Exclusion of White-
Collar Workers from Overtime Regula-
tion, 1868-2004. By Marc Linder,
Fanpihua Press, Iowa City, Iowa,
2004, 1,342 pp., $20/paperback.

In intricate yet luminously flow-
ing sentences reminiscent at times
of Marcel Proust, and with a fer-
vent sense of justice rivaling that of
Charles Dickens, Marc Linder has
written a definitive study of a critical
provision of federal labor law whose
enormous impact deprives over 30
million employees of the right to
minimum wage as well as time and
one-half overtime pay for any work
in excess of 40 hours in a workweek.
'The provision, a part of the Fair Labor
Standards Act (FLSA) administered
and enforced by the U.S. Department
of Labor (DOL), says merely that the
minimum wage and overtime provi-
sions shall not apply to “any employee
employed in a bona fide executive, ad-
ministrative, or professional capacity
....” What is most astounding about
this provision, as Linder makes clear,
is that there is no indication in any
of the Congressional debates or com-
mittee reports on the FLSA that offers
any clue what Congress intended in
enacting this so-called white-collar
exemption (even though Congress
directed DOL to issue regulations de-
fining the scope of the exemption).
As part of what he calls “termino-
logical prolegomena,” Linder notes
the rich irony of calling this provision
an exemption rather than an exclu-
sion. In common parlance under the
FLSA a professional economist, for ex-
ample, would be described as “entitled
to the exemption” —thus suggesting
that it is the employee who derives
some benefit as a result. But quite
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to the contrary, since an exemption
is relief from a requirement or liabil-
ity, it is the employer who enjoys the
benefit by being excused from paying
minimum wage and overtime pay. It
would hence be more accurate to say
that the employee is excluded from
the FLSA’s protections. Linder, a
law professor at the University of
Iowa and arguably the country’s pre-
eminent authority on the FLSA, has
written a very lengthy book that puts
the white-collar exemption in its full
historical context. He examines vari-
ous bills passed (or at least debated)
before the enactment of the FLSA in
1938 that carved out exceptions for
white-collar workers; he explores the
treatment of white-collar workers in
the federal government; he reviews
the laws of foreign countries on the
subject; and, most importantly, he
analyzes in great detail the various
regulations that DOL issued between
1938 and 2004 that try to clarify the
meaning of this provision. Linder’s
prodigious learning and indefatiga-
ble pursuit of facts, including numer-
ous interviews and archival research,
represent a stunning intellectual
achievement.

A detailed analysis of the various
DOL regulations implementing the
FLSA exemption is the heart of the
book, culminating in over a hundred
pages that describe the gestation and
birth of the latest regulatory changes
in 2004. 'These 2004 revisions were
so controversial that Congress, for
the first time in the nearly 70-year
history of the FLSA, sought—unsuc-
cessfully, as it turned out—to prevent
them from coming into force.

In looking at legislation before the
FLSA was enacted, Linder seeks some
understanding of what Congress may
have had in mind in creating the
FLSAs white-collar exemption. This
examination includes, most impor-
tantly, state minimum wage and over-
time laws and the National Industrial

Recovery Act of 1933 (NIRA), as well
as various alien contract labor immi-
gration laws and even several treaties
—International Labor Organiza-
tion conventions—relating to hours
of work. 'These earlier white-collar
exclusions unfortunately offer few if
any clues. The numerous National
Recovery ~ Administration  (NRA)
codes of fair competition under the
NIRA are a prime example. These
codes—in effect, regulations fleshing
out the NIRA—restricted working
hours in various industries in order
to encourage the hiring of the unem-
ployed during the Great Depression.
But the restrictions in the codes had
various exceptions, such as permit-
ting extra hours during peak peri-
ods of work and excluding certain
white-collar employees completely
from the hours limitations. After an
extensive analysis of the many NRA
hearings on fair competition codes
for various industries, Linder finds
little consistency in the white-collar
exclusion rules that were adopted. As
he notes, few unions were trying to
organize white-collar workers when
the codes were being developed, and
indeed unions at that time often re-
garded office workers as potential
spies for management. As a result,
white-collar workers—even clerical
workers, many of whom were unem-
ployed—had few advocates for limit-
ed hours. The NRA codes accordingly
offer almost no guidance that would
illuminate the meaning of the FLSA’s
white-collar exemption. Thus, when
DOL set out in 1938 to issue FLSA
regulations fleshing out the meaning
of “executive,” “administrative,” and
“professional” employee, it truly had
a tabula rasa.

The purposes of the minimum
wage and overtime pay provisions are
explained in the FLSAs legislative his-
tory, and for this reason—so Linder
asserts—they offer some indication
of how Congress must have intended



to limit the scope of the white-col-
lar exemption. Minimum wages are
intended to assure tolerable compen-
sation for workers; overtime pay is
intended to put pressure on employ-
ers to hire more workers rather than
requiring those already on the payroll
to work over 40 hours per week. One
approach to fulfilling these purposes,
even in the face of a provision that
excludes white-collar workers from
the FLSA’s protections, is to limit
the scope of the exemption to only
those executive, administrative, and
professional job categories in which
unemployment is very low. To use
a simple example, if many mid-level
executives in the automobile indus-
try are laid off, then the exemption
should arguably not apply to them
because otherwise the auto industry
would be under no “time and one-
half” financial pressure to discourage
it from forcing the mid-level execu-
tives still on the payroll to work even
longer hours. Linder gives various
other examples of how the regulations
defining the scope of the exemption
could be crafted, taking into account
the basic purposes of the FLSA’s stan-
dard wage requirement. These sug-
gestions, however, seem to overlook
the fact that many exemptions in the
FLSA, though claimed to have vari-
ous and elaborate rationales, at bot-
tom have little more purpose than to
save an employer some money with-
out any regard to the adverse effect of
the exemption on affected employees.
In any event, DOL did not adopt this
approach that Linder discusses.

The original white-collar regula-
tions, issued in October 1938, gener-
ated so much interest that they were
printed in full on the front page of
The New York Times. They contained
a two-part test for exempt status.
First, there was a description of
various duties that defined who was
exempt, distinguishing white-collar
employees from clerical employees,

technicians, and working foremen
and others. (In the original regula-
tions the definitions of executive and
administrative employee were the
same, because DOL regarded admin-
istrative employees as administrators
or managers and thus essentially syn-
onymous with executive employees.)
Second, the regulations established a
minimal salary of $30 per week. The
rationale for this requirement was
that compensation is the best indica-
tor of the importance of an employee
to an employer and that white-collar
employees are overwhelmingly paid
on a salary basis. (7he minimal-salary
requirement did not apply to profession-
al employees.) Professional employees
were required for the first time in
1940 to be paid a specified minimal
compensation on a salary or fee basis,
but this test did not apply to lawyers
or doctors.

This two-part “duties test/salary
test” for exempt status has remained,
in broadest outline, more or less the
same since 1938. Two important
regulatory changes to the salary test
have occurred since then. In 1940,
a second, higher-level salary was es-
tablished, and employees who were
paid at the higher level had fewer
specified duties they had to perform
in order to be exempt. The theory
underlying this short test of duties,
commonly called just the short test,
was that employees who are paid a
higher salary are more likely to be
exempt and hence have fewer duties
requirements. The 1940 regulations
set the short test salary minimum
at $100, whereas the salary for the
long test of duties (the “long test”
salary) was $55 for executive and ad-
ministrative employees and $75 for
professional employees. At irregular
intervals from 1940 until 2004 the
salaries were adjusted upward, in or-
der to reflect rising salaries for white-
collar employees; but the duties tests
remained essentially the same.

The other important regulatory
change occurred in 2004, when both
the salary test and the duties tests
were revamped. The long test salary
was set at $455 per week (the equiva-
lent of $11.38 per hour for a 40-hour
week and $23,660 per year). The short
test salary required that the employee
be paid at least $100,000 per year
($1,923 per week, of which at least
$455 per week had to be paid on a
salary or fee basis). The rest could be
paid by commissions or other non-
discretionary ~compensation. And
for both the long test and the short
test the list of duties that had to be
performed was shortened. Specifi-
cally, duties required under the long
test for the executive exemption were
reduced from 5 to 3, for the admin-
istrative exemption from 4 to 2, and
for the professional exemption from
4 to 1. As for the short test duties,
they were reduced from 2 to 1 (ex-
cept for professional employees en-
gaged in artistic or similarly creative
or imaginative work, who even under
the pre-2004 short test had to meet
only 1 duty requirement).

The effect of the 2004 regulatory
changes deeply troubles Linder for
many reasons. He contends that the
$455 per week salary under the long
test is far too low. If all of the long
test salaries established in the past are
adjusted for inflation using the con-
sumer price index, the current $455
per week is the lowest salary in nearly
50 years. As he points out, the week-
ly salary minimums for the long test
established in 1959—$100 for ex-
ecutive and administrative employees
and $115 for professional employees
—in 2004 are the equivalent of $614
and $707, respectively, when adjusted
for inflation.

Linder also believes that the revi-
sions of the duties under the long test
will make more employees exempt. A
graphic example is that, before 2004,
the long test required that in order
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to be exempt an executive employee
could not spend more than 20 percent
of working time doing non-execu-
tive work (or 40 percent in the case
of an employee of a retail or service
establishment); a similar 20 percent
limit applied to an administrative
employee. (These so-called tolerances
for nonexempt work recognized the
fact that even executives might have
to spend some time doing their own
photocopying, filing, and other less
exalted work.) These requirements
were significantly relaxed under the
long test in the 2004 regulations so
that there is now a 50 percent toler-
ance for nonexempt work.

It remains to be seen whether the
2004 regulatory changes will have
the many adverse effects on em-
ployees that Linder foresees. The
new regulations have been in effect
for only three years so there are not
yet enough court decisions to make
a definitive judgment. Nevertheless,
there is little doubt that the regula-
tions, mainly because of the reduc-
tion in the number of duties tests,
will make it easier than in the past for
employers to claim successfully that
their white-collar employees satisfy
the duties tests.

—]James B. Leonard
formerly with the

Office of the Solicitor,
U.S. Department of Labor

The credit trap
Debt  for Sale. By Brett Wil-

liams, University of Pennsylvania
Press, Philadelphia, Pennsylvania,
2004, 131 pp., $19.95/paperback.

Brett Williams, a professor of An-
thropology at American University,
has done extensive research of the
credit industry. In this book she ana-
lyzes the marked changes that have
taken place in the lives of Americans

June 2007

since credit cards first began mak-
ing a major impact in the 1970s. She
makes an impressive case against
banks and finance service companies,
who, she says, pursue profits in high-
interest credit cards; student loans;
and “predatory lending” or market-
ing to the poor, less educated, more
vulnerable in society. The result, she
says, has been “the fall of the middle
class, the strangling of small busi-
ness, the exploitation of college stu-
dents and the battering of the poor.”

Indebtedness among Americans
is proliferating. According to Pro-
fessor Williams, between 1980 and
1990 the amount of our indebted-
ness more than doubled, from $300
billion to $795 billion. In 1995, issu-
ers of credit cards sent out 2.4 billion
unsolicited credit offers and collected
$65 billion in interest, more than the
GNP of Egypt. By 2003, personal
debt had grown to 130 percent of
disposable income, nearly one-third
more than was the case in 1995. Si-
multaneously, some Americans have
become less and less able to pay
their bills, as service jobs replaced
higher paying manufacturing jobs.

In the 1980s, credit card interest
and fees became the primary profit
source for banks. According to Wil-
liams, the banks initially sought
middle class “installment users,”
people who “intend to pay their bills
each month but never quite manage,”
flooding them with a barrage of en-
ticements. Once that market became
saturated, banks focused on college
and high school students and the poor.
Since the 1990s, Williams claims that
credit card solicitors have specifically
targeted college students with ads
such as “Visa: accepted at more plac-
es than you were.” The bait is a low
introductory interest rate, but once it
expires even the “preferred” interest
rate is much higher. When you are
late, bounce a check, or go over your
limit there are penalties, and any time

you don’t pay off the balance in full,
you pay interest on interest. A 1991
survey found that only 18 percent of
students paid off their balances each
month. By 1995, for every 100,000
college students, credit card issuers
earned more than $16.5 million a
year; of this, $10 million was interest.
The next group that may be heav-
ily targeted for credit cards could be
high school students. “Within five
years, your typical 15-year old will
have at least a $300 credit limit on
a major card,” was the prediction
of one analyst cited by Williams.

Concurrently, Williams explains,
finance service companies began mar-
keting credit cards to the poor and
uneducated. One method of doing
this is the payday loan. This is how it
works: in return for $100, a customer
writes a check for $130 to be cashed
when the customer gets paid a week
or two later. The loan shop typically
earns an annual interest rate of more
than 1,200 percent on such loans.
By 1999, there were an estimated
8,000 payday loan shops. The num-
ber of pawn shops, where interest
rates approximate 200 percent, dou-
bled during the 1980s; nationwide,
there were around 14,000 shops by
2002. Other methods of offering
high-cost credit to the poor include
rent-to-own stores, where custom-
ers may pay 5 times the retail price,
and income tax anticipation loans
that can charge interest exceeding
700 percent on an annualized basis.

So,what can be done? Williams of-
fers a number of solutions including:

1. Raise the reserve require-
ments for banks engaging in pred-
atory lending.

2. Tax short-term gains and
give credit for long-term holdings
to encourage the creation of jobs
that pay a living wage.

3. Createanationwideusurycap

onalltypesoflendingandenforceit.



4. Loan money directly to Brett Williams is “right on the money and/or traveler’s checks?
students rather than through money,” both in her analysis of the To those interested in purchasing
banks and intermediaries, of- problem and the solutions that she this book she offers some good ad-
fer amnesty on student loans suggests above. But, to be fair, it vice: “Don’t Charge This Book!”
in return for public service, and  should also be noted that Williams

consider making a college edu- barely touches upon the benefit —Jim Titkemeyer

cation the type of entitlement it credit cards provide to responsible

is in many European countries. users. Does anyone really want to Office of Publications
5. Requirebankstoprovidelow-  go back to the days when traveling and Special Studies

cost banking services to the poor. required carrying large sums of Bureau of Labor Statistics
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Notes on Current Labor Statistics

This section of the Review presents the
principal statistical series collected and
calculated by the Bureau of Labor Statistics:
series on labor force; employment; unem-
ployment; labor compensation; consumer,
producer, and international prices; produc-
tivity; international comparisons; and injury
and illness statistics. In the notes that follow,
the data in each group of tables are briefly
described; key definitions are given; notes
on the data are set forth; and sources of ad-
ditional information are cited.

General notes

The following notes apply to several tables
in this section:

Seasonal adjustment. Certain monthly
and quarterly data are adjusted to eliminate
the effect on the data of such factors as cli-
matic conditions, industry production sched-
ules, opening and closing of schools, holiday
buying periods, and vacation practices, which
might prevent short-term evaluation of the
statistical series. Tables containing data that
have been adjusted are identified as “season-
ally adjusted.” (All other data are not season-
ally adjusted.) Seasonal effects are estimated
on the basis of current and past experiences.
When new seasonal factors are computed
each year, revisions may affect seasonally
adjusted data for several preceding years.

Seasonally adjusted data appear in tables
1-14,17-21, 48, and 52. Seasonally adjusted
labor force data in tables 1 and 4-9 were
revised in the February 2005 issue of the
Review. Seasonally adjusted establishment
survey data shown in tables 1, 12-14, and
17 were revised in the March 2005 Review.
A brief explanation of the seasonal adjust-
ment methodology appears in “Notes on
the data.”

Revisions in the productivity data in table
54 are usually introduced in the September
issue. Seasonally adjusted indexes and per-
cent changes from month-to-month and
quarter-to-quarter are published for numer-
ous Consumer and Producer Price Index
series. However, seasonally adjusted indexes
are not published for the U.S. average All-
Items CPI. Only seasonally adjusted percent
changes are available for this series.

Adjustments for price changes. Some
data—such as the “real” earnings shown in
table 14—are adjusted to eliminate the effect
of changes in price. These adjustments are
made by dividing current-dollar values by
the Consumer Price Index or the appropriate
component of the index, then multiplying
by 100. For example, given a current hourly
wage rate of $3 and a current price index
number of 150, where 1982 = 100, the hourly
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rate expressed in 1982 dollars is $2 ($3/150
x 100 = $2). The $2 (or any other resulting
values) are described as “real,” “constant,” or

“1982” dollars.

Sources of information

Data that supplement the tables in this sec-
tion are published by the Bureau in a variety
of sources. Definitions of each series and
notes on the data are contained in later sec-
tions of these Notes describing each set of
data. For detailed descriptions of each data
series, see BLS Handbook of Methods, Bulletin
2490. Users also may wish to consult Major
Programs of the Bureau of Labor Statistics,
Report 919. News releases provide the lat-
est statistical information published by the
Bureau; the major recurring releases are
published according to the schedule appear-
ing on the back cover of this issue.

More information about labor force,
employment, and unemployment data and
the household and establishment surveys
underlying the data are available in the
Bureau’s monthly publication, Employment
and Earnings. Historical unadjusted and
seasonally adjusted data from the household
survey are available on the Internet:

www.bls.gov/cps/
Historically comparable unadjusted and sea-
sonally adjusted data from the establishment
survey also are available on the Internet:
www.bls.gov/ces/
Additional information on labor force data
for areas below the national level are pro-
vided in the BLS annual report, Geographic
Profile of Employment and Unemployment.

For a comprehensive discussion of the
Employment Cost Index, see Employment
Cost Indexes and Levels, 1975-95, BLS Bul-
letin 2466. The most recent data from the
Employee Benefits Survey appear in the fol-
lowing Bureau of Labor Statistics bulletins:
Employee Benefits in Medium and Large Firms;
Employee Benefits in Small Private Establish-
ments; and Employee Benefits in State and Local
Governments.

More detailed data on consumer and
producer prices are published in the monthly
periodicals, The CPI Detailed Report and Pro-
ducer Price Indexes. For an overview of the
1998 revision of the CPI, see the December
1996 issue of the Monthly Labor Review. Ad-
ditional data on international prices appear
in monthly news releases.

Listings of industries for which produc-
tivity indexes are available may be found on
the Internet:

www.bls.gov/lpc/

For additional information on inter-

national comparisons data, see Inferna-

tional Comparisons of Unemployment, Bulletin
1979.

Detailed data on the occupational injury
and illness series are published in Occupa-
tional Injuries and Illnesses in the United States,
by Industry, a BLS annual bulletin.

Finally, the Monthly Labor Review carries
analytical articles on annual and longer term
developments in labor force, employment,
and unemployment; employee compensation
and collective bargaining; prices; productiv-
ity; international comparisons; and injury
and illness data.

Symbols
n.e.c. = not elsewhere classified.
n.e.s. = not elsewhere specified.
p = preliminary. To increase
the timeliness of some series,
preliminary figures are issued
based on representative but
incomplete returns.
r = revised. Generally, this revision

reflects the availability of later
data, but also may reflect other
adjustments.

Comparative Indicators
(Tables 1-3)

Comparative indicators tables provide an
overview and comparison of major BLS sta-
tistical series. Consequently, although many
of the included series are available monthly,
all measures in these comparative tables are
presented quarterly and annually.

Labor market indicators include em-
ployment measures from two major surveys
and information on rates of change in
compensation provided by the Employment
Cost Index (ECI) program. The labor force
participation rate, the employment-popula-
tion ratio, and unemployment rates for major
demographic groups based on the Current
Population (“household”) Survey are pre-
sented, while measures of employment and
average weekly hours by major industry sec-
tor are given using nonfarm payroll data. The
Employment Cost Index (compensation),
by major sector and by bargaining status, is
chosen from a variety of BLS compensation
and wage measures because it provides a
comprehensive measure of employer costs for
hiring labor, not just outlays for wages, and it
is not affected by employment shifts among
occupations and industries.

Data on changes in compensation, pric-
es, and productivity are presented in table 2.
Measures of rates of change of compensation



and wages from the Employment Cost Index
program are provided for all civilian nonfarm
workers (excluding Federal and household
workers) and for all private nonfarm workers.
Measures of changes in consumer prices for
all urban consumers; producer prices by stage
of processing; overall prices by stage of pro-
cessing; and overall export and import price
indexes are given. Measures of productivity
(output per hour of all persons) are provided
for major sectors.

Alternative measures of wage and com-
pensation rates of change, which reflect the
overall trend in labor costs, are summarized
in table 3. Differences in concepts and scope,
related to the specific purposes of the series,
contribute to the variation in changes among
the individual measures.

Notes on the data

Definitions of each series and notes on the
data are contained in later sections of these
notes describing each set of data.

Employment and
Unemployment Data

(Tables 1; 4-29)

Household survey data

Description of the series

Employment data in this section are ob-
tained from the Current Population Survey,
a program of personal interviews conducted
monthly by the Bureau of the Census for
the Bureau of Labor Statistics. The sample
consists of about 60,000 households selected
to represent the U.S. population 16 years of
age and older. Households are interviewed
on a rotating basis, so that three-fourths of
the sample is the same for any 2 consecutive
months.

Definitions

Employed persons include (1) all those who
worked for pay any time during the week
which includes the 12th day of the month or
who worked unpaid for 15 hours or more in a
family-operated enterprise and (2) those who
were temporarily absent from their regular
jobs because of illness, vacation, industrial
dispute, or similar reasons. A person working
at more than one job is counted only in the
job at which he or she worked the greatest
number of hours.

Unemployed persons are those who did
not work during the survey week, but were
available for work except for temporary illness
and had looked for jobs within the preceding

4 weeks. Persons who did not look for work
because they were on layoff are also counted
among the unemployed. The unemployment
rate represents the number unemployed as a
percent of the civilian labor force.

The civilian labor force consists of all
employed or unemployed persons in the civil-
ian noninstitutional population. Persons not
in the labor force are those not classified as
employed or unemployed. This group includes
discouraged workers, defined as persons who
want and are available for a job and who
have looked for work sometime in the past
12 months (or since the end of their last job
if they held one within the past 12 months),
but are not currently looking, because they
believe there are no jobs available or there are
none for which they would qualify. The civil-
ian noninstitutional population comprises
all persons 16 years of age and older who are
not inmates of penal or mental institutions,
sanitariums, or homes for the aged, infirm,
or needy. The civilian labor force partici-
pation rate is the proportion of the civilian
noninstitutional population that is in the
labor force. The employment-population
ratio is employment as a percent of the civil-
ian noninstitutional population.

Notes on the data

From time to time, and especially after a de-
cennial census, adjustments are made in the
Current Population Survey figures to correct
for estimating errors during the intercensal
years. These adjustments affect the compa-
rability of historical data. A description of
these adjustments and their effect on the
various data series appears in the Explana-
tory Notes of Employment and Earnings. For
a discussion of changes introduced in January
2003, see “Revisions to the Current Popula-
tion Survey Effective in January 2003 in
the February 2003 issue of Employment and
Earnings (available on the BLS Web site at
www.bls.gov/cps/rveps03.pdf).

Effective in January 2003, BLS began
using the X-12 ARIMA seasonal adjustment
program to seasonally adjust national labor
force data. This program replaced the X-11
ARIMA program which had been used since
January 1980. See “Revision of Seasonally
Adjusted Labor Force Series in 2003,” in
the February 2003 issue of Employment and
Earnings (available on the BLS Web site at
www.bls.gov/cps/cpsrs.pdf) for a discussion
of the introduction of the use of X-12 ARIMA
for seasonal adjustment of the labor force
data and the effects that it had on the data.

At the beginning of each calendar year,
historical seasonally adjusted data usually
are revised, and projected seasonal adjust-
ment factors are calculated for use during the

January—June period. The historical season-
ally adjusted data usually are revised for only
the most recent 5 years. In July, new seasonal
adjustment factors, which incorporate the
experience through June, are produced for
the July-December period, but no revisions
are made in the historical data.

FOR ADDITIONAL INFORMATION on
national household survey data, contact the
Division of Labor Force Statistics: (202)
691-6378.

Establishment survey data

Description of the series

Employment, hours, and earnings data in this
section are compiled from payroll records
reported monthly on a voluntary basis to
the Bureau of Labor Statistics and its co-
operating State agencies by about 160,000
businesses and government agencies, which
represent approximately 400,000 individual
worksites and represent all industries except
agriculture. The active CES sample covers
approximately one-third of all nonfarm
payroll workers. Industries are classified in
accordance with the 2002 North American
Industry Classification System. In most
industries, the sampling probabilities are
based on the size of the establishment; most
large establishments are therefore in the
sample. (An establishment is not necessarily
a firm; it may be a branch plant, for example,
or warechouse.) Self-employed persons and
others not on a regular civilian payroll are
outside the scope of the survey because they
are excluded from establishment records.
This largely accounts for the difference in
employment figures between the household
and establishment surveys.

Definitions

An establishment is an economic unit which
produces goods or services (such as a factory
or store) at a single location and is engaged
in one type of economic activity.

Employed persons are all persons who
received pay (including holiday and sick pay)
for any part of the payroll period including
the 12th day of the month. Persons holding
more than one job (about 5 percent of all
persons in the labor force) are counted in
each establishment which reports them.

Production workers in the goods-
producing industries cover employees, up
through the level of working supervisors,
who engage directly in the manufacture or
construction of the establishment’s product.
In private service-providing industries, data
are collected for nonsupervisory workers,
which include most employees except those
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in executive, managerial, and supervisory
positions. Those workers mentioned in tables
11-16 include production workers in manu-
facturing and natural resources and mining;
construction workers in construction; and
nonsupervisory workers in all private ser-
vice-providing industries. Production and
nonsupervisory workers account for about
four-fifths of the total employment on pri-
vate nonagricultural payrolls.

Earnings are the payments production
or nonsupervisory workers receive during
the survey period, including premium pay
for overtime or late-shift work but exclud-
ing irregular bonuses and other special
payments. Real earnings are earnings
adjusted to reflect the effects of changes
in consumer prices. The deflator for this
series is derived from the Consumer Price
Index for Urban Wage Earners and Clerical
Workers (CPI-W).

Hours represent the average weekly
hours of production or nonsupervisory
workers for which pay was received, and are
different from standard or scheduled hours.
Overtime hours represent the portion of
average weekly hours which was in excess
of regular hours and for which overtime
premiums were paid.

The Diffusion Index represents the
percent of industries in which employment
was rising over the indicated period, plus
one-half of the industries with unchanged
employment; 50 percent indicates an equal
balance between industries with increasing
and decreasing employment. In line with
Bureau practice, data for the 1-, 3-, and 6-
month spans are seasonally adjusted, while
those for the 12-month span are unadjusted.
Table 17 provides an index on private non-
farm employment based on 278 industries,
and a manufacturing index based on 84
industries. These indexes are useful for mea-
suring the dispersion of economic gains or
losses and are also economic indicators.

Notes on the data

Establishment survey data are annually
adjusted to comprehensive counts of em-
ployment (called “benchmarks”). The March
2003 benchmark was introduced in February
2004 with the release of data for January
2004, published in the March 2004 issue of
the Review. With the release in June 2003,
CES completed a conversion from the Stan-
dard Industrial Classification (SIC) system to
the North American Industry Classification
System (NAICS) and completed the transition
from its original quota sample design to a
probability-based sample design. The indus-
try-coding update included reconstruction
of historical estimates in order to preserve
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time series for data users. Normally 5 years
of seasonally adjusted data are revised with
each benchmark revision. However, with this
release, the entire new time series history for
all CES data series were re-seasonally adjusted
due to the NAICS conversion, which resulted
in the revision of all CES time series.

Also in June 2003, the CES program in-
troduced concurrent seasonal adjustment for
the national establishment data. Under this
methodology, the first preliminary estimates
for the current reference month and the
revised estimates for the 2 prior months will
be updated with concurrent factors with each
new release of data. Concurrent seasonal
adjustment incorporates all available data,
including first preliminary estimates for
the most current month, in the adjustment
process. For additional information on all of
the changes introduced in June 2003, see the
June 2003 issue of Employment and Earnings
and “Recent changes in the national Current
Employment Statistics survey,” Monthly La-
bor Review, June 2003, pp. 3-13.

Revisions in State data (table 11) oc-
curred with the publication of January 2003
data. For information on the revisions for
the State data, see the March and May 2003
issues of Employment and Earnings,and “Re-
cent changes in the State and Metropolitan
Area CES survey,” Monthly Labor Review,
June 2003, pp. 14-19.

Beginning in June 1996, the BLS uses
the X-12-ARIMA methodology to season-
ally adjust establishment survey data. This
procedure, developed by the Bureau of the
Census, controls for the effect of varying
survey intervals (also known as the 4- versus
5-week effect), thereby providing improved
measurement of over-the-month changes
and underlying economic trends. Revisions
of data, usually for the most recent 5-year
period, are made once a year coincident with
the benchmark revisions.

In the establishment survey, estimates
for the most recent 2 months are based on
incomplete returns and are published as pre-
liminary in the tables (1217 in the Review).
When all returns have been received, the
estimates are revised and published as “final”
(prior to any benchmark revisions) in the
third month of their appearance. Thus, De-
cember data are published as preliminary in
January and February and as final in March.
For the same reasons, quarterly establish-
ment data (table 1) are preliminary for the
first 2 months of publication and final in the
third month. Fourth-quarter data are pub-
lished as preliminary in January and February
and as final in March.

FOR ADDITIONAL INFORMATION on

establishment survey data, contact the Di-
vision of Current Employment Statistics:

(202) 691-6555.

Unemployment data by State
Description of the series

Data presented in this section are obtained
from the Local Area Unemployment Statis-
tics (LAUS) program, which is conducted in
cooperation with State employment security
agencies.

Monthly estimates of the labor force,
employment, and unemployment for States
and sub-State areas are a key indicator of lo-
cal economic conditions, and form the basis
for determining the eligibility of an area for
benefits under Federal economic assistance
programs such as the Job Training Partner-
ship Act. Seasonally adjusted unemployment
rates are presented in table 10. Insofar as pos-
sible, the concepts and definitions underlying
these data are those used in the national
estimates obtained from the CPS.

Notes on the data

Data refer to State of residence. Monthly
data for all States and the District of Colum-
bia are derived using standardized procedures
established by BLS. Once a year, estimates are
revised to new population controls, usually
with publication of January estimates, and
benchmarked to annual average CPS levels.

FOR ADDITIONAL INFORMATION on data
in this series, call (202) 691-6392 (table 10)
or (202) 691-6559 (table 11).

Quarterly Census of
Employment and Wages

Description of the series

Employment, wage, and establishment data
in this section are derived from the quarterly
tax reports submitted to State employment
security agencies by private and State and
local government employers subject to State
unemployment insurance (u1) laws and from
Federal, agencies subject to the Unemploy-
ment Compensation for Federal Employees
(ucre) program. Each quarter, State agen-
cies edit and process the data and send the
information to the Bureau of Labor Statistics.

The Quarterly Census of Employment
and Wages (QCEW) data, also referred as ES-
202 data, are the most complete enumeration
of employment and wage information by
industry at the national, State, metropolitan
area, and county levels. They have broad
economic significance in evaluating labor



market trends and major industry develop-
ments.

Definitions

In general, the Quarterly Census of Employ-
ment and Wages monthly employment data
represent the number of covered workers
who worked during, or received pay for, the
pay period that included the 12th day of
the month. Covered private industry em-
ployment includes most corporate officials,
executives, supervisory personnel, profes-
sionals, clerical workers, wage earners, piece
workers, and part-time workers. It excludes
proprietors, the unincorporated self-em-
ployed, unpaid family members, and certain
farm and domestic workers. Certain types
of nonprofit employers, such as religious
organizations, are given a choice of coverage
or exclusion in a number of States. Workers
in these organizations are, therefore, reported
to a limited degree.

Persons on paid sick leave, paid holiday,
paid vacation, and the like, are included.
Persons on the payroll of more than one
firm during the period are counted by each
ul-subject employer if they meet the employ-
ment definition noted earlier. The employ-
ment count excludes workers who earned no
wages during the entire applicable pay period
because of work stoppages, temporary layoffs,
illness, or unpaid vacations.

Federal employment data are based on
reports of monthly employment and quar-
terly wages submitted each quarter to State
agencies for all Federal installations with
employees covered by the Unemployment
Compensation for Federal Employees (ucrE)
program, except for certain national security
agencies, which are omitted for security rea-
sons. Employment for all Federal agencies
for any given month is based on the number
of persons who worked during or received
pay for the pay period that included the 12th
of the month.

An establishment is an economic unit,
such as a farm, mine, factory, or store, that
produces goods or provides services. It is
typically at a single physical location and
engaged in one, or predominantly one, type
of economic activity for which a single indus-
trial classification may be applied. Occasion-
ally, a single physical location encompasses
two or more distinct and significant activities.
Each activity should be reported as a separate
establishment if separate records are kept
and the various activities are classified under
different NAICS industries.

Most employers have only one estab-
lishment; thus, the establishment is the
predominant reporting unit or statistical

entity for reporting employment and wages
data. Most employers, including State and
local governments who operate more than
one establishment in a State, file a Multiple
Worksite Report each quarter, in addition
to their quarterly U1 report. The Multiple
Worksite Report is used to collect separate
employment and wage data for each of the
employer’s establishments, which are not
detailed on the ur report. Some very small
multi-establishment employers do not file a
Multiple Worksite Report. When the total
employment in an employer’s secondary
establishments (all establishments other
than the largest) is 10 or fewer, the employer
generally will file a consolidated report for all
establishments. Also, some employers either
cannot or will not report at the establishment
level and thus aggregate establishments into
one consolidated unit, or possibly several
units, though not at the establishment level.

For the Federal Government, the report-
ing unit is the installation: a single location
at which a department, agency, or other gov-
ernment body has civilian employees. Federal
agencies follow slightly different criteria than
do private employers when breaking down
their reports by installation. They are permit-
ted to combine as a single statewide unit: 1)
all installations with 10 or fewer workers,
and 2) all installations that have a combined
total in the State of fewer than 50 workers.
Also, when there are fewer than 25 workers
in all secondary installations in a State, the
secondary installations may be combined and
reported with the major installation. Last,if a
Federal agency has fewer than five employees
in a State, the agency headquarters office
(regional office, district office) serving each
State may consolidate the employment and
wages data for that State with the data re-
ported to the State in which the headquarters
is located. As a result of these reporting rules,
the number of reporting units is always larger
than the number of employers (or govern-
ment agencies) but smaller than the number
of actual establishments (or installations).

Data reported for the first quarter are
tabulated into size categories ranging from
worksites of very small size to those with
1,000 employees or more. The size category
is determined by the establishment’s March
employment level. It is important to note that
each establishment of a multi-establishment
firm is tabulated separately into the appropri-
ate size category. The total employment level
of the reporting multi-establishment firm is
not used in the size tabulation.

Covered employers in most States report
total wages paid during the calendar quarter,
regardless of when the services were per-
formed. A few State laws, however, specify
that wages be reported for, or based on the

period during which services are performed
rather than the period during which com-
pensation is paid. Under most State laws or
regulations, wages include bonuses, stock
options, the cash value of meals and lodging,
tips and other gratuities, and, in some States,
employer contributions to certain deferred
compensation plans such as 401(k) plans.

Covered employer contributions for
old-age, survivors, and disability insurance
(oaspi), health insurance, unemployment in-
surance, workers’ compensation, and private
pension and welfare funds are not reported as
wages. Employee contributions for the same
purposes, however, as well as money withheld
for income taxes, union dues, and so forth, are
reported even though they are deducted from
the worker’s gross pay.

Wages of covered Federal workers rep-
resent the gross amount of all payrolls for all
pay periods ending within the quarter. This
includes cash allowances, the cash equivalent
of any type of remuneration, severance pay,
withholding taxes, and retirement deduc-
tions. Federal employee remuneration gener-
ally covers the same types of services as for
workers in private industry.

Average annual wage per employee for
any given industry are computed by divid-
ing total annual wages by annual average
employment. A further division by 52 yields
average weekly wages per employee. Annual
pay data only approximate annual earnings
because an individual may not be employed
by the same employer all year or may work for
more than one employer at a time.

Average weekly or annual wage is af-
fected by the ratio of full-time to part-time
workers as well as the number of individuals
in high-paying and low-paying occupations.
When average pay levels between States and
industries are compared, these factors should
be taken into consideration. For example,
industries characterized by high proportions
of part-time workers will show average wage
levels appreciably less than the weekly pay
levels of regular full-time employees in these
industries. The opposite effect characterizes
industries with low proportions of part-time
workers, or industries that typically schedule
heavy weekend and overtime work. Average
wage data also may be influenced by work
stoppages, labor turnover rates, retroactive
payments, seasonal factors, bonus payments,
and so on.

Notes on the data

Beginning with the release of data for 2001,
publications presenting data from the Cov-
ered Employment and Wages program have
switched to the 2002 version of the North
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American Industry Classification System
(NAICS) as the basis for the assignment and
tabulation of economic data by industry.
NAICS is the product of a cooperative ef-
fort on the part of the statistical agencies
of the United States, Canada, and Mexico.
Due to difference in NAICS and Standard
Industrial Classification (SIC) structures,
industry data for 2001 is not compa-
rable to the SIC-based data for earlier years.

Effective January 2001, the program
began assigning Indian Tribal Councils and
related establishments to local government
ownership. This BLS action was in response
to a change in Federal law dealing with the
way Indian Tribes are treated under the
Federal Unemployment Tax Act. This law
requires federally recognized Indian Tribes
to be treated similarly to State and local
governments. In the past, the Covered Em-
ployment and Wage (CEW) program coded
Indian Tribal Councils and related establish-
ments in the private sector. As a result of the
new law, CEW data reflects significant shifts
in employment and wages between the pri-
vate sector and local government from 2000
to 2001. Data also reflect industry changes.
Those accounts previously assigned to civic
and social organizations were assigned to
tribal governments. There were no required
industry changes for related establishments
owned by these Tribal Councils. These
tribal business establishments continued to
be coded according to the economic activity
of that entity.

To insure the highest possible quality
of data, State employment security agencies
verify with employers and update, if neces-
sary, the industry, location, and ownership
classification of all establishments on a 3-year
cycle. Changes in establishment classifica-
tion codes resulting from the verification
process are introduced with the data reported
for the first quarter of the year. Changes
resulting from improved employer reporting
also are introduced in the first quarter. For
these reasons, some data, especially at more
detailed geographic levels, may not be strictly
comparable with earlier years.

County definitions are assigned according
to Federal Information Processing Standards
Publications as issued by the National In-
stitute of Standards and Technology. Areas
shown as counties include those designated
as independent cities in some jurisdictions
and, in Alaska, those areas designated by the
Census Bureau where counties have not been
created. County data also are presented for
the New England States for comparative
purposes, even though townships are the
more common designation used in New

England (and New Jersey).
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The Office of Management and Budget
(OMB) defines metropolitan areas for use
in Federal statistical activities and updates
these definitions as needed. Data in this table
use metropolitan area criteria established
by OMB in definitions issued June 30, 1999
(OMB Bulletin No. 99-04). These definitions
reflect information obtained from the 1990
Decennial Census and the 1998 U.S. Census
Bureau population estimate. A complete list
of metropolitan area definitions is available
from the National Technical Information
Service (NTIS), Document Sales, 5205 Port
Royal Road, Springfield, Va. 22161, tele-
phone 1-800-553-6847.

OMB defines metropolitan areas in terms
of entire counties, except in the six New Eng-
land States where they are defined in terms of
cities and towns. New England data in this
table, however, are based on a county concept
defined by OMB as New England County
Metropolitan Areas (NECMA) because coun-
ty-level data are the most detailed available
from the Quarterly Census of Employment
and Wages. The NECMA is a county-based
alternative to the city- and town-based
metropolitan areas in New England. The
NECMA for a Metropolitan Statistical Area
(MSA) include: (1) the county containing
the first-named city in that MSA title (this
county may include the first-named cities of
other MSA, and (2) each additional county
having at least half its population in the
MSA in which first-named cities are in the
county identified in step 1. The NECMA is
officially defined areas that are meant to be
used by statistical programs that cannot use
the regular metropolitan area definitions in
New England.

For ADDITIONAL INFORMATION on the
covered employment and wage data, contact
the Division of Administrative Statistics and
Labor Turnover at (202) 691-6567.

Job Openings and Labor
Turnover Survey

Description of the series

Data for the Job Openings and Labor
Turnover Survey (JOLTS) are collected and
compiled from a sample of 16,000 business
establishments. Each month, data are col-
lected for total employment, job openings,
hires, quits, layoffs and discharges, and other
separations. The JOLTS program covers all
private nonfarm establishments such as fac-
tories, offices, and stores, as well as Federal,
State, and local government entities in the
50 States and the District of Columbia. The
JOLTS sample design is a random sample

drawn from a universe of more than eight
million establishments compiled as part of
the operations of the Quarterly Census of
Employment and Wages, or QCEW, program.
'This program includes all employers subject to
State unemployment insurance (UI) laws and
Federal agencies subject to Unemployment
Compensation for Federal Employees (UCFE).

The sampling frame is stratified by own-
ership, region, industry sector, and size class.
Large firms fall into the sample with virtual
certainty. JOLTS total employment estimates
are controlled to the employment estimates
of the Current Employment Statistics (CES)
survey. A ratio of CES to JOLTS employment
is used to adjust the levels for all other JOLTS
data elements. Rates then are computed from
the adjusted levels.

The monthly JOLTS data series begin with
December 2000. Not seasonally adjusted
data on job openings, hires, total separa-
tions, quits, layoffs and discharges, and other
separations levels and rates are available for
the total nonfarm sector, 16 private industry
divisions and 2 government divisions based
on the North American Industry Classifica-
tion System (NAICS), and four geographic
regions. Seasonally adjusted data on job
openings, hires, total separations, and quits
levels and rates are available for the total
nonfarm sector, selected industry sectors, and
four geographic regions.

Definitions

Establishments submit job openings in-
for-mation for the last business day of the
reference month. A job opening requires
that (1) a specific position exists and there
is work available for that position; and (2)
work could start within 30 days regardless
of whether a suitable candidate is found;
and (3) the employer is actively recruiting
from outside the establishment to fill the
position. Included are full-time, part-time,
permanent, short-term, and seasonal open-
ings. Active recruiting means that the estab-
lishment is taking steps to fill a position by
advertising in newspapers or on the Internet,
posting help-wanted signs, accepting ap-
plications, or using other similar methods.

Jobs to be filled only by internal transfers,
promotions, demotions, or recall from layofts
are excluded. Also excluded are jobs with
start dates more than 30 days in the future,
jobs for which employees have been hired but
have not yet reported for work, and jobs to be
filled by employees of temporary help agen-
cies, employee leasing companies, outside
contractors, or consultants. The job openings
rate is computed by dividing the number of
job openings by the sum of employment and



job openings, and multiplying that quotient
by 100.

Hires are the total number of additions
to the payroll occurring at any time during
the reference month, including both new and
rehired employees and full-time and part-
time, permanent, short-term and seasonal
employees, employees recalled to the location
after a layoft lasting more than 7 days, on-call
or intermittent employees who returned to
work after having been formally separated,
and transfers from other locations. The hires
count does not include transfers or promo-
tions within the reporting site, employees re-
turning from strike, employees of temporary
help agencies or employee leasing companies,
outside contractors, or consultants. The hires
rate is computed by dividing the number of
hires by employment, and multiplying that
quotient by 100.

Separations are the total number of
terminations of employment occurring at
any time during the reference month, and
are reported by type of separation—quits,
layofts and discharges, and other separations.
Quits are voluntary separations by employees
(except for retirements, which are reported
as other separations). Layoffs and discharges
are involuntary separations initiated by the
employer and include layoffs with no intent
to rehire, formal layofts lasting or expected
to last more than 7 days, discharges resulting
from mergers, downsizing, or closings, firings
or other discharges for cause, terminations
of permanent or short-term employees, and
terminations of seasonal employees. Other
separations include retirements, transfers
to other locations, deaths, and separations
due to disability. Separations do not include
transfers within the same location or em-
ployees on strike.

The separations rate is computed by di-
viding the number of separations by employ-
ment, and multiplying that quotient by 100.
The quits, layoffs and discharges, and other
separations rates are computed similarly,
dividing the number by employment and
multiplying by 100.

Notes on the data

The JOLTS data series on job openings, hires,
and separations are relatively new. The full
sample is divided into panels, with one panel
enrolled each month. A full complement of
panels for the original data series based on
the 1987 Standard Industrial Classification
(SIC) system was not completely enrolled in
the survey until January 2002. The supple-
mental panels of establishments needed to
create NAICS estimates were not completely

enrolled until May 2003. The data collected
up until those points are from less than a
full sample. Therefore, estimates from ear-
lier months should be used with caution, as
fewer sampled units were reporting data at
that time.

In March 2002, BLS procedures for
collecting hires and separations data were
revised to address possible underreporting.
As a result, JOLTS hires and separations esti-
mates for months prior to March 2002 may
not be comparable with estimates for March
2002 and later.

The Federal Government reorganization
that involved transferring approximately
180,000 employees to the new Department
of Homeland Security is not reflected in
the JOLTS hires and separations estimates
for the Federal Government. The Office of
Personnel Management’s record shows these
transfers were completed in March 2003.The
inclusion of transfers in the JOLTS definitions
of hires and separations is intended to cover
ongoing movements of workers between
establishments. The Department of Home-
land Security reorganization was a massive
one-time event, and the inclusion of these
intergovernmental transfers would distort
the Federal Government time series.

Data users should note that seasonal
adjustment of the JOLTS series is conducted
with fewer data observations than is cus-
tomary. The historical data, therefore, may
be subject to larger than normal revisions.
Because the seasonal patterns in economic
data series typically emerge over time, the
standard use of moving averages as seasonal
filters to capture these effects requires longer
series than are currently available. As a result,
the stable seasonal filter option is used in the
seasonal adjustment of the JOLTS data. When
calculating seasonal factors, this filter takes
an average for each calendar month after
detrending the series. The stable seasonal
filter assumes that the seasonal factors are
fixed; a necessary assumption until sufficient
data are available. When the stable seasonal
filter is no longer needed, other program fea-
tures also may be introduced, such as outlier
adjustment and extended diagnostic testing.
Additionally, it is expected that more series,
such as layofts and discharges and additional
industries, may be seasonally adjusted when
more data are available.

JOLTS hires and separations estimates
cannot be used to exactly explain net changes
in payroll employment. Some reasons why it
is problematic to compare changes in payroll
employment with JOLTS hires and separa-
tions, especially on a monthly basis, are: (1)
the reference period for payroll employment
is the pay period including the 12th of the

month, while the reference period for hires
and separations is the calendar month; and
(2) payroll employment can vary from month
to month simply because part-time and on-
call workers may not always work during
the pay period that includes the 12th of the
month. Additionally, research has found that
some reporters systematically underreport
separations relative to hires due to a num-
ber of factors, including the nature of their
payroll systems and practices. The shortfall
appears to be about 2 percent or less over a
12-month period.

FOR ADDITIONAL INFORMATION on
the Job Openings and Labor Turnover
Survey, contact the Division of Administra-
tive Statistics and Labor Turnover at (202)
961-5870.

Compensation and
Wage Data
(Tables 1-3; 30-37)

The National Compensation Survey (NCS)
produces a variety of compensation data.
These include: The Employment Cost Index
(ECI) and NCS benefit measures of the inci-
dence and provisions of selected employee
benefit plans. Selected samples of these
measures appear in the following tables. NCS
also compiles data on occupational wages and
the Employer Costs for Employee Compen-
sation (ECEC).

Employment Cost Index

Description of the series

The Employment Cost Index (ECI) is a
quarterly measure of the rate of change in
compensation per hour worked and includes
wages, salaries, and employer costs of em-
ployee benefits. It is a Laspeyres Index that
uses fixed employment weights to measure
change in labor costs free from the influence
of employment shifts among occupations
and industries.

The ECI provides data for the civilian
economy, which includes the total private
nonfarm economy excluding private house-
holds, and the public sector excluding the
Federal government. Data are collected each
quarter for the pay period including the
12th day of March, June, September, and
December.

Sample establishments are classified by
industry categories based on the 2002 North
American Classification System (NAICS).
Within a sample establishment, specific job
categories are selected and classified into
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about 800 occupations according to the 2000
Standard Occupational Classification (SOC)
System. Individual occupations are com-
bined to represent one of ten intermediate
aggregations, such as professional and related
occupations, or one of five higher level aggre-
gations, such as management, professional,
and related occupations.

Fixed employment weights are used
each quarter to calculate the most aggregate
series—civilian, private, and State and local
government. These fixed weights are also
used to derive all of the industry and occu-
pational series indexes. Beginning with the
March 2006 estimates, 2002 fixed employ-
ment weights from the Bureau’s Occupa-
tional Employment Statistics survey were
introduced. From March 1995 to December
2005, 1990 employment counts were used.
These fixed weights ensure that changes in
these indexes reflect only changes in com-
pensation, not employment shifts among
industries or occupations with different levels
of wages and compensation. For the series
based on bargaining status, census region
and division, and metropolitan area status,
fixed employment data are not available. The
employment weights are reallocated within
these series each quarter based on the cur-
rent Ect sample. The indexes for these series,
consequently, are not strictly comparable
with those for aggregate, occupational, and
industry series.

Definitions

Total compensation costs include wages,
salaries, and the employer’s costs for em-
ployee benefits.

Wages and salaries consist of earnings
before payroll deductions, including produc-
tion bonuses, incentive earnings, commis-
sions, and cost-of-living adjustments.

Benefits include the cost to employers
for paid leave, supplemental pay (includ-
ing nonproduction bonuses), insurance,
retirement and savings plans, and legally
required benefits (such as Social Security,
workers’ compensation, and unemployment
insurance).

Excluded from wages and salaries and
employee benefits are such items as payment-
in-kind, free room and board, and tips.

Notes on the data

The ECI data in these tables reflect the
con-version to the 2002 North American
Industry Classification System (NAICS) and
the 2000 Standard Occupational Classifica-
tion (SOC) system. The NAICS and SOC data
shown prior to 2006 are for informational
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purposes only. ECI series based on NAICS
and SOC became the official BLS estimates
starting in March 2006.

'The ECI for changes in wages and salaries
in the private nonfarm economy was pub-
lished beginning in 1975. Changes in total
compensation cost—wages and salaries and
benefits combined—were published begin-
ning in 1980. The series of changes in wages
and salaries and for total compensation in
the State and local government sector and
in the civilian nonfarm economy (excluding
Federal employees) were published begin-
ning in 1981. Historical indexes (December
2005=100) are available on the Internet:
www.bls.gov/ect/

ADDITIONAL INFORMATION on the
Employment Cost Index is available at
http://www.bls.gov/ncs/ect/home.htm or
by telephone at (202) 691-6199.

National Compensation Survey Benefit
Measures

Description of the series

NCS benefit measures of employee ben-
efits are published in two separate reports.
The annual summary provides data on the
incidence of (access to and participation
in) selected benefits and provisions of paid
holidays and vacations, life insurance plans,
and other selected benefit programs. Data on
percentages of establishments offering major
employee benefits, and on the employer and
employee shares of contributions to medical
care premiums also are presented. Selected
benefit data appear in the following tables. A
second publication, published later, contains
more detailed information about health and
retirement plans.

Definitions

Employer-provided benefits are benefits
that are financed either wholly or partly by
the employer. They may be sponsored by a
union or other third party, as long as there
is some employer financing. However, some
benefits that are fully paid for by the employ-
ee also are included. For example, long-term
care insurance paid entirely by the employee
are included because the guarantee of insur-
ability and availability at group premium
rates are considered a benefit.

Employees are considered as having ac-
cess to a benefit plan if it is available for their
use. For example, if an employee is permitted
to participate in a medical care plan offered
by the employer, but the employee declines to
do so, he or she is placed in the category with
those having access to medical care.

Employees in contributory plans are
considered as participating in an insurance
or retirement plan if they have paid required

contributions and fulfilled any applicable
service requirement. Employees in noncontr-
ibutory plans are counted as participating
regardless of whether they have fulfilled the
service requirements.

Defined benefit pension plans use pre-
determined formulas to calculate a retirement
benefit (if any), and obligate the employer to
provide those benefits. Benefits are generally
based on salary, years of service, or both.

Defined contribution plans generally
specify the level of employer and employee
contributions to a plan, but not the formula
for determining eventual benefits. Instead,
individual accounts are set up for par-
ticipants, and benefits are based on amounts
credited to these accounts.

Tax-deferred savings plans are a type of
defined contribution plan that allow partici-
pants to contribute a portion of their salary
to an employer-sponsored plan and defer
income taxes until withdrawal.

Flexible benefit plans allow employees
to choose among several benefits, such as life
insurance, medical care, and vacation days,
and among several levels of coverage within
a given benefit.

Notes on the data

ADDITIONAL INFORMATION ON THE NCS
benefit measures is available at http://www.
bls.gov/ncs/ebs/home.htm or by telephone
at (202) 691-6199.

Work stoppages
(Table 37)

Description of the series

Data on work stoppages measure the number
and duration of major strikes or lockouts
(involving 1,000 workers or more) occurring
during the month (or year), the number of
workers involved, and the amount of work
time lost because of stoppage. These data are
presented in table 37.

Data are largely from a variety of pub-
lished sources and cover only establishments
directly involved in a stoppage. They do not
measure the indirect or secondary effect of
stoppages on other establishments whose
employees are idle owing to material short-
ages or lack of service.

Definitions

Number of stoppages: The number of
strikes and lockouts involving 1,000 work-
ers or more and lasting a full shift or longer.



Workers involved: The number of work-
ers directly involved in the stoppage.

Number of days idle: The aggregate

number of workdays lost by workers
involved in the stoppages.

Days of idleness as a percent of esti-
mated working time: Aggregate workdays
lost as a percent of the aggregate number of
standard workdays in the period multiplied
by total employment in the period.

Notes on the data

This series is not comparable with the one
terminated in 1981 that covered strikes in-
volving six workers or more.

ADDITIONAL INFORMATION on work
stop-pages data is available at http://www.
bls.gov/cba/home.htm or by telephone at
(202) 691-6199.

Price Data
(Tables 2; 38—46)

Price data are gathered by the Bureau
of Labor Statistics from retail and pri-
mary markets in the United States. Price
indexes are given in relation to a base pe-
riod—December 2003 = 100 for many Pro-
ducer Price Indexes (unless otherwise noted),
1982-84 = 100 for many Consumer Price
Indexes (unless otherwise noted), and 1990
=100 for International Price Indexes.

Consumer Price Indexes
Description of the series

The Consumer Price Index (CPI) is a measure
of the average change in the prices paid by
urban consumers for a fixed market basket
of goods and services. The CPI is calculated
monthly for two population groups, one
consisting only of urban households whose
primary source of income is derived from
the employment of wage earners and clerical
workers, and the other consisting of all urban
households. The wage earner index (CPI-W) is
a continuation of the historic index that was
introduced well over a half-century ago for
use in wage negotiations. As new uses were
developed for the CPI in recent years, the need
for a broader and more representative index
became apparent. The all-urban consumer
index (CPI-U), introduced in 1978, is represen-
tative of the 1993-95 buying habits of about
87 percent of the noninstitutional population
of the United States at that time, compared
with 32 percent represented in the CPI-W. In
addition to wage earners and clerical workers,

the CPI-U covers professional, managerial, and
technical workers, the self-employed, short-
term workers, the unemployed, retirees, and
others not in the labor force.

'The CP1 is based on prices of food, cloth-
ing, shelter, fuel, drugs, transportation fares,
doctors’ and dentists’ fees, and other goods
and services that people buy for day-to-day
living. The quantity and quality of these items
are kept essentially unchanged between ma-
jor revisions so that only price changes will be
measured. All taxes directly associated with
the purchase and use of items are included
in the index.

Data collected from more than 23,000
retail establishments and 5,800 housing units
in 87 urban areas across the country are used
to develop the “U.S. city average.” Separate
estimates for 14 major urban centers are
presented in table 39. The areas listed are as
indicated in footnote 1 to the table. The area
indexes measure only the average change in
prices for each area since the base period,
and do not indicate differences in the level of
prices among cities.

Notes on the data

In January 1983, the Bureau changed the
way in which homeownership costs are
meaured for the CPI-U. A rental equivalence
method replaced the asset-price approach
to homeownership costs for that series. In
January 1985, the same change was made
in the CPI-W. The central purpose of the
change was to separate shelter costs from the
investment component of homeownership so
that the index would reflect only the cost of
shelter services provided by owner-occupied
homes. An updated CPI-U and CPI-W were
introduced with release of the January 1987
and January 1998 data.

FOR ADDITIONAL INFORMATION, con-
tact the Division of Prices and Price Indexes:

(202) 691-7000.

Producer Price Indexes
Description of the series

Producer Price Indexes (PPI) measure ave-
rage changes in prices received by domestic
producers of commodities in all stages of
processing. The sample used for calculating
these indexes currently contains about 3,200
commodities and about 80,000 quotations
per month, selected to represent the move-
ment of prices of all commodities produced
in the manufacturing; agriculture, forestry,
and fishing; mining; and gas and electricity
and public utilities sectors. The stage-of-pro-
cessing structure of PPI organizes products by

class of buyer and degree of fabrication (that
is, finished goods, intermediate goods, and
crude materials). The traditional commod-
ity structure of PPI organizes products by
similarity of end use or material composition.
The industry and product structure of PPI
organizes data in accordance with the 2002
North American Industry Classification
System and product codes developed by the
U.S. Census Bureau.

To the extent possible, prices used in
calculating Producer Price Indexes apply to
the first significant commercial transaction
in the United States from the production
or central marketing point. Price data are
generally collected monthly, primarily by
mail questionnaire. Most prices are ob-
tained directly from producing companies
on avoluntary and confidential basis. Prices
generally are reported for the Tuesday of
the week containing the 13th day of the
month.

Since January 1992, price changes for
the various commodities have been averaged
together with implicit quantity weights rep-
resenting their importance in the total net
selling value of all commodities as of 1987.
The detailed data are aggregated to obtain
indexes for stage-of-processing groupings,
commodity groupings, durability-of-product
groupings, and a number of special compos-
ite groups. All Producer Price Index data are
subject to revision 4 months after original
publication.

FOR ADDITIONAL INFORMATION, con-
tact the Division of Industrial Prices and
Price Indexes: (202) 691-7705.

International Price Indexes

Description of the series

'The International Price Program produces
monthly and quarterly export and import
price indexes for nonmilitary goods and
services traded between the United States
and the rest of the world. The export price
index provides a measure of price change
for all products sold by U.S. residents to
foreign buyers. (“Residents” is defined as in
the national income accounts; it includes
corporations, businesses, and individuals, but
does not require the organizations to be U.S.
owned nor the individuals to have U.S. citi-
zenship.) The import price index provides a
measure of price change for goods purchased
from other countries by U.S. residents.

'The product universe for both the import
and export indexes includes raw materials,
agricultural products, semifinished manu-
factures, and finished manufactures, includ-
ing both capital and consumer goods. Price
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data for these items are collected primarily
by mail questionnaire. In nearly all cases,
the data are collected directly from the ex-
porter or importer, although in a few cases,
prices are obtained from other sources.

To the extent possible, the data gathered
refer to prices at the U.S. border for exports
and at either the foreign border or the U.S.
border for imports. For nearly all products,
the prices refer to transactions completed
during the first week of the month. Survey
respondents are asked to indicate all dis-
counts, allowances, and rebates applicable to
the reported prices, so that the price used in
the calculation of the indexes is the actual
price for which the product was bought or
sold.

In addition to general indexes of prices
for U.S. exports and imports, indexes are also
published for detailed product categories of
exports and imports. These categories are
defined according to the five-digit level of
detail for the Bureau of Economic Analysis
End-use Classification, the three-digit level
for the Standard International Trade Clas-
sification (SITC), and the four-digit level of
detail for the Harmonized System. Aggregate
import indexes by country or region of origin
are also available.

BLS publishes indexes for selected cat-
egories of internationally traded services,
calculated on an international basis and on a
balance-of-payments basis.

Notes on the data

The export and import price indexes are
weighted indexes of the Laspeyres type. The
trade weights currently used to compute both
indexes relate to 2000.

Because a price index depends on the
same items being priced from period to
period, it is necessary to recognize when a
product’s specifications or terms of transac-
tion have been modified. For this reason,
the Bureau’s questionnaire requests detailed
descriptions of the physical and functional
characteristics of the products being priced,
as well as information on the number of
units bought or sold, discounts, credit terms,
packaging, class of buyer or seller, and so
forth. When there are changes in either
the specifications or terms of transaction of
a product, the dollar value of each change
is deleted from the total price change to
obtain the “pure” change. Once this value is
determined, a linking procedure is employed
which allows for the continued repricing of
the item.

FOR ADDITIONAL INFORMATION, con-
tact the Division of International Prices:
(202) 691-7155.
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Productivity Data

(Tables 2; 47-50)
Business and major sectors

Description of the series

The productivity measures relate real output
to real input. As such, they encompass a fam-
ily of measures which include single-factor
input measures, such as output per hour,
output per unit of labor input, or output per
unit of capital input, as well as measures of
multifactor productivity (output per unit
of combined labor and capital inputs). The
Bureau indexes show the change in output
relative to changes in the various inputs.
The measures cover the business, nonfarm
business, manufacturing, and nonfinancial
corporate sectors.

Corresponding indexes of hourly com-
pensation, unit labor costs, unit nonlabor
payments, and prices are also provided.

Definitions

Output per hour of all persons (labor
productivity) is the quantity of goods and
services produced per hour of labor input.
Output per unit of capital services (capital
productivity) is the quantity of goods and
services produced per unit of capital ser-
vices input. Multifactor productivity is the
quantity of goods and services produced per
combined inputs. For private business and
private nonfarm business, inputs include labor
and capital units. For manufacturing, inputs
include labor, capital, energy, nonenergy
materials, and purchased business services.

Compensation per hour is total com-
pensation divided by hours at work. Total
compensation equals the wages and salaries
of employees plus employers’ contributions
for social insurance and private benefit
plans, plus an estimate of these payments for
the self-employed (except for nonfinancial
corporations in which there are no self-
employed). Real compensation per hour
is compensation per hour deflated by the
change in the Consumer Price Index for All
Urban Consumers.

Unitlabor costs are the labor compensa-
tion costs expended in the production of a
unit of output and are derived by dividing
compensation by output. Unit nonlabor
payments include profits, depreciation,
interest, and indirect taxes per unit of output.
They are computed by subtracting compensa-
tion of all persons from current-dollar value
of output and dividing by output.

Unit nonlabor costs contain all the com-

ponents of unit nonlabor payments except
unit profits.

Unit profits include corporate profits
with inventory valuation and capital con-
sumption adjustments per unit of output.

Hours of all persons are the total hours
at work of payroll workers, self-employed
persons, and unpaid family workers.

Labor inputs are hours of all persons
adjusted for the effects of changes in the
education and experience of the labor force.

Capital services are the flow of services
from the capital stock used in production. It
is developed from measures of the net stock
of physical assets—equipment, structures,
land, and inventories—weighted by rental
prices for each type of asset.

Combined units of labor and capital
inputs are derived by combining changes in
labor and capital input with weights which
represent each component’s share of total
cost. Combined units of labor, capital, energy,
materials,and purchased business services are
similarly derived by combining changes in
each input with weights that represent each
input’s share of total costs. The indexes for
each input and for combined units are based
on changing weights which are averages of
the shares in the current and preceding year
(the Tornquist index-number formula).

Notes on the data

Business sector output is an annually-weight-
ed index constructed by excluding from real
gross domestic product (GDP) the following
outputs: general government, nonprofit
institutions, paid employees of private house-
holds, and the rental value of owner-occupied
dwellings. Nonfarm business also excludes
farming. Private business and private non-
farm business further exclude government
enterprises. The measures are supplied by
the U.S. Department of Commerce’s Bureau
of Economic Analysis. Annual estimates of
manufacturing sectoral output are produced
by the Bureau of Labor Statistics. Quar-
terly manufacturing output indexes from the
Federal Reserve Board are adjusted to these
annual output measures by the BLS. Compen-
sation data are developed from data of the
Bureau of Economic Analysis and the Bureau
of Labor Statistics. Hours data are developed
from data of the Bureau of Labor Statistics.

The productivity and associated cost
measures in tables 47-50 describe the rela-
tionship between output in real terms and
the labor and capital inputs involved in its
production. They show the changes from
period to period in the amount of goods and
services produced per unit of input.



Although these measures relate output
to hours and capital services, they do not
measure the contributions of labor, capital,
or any other specific factor of production.
Rather, they reflect the joint effect of many
influences, including changes in technology;
shifts in the composition of the labor force;
capital investment; level of output; changes
in the utilization of capacity, energy, material,
and research and development; the organi-
zation of production; managerial skill; and
characteristics and efforts of the work force.

FOR ADDITIONAL INFORMATION on this
productivity series, contact the Division of
Productivity Research: (202) 691-5606.

Industry productivity measures

Description of the series

The BLS industry productivity indexes mea-
sure the relationship between output and
inputs for selected industries and industry
groups, and thus reflect trends in industry ef-
ficiency over time. Industry measures include
labor productivity, multifactor productivity,
compensation, and unit labor costs.

'The industry measures differ in method-
ology and data sources from the productivity
measures for the major sectors because the
industry measures are developed indepen-
dently of the National Income and Product
Accounts framework used for the major
sector measures.

Definitions

Output per hour is derived by dividing an
index of industry output by an index of labor
input. For most industries, output indexes
are derived from data on the value of indus-
try output adjusted for price change. For
the remaining industries, output indexes are
derived from data on the physical quantity
of production.

The labor input series is based on the
hours of all workers or, in the case of some
transportation industries, on the number of
employees. For most industries, the series
consists of the hours of all employees. For
some trade and services industries, the series
also includes the hours of partners, propri-
etors, and unpaid family workers.

Unitlabor costs represent the labor com-
pensation costs per unit of output produced,
and are derived by dividing an index of labor
compensation by an index of output. Labor
compensation includes payroll as well as
supplemental payments, including both
legally required expenditures and payments

for voluntary programs.

Multifactor productivity is derived by
dividing an index of industry output by an in-
dex of combined inputs consumed in produc-
ing that output. Combined inputs include
capital, labor, and intermediate purchases.
The measure of capital input represents the
flow of services from the capital stock used
in production. It is developed from measures
of the net stock of physical assets—equip-
ment, structures, land, and inventories. The
measure of intermediate purchases is a
combination of purchased materials, services,
tuels, and electricity.

Notes on the data

The industry measures are compiled from
data produced by the Bureau of Labor Statis-
tics and the Census Bureau, with additional
data supplied by other government agencies,
trade associations, and other sources.

FOR ADDITIONAL INFORMATION on this
series, contact the Division of Industry Pro-
ductivity Studies: (202) 691-5618, or visit
the Web site at: www.bls.gov/Ipc/home.
htm

International Comparisons
(Tables 51-53)

Labor force and unemployment

Description of the series

Tables 51 and 52 present comparative meas-
ures of the labor force, employment, and un-
employment approximating U.S. concepts for
the United States, Canada, Australia, Japan,
and six European countries. The Bureau ad-
justs the figures for these selected countries,
for all known major definitional differences,
to the extent that data to prepare adjustments
are available. Although precise comparability
may not be achieved, these adjusted figures
provide a better basis for international com-
parisons than the figures regularly published
by each country. For additional information
on adjustments and comparability issues, see
Constance Sorrentino, “International unem-
ployment rates: how comparable are they?”
Monthly Labor Review, June 2000, pp. 3—20
(available on the BLS Web site at:
www.bls.gov/opub/mlr/2000/06/art1full.
pdf).

Definitions
For the principal U.S. definitions of the labor

force, employment, and unemployment, see
the Notes section on Employment and Un-
employment Data: Household survey data.

Notes on the data

The foreign country data are adjusted
as closely as possible to U.S. concepts, with
the exception of lower age limits and the
treatment of layoffs. These adjustments in-
clude, but are not limited to: including older
persons in the labor force by imposing no
upper age limit,adding unemployed students
to the unemployed, excluding the military
and family workers working fewer than 15
hours from the employed, and excluding
persons engaged in passive job search from
the unemployed.

Data for the United States relate to the
population 16 years of age and older. The
U.S. concept of the working age population
has no upper age limit. The adjusted to U.S.
concepts statistics have been adapted, insofar
as possible, to the age at which compul-
sory schooling ends in each country, and the
Swedish statistics have been adjusted to in-
clude persons older than the Swedish upper
age limit of 64 years. The adjusted statistics
presented here relate to the population 16
years of age and older in France, Sweden,
and the United Kingdom; 15 years of age and
older in Australia, Japan, Germany, Italy, and
the Netherlands. An exception to this rule
is that the Canadian statistics are adjusted
to cover the population 16 years of age and
older, whereas the age at which compulsory
schooling ends remains at 15 years. In the
labor force participation rates and employ-
ment-population ratios, the denominator is
the civilian noninstitutionalized working age
population, except for Japan and Germany,
which include the institutionalized working
age population.

In the United States, the unemployed
include persons who are not employed and
who were actively seeking work during
the reference period, as well as persons on
layoff. In the United States, as in Australia
and Japan, passive job seekers are not in the
labor force; job search must be active, such
as placing or answering advertisements,
contacting employers directly, or registering
with an employment agency (simply read-
ing ads is not enough to qualify as active
search). Canada and the European countries
classify passive jobseekers as unemployed.
An adjustment is made to exclude them in
Canada, but not in the European countries
where the phenomenon is less prevalent.
In some countries, persons on layoff are
classified as employed due to their strong
job attachment. No adjustment is made for
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the countries that classify those on layoff as
employed. Persons without work and waiting
to start a new job are counted as unemployed
under U.S. concepts if they were actively
seeking work during the reference period;
if they were not actively seeking work, they
are not counted in the labor force. Persons
without work and waiting to start a new job
are counted among the unemployed for all
other countries, whether or not they were
actively seeking work.

For more qualifications and historical
annual data, see Comparative Civilian Labor
Force Statistics, Ten Countries, on the Internet
at http:/www.bls.gov/fls/flscomparelf.htm

FOR ADDITIONAL INFORMATION on
this series, contact the Division of Foreign
Labor Statistics: (202) 691-5654 or flshelp@
bls.gov

Manufacturing Productivity
and Labor Costs

Description of the series

Table 53 presents comparative indexes of
manufacturing output per hour (labor pro-
ductivity), output, total hours, compensation
per hour, and unit labor costs for the United
States, Australia, Canada, Japan, Korea,
Taiwan, and 10 European countries. These
measures are trend comparisons—that is,
series that measure changes over time—
rather than level comparisons. BLS does
not recommend using these series for level
comparisons because of technical problems.
BLS constructs the comparative indexes
from three basic aggregate measures—out-
put, total labor hours, and total compensa-
tion. The hours and compensation measures
refer to all employed persons (wage and
salary earners plus self-employed persons and
unpaid family workers) with the exception of
Belgium and Taiwan, where only employees
(wage and salary earners), are counted.

Definitions

Output, for most economies, is real value
added in manufacturing taken from national
accounts. However, output for Japan prior to
1970 and for the Netherlands prior to 1960
is from an index of industrial production.
Manufacturing value added for the United
Kingdom is essentially identical to its indexes
of industrial production.

Real output for manufacturing in the
United States is the chain-weighted index of
real gross product originating (deflated value
added), produced by the Bureau of Economic
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Analysis of the U.S. Department of Com-
merce. Most of the other economics now also
use chain-weighted as opposed to fixed-year
weights that are periodically updated.

The data for recent years are based on
the United Nations System of National Ac-
counts 1993 (SNA 93). Manufacturing is gen-
erally defined according to the International
Standard Industrial Classification (ISIC). For
the United States and Canada, it is defined
according to the North American Industry
Classification System (NAICS 97).

To preserve the comparability of the U.S.
measures with those for other economies,
BLS uses gross product originating in manu-
facturing for the United States. The gross
product originating series differs from the
manufacturing output series that BLS pub-
lishes in its quarterly news releases on U.S.
productivity and costs (and that underlies the
measures that appear in tables 48 and 50 in
this section). The quarterly measures are on
a “sectoral output” basis, rather than a value-
added basis. Sectoral output is gross output
less intrasector transactions.

Total hours refer to hours worked in all
economies. The measures are developed from
statistics of manufacturing employment and
average hours. For most other economies, re-
cent years aggregate hours series are obtained
from national statistical offices, usually from
national accounts. However, for some econo-
mies and for earlier years, BLS calculates the
aggregate hours series using employment
figures published with the national accounts,
or other comprehensive employment series,
and data on average hours worked.

Hourly compensation is total compensa-
tion divided by total hours. Total compensa-
tion includes all payments in cash or in-kind
made directly to employees plus employer
expenditures for legally required insurance
programs and contractual and private benefit
plans. For Australia, Canada, France, and
Sweden, compensation is increased to ac-
count for other significant taxes on payroll or
employment. For the United Kingdom, com-
pensation is reduced between 1967 and 1991
to account for employment-related subsidies.
Self-employed workers are 