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CES employment recovers in 2014
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U.S. nonfarm payroll employment continued to grow
steadily in 2014, adding 3.1 million jobs, according to the
Current Employment Statistics (CES) survey. This article
uses CES data to discuss how private and public industry
employment, hours, and earnings changed over the year.
Job gains in 2014 were widespread across industries, with
all broad industry groups experiencing employment
increases. Employment growth was concentrated in the
service-providing sector and led by industries that have

been adding jobs for some time. However, even goods-
producing industries saw an uptick in employment growth
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over the year. .
y mullins.john@bls.qgov

Figure 1. Total nonfarm and total private employment, seasonally adjusted,
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Nonfarm payroll employment in the United States continued to grow in 2014, according to data from the Current
Employment Statistics (CES) survey.! The economy added a total of 3.1 million jobs—the largest annual gain
since 1999 and an average monthly employment increase of 260,000. Marking a milestone in 2014, both total
private and total nonfarm employment recovered from the severe effects of the most recent (2007-2009)
recession. (See figure 1.) Total private employment recovered in February 2014 and total nonfarm employment
recovered 2 months later. (See figure 2.) Their recovery periods—74 months and 75 months, respectively—
were the most protracted in the history of CES payroll employment. By the end of 2014, however, half of
industry groups that suffered job losses during the most recent employment downturn had completely recovered
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from these losses and employment was expanding beyond the previous peak level. The other half, despite not

recovering all jobs lost, did see job growth pick up in 2014.

Figure 2, Employment recovery as of December 2014, by selected industry supersector,
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In addition to employment, several other CES data series tell a positive story for 2014. Average weekly hours of
all employees increased by 0.3 hour (or 0.9 percent), to 34.6 hours, marking the largest annual percent gain in
hours since 2010. For all employees, the over-the-year growth in average hourly earnings was $0.44, about the
same as in 2013. However, coupled with the increase in weekly hours, this gain resulted in average weekly
earnings of $851.85, a gain of $22.48, or 2.7 percent. This percent increase is the largest annual increase since
2010. Real, or inflation-adjusted, average weekly earnings of all employees rose by 2.0 percent, the largest 12-
month gain in weekly earnings since 2008. This gain indicates that although earnings increases may not be
especially large, they are outpacing inflation.

Finally, the 12-month diffusion index of employment change shows that employment growth was spread broadly
across component industries. This index, in which a value above 50 indicates a greater number of job-gaining
than job-losing industries over 12 months, remained above 70.0 throughout 2014 and ended the year at 77.9,
the highest level since 1997. Employment changes in recovered industries, in recovering industries, and in
education and health services (in which employment grew throughout the most recent recession) are discussed
in detail below. (See figure 2.)
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Expanding industries

Job growth in leisure and hospitality continued to be robust in 2014. This industry, which experienced a relatively
shallow and brief recessionary job loss, had recovered by January 2012 and had added more than triple the
number of jobs lost by the end of 2014. Over the year, the industry added 482,000 workers to payrolls, only
slightly less than the 485,000 workers added in 2013. As in previous years, growth was concentrated in the food
services and drinking places industry, which added 401,000 jobs in 2014.

The main contributor to employment gains within food services and drinking places was the restaurants and
other eating places industry.2 Within this industry, both full-service and limited-service restaurants continued to
show strength, adding 164,000 and 145,000 jobs, respectively, in 2014. Employment in food services and
drinking places ended the year 13 percent above its most recent (December 2007) peak. In December 2014,
this industry accounted for 73 percent of employment within leisure and hospitality.

Figure 3, Leisure and hospitality employment, seasonally adjusted, and Consumer
Confidence Index, January 2000-December 2014

Employment Consumer Confidence Index

(thousands) [1985=100)
16,000 150
15,000 120

! Consumer Confidence Index Leisure and hospitality

amployment

14000 90
13,000 60
12,000 30
11,000 L L L L L L L 0

Jan 2000 Jan 2002 Jan 2004 Jan 2006 Jan 2008 Jan 2010 Jan 2012 Jan 2014

Mote: Shaded areas represent recessions as determined ki the Mational Bureau of Economic Research.
Source: U5, Bureau of Labor Statistics, Current Employrnent Statistics sunvey: and The Confarance Board,

The leisure and hospitality industry is largely dependent on families’ disposable income, and it is among the first
to benefit or suffer from changes in that income.2 This industry has continued to show strength on the backdrop
of recent consumer optimism about the nation’s economic outlook. The Consumer Confidence Index,* a
measure and economic indicator of consumer confidence, can be volatile, but has remained on an upward trend
since mid-2009 (see figure 3). With the recent decline in gas prices, consumers have had more disposable
income, a change that has most likely contributed to increases seen in same-store traffic and in food sales.®
Despite fluctuations in the Consumer Confidence Index, employment within leisure and hospitality has
continued its trend of growth, with food services and drinking places employment paving the way.
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Mining and logging has also seen a period of sustained job expansion since June 2011. By the end of 2014, the
industry had added more than double the jobs lost during the recession. Over the year, employment grew by
42,000, an annual increase of 4.8 percent, well above the increases experienced in 2012 (2.4 percent) and in
2013 (2.2 percent). Employment growth in 2014 was concentrated in the oil and gas components of mining, with
the largest gain occurring in support activities for oil and gas operations, which added 27,000 jobs over the year.
Job growth in oil and gas industries is likely due to increased U.S. oil and gas production. Improved extraction
technologies, such as horizontal drilling and hydraulic fracturing (a process in which pressurized fluid is forced
into shale rock to free up oil or gas), have enabled the exploitation of difficult-to-extract deposits and allowed the
United States to become a net petroleum exporter for the first time in decades.® Employment in oil and gas
industries has remained resilient even in the face of petroleum price declines in the second half of 2014.7

Nevertheless, in both oil and gas extraction and in support activities for oil and gas operations, job growth did
slow somewhat in the last quarter of 2014. This slowdown perhaps reflects the fact that the newer techniques of
domestic production are more costly than those used elsewhere in the world.8 The difference in cost suggests
that, in many cases, break-even prices are higher for domestic than for foreign producers. As cheap oil flooded
the global market in the last half of 2014, domestic producers began to curtail operations, a curtailment that led
to slower employment growth in some cases and layoffs in others.?

The largest employment gain in 2014 came in the professional and business services industry, in which
employment has been expanding for over 2 years. In 2014, the industry added 704,000 jobs—almost double the
number of jobs lost in the 2007—-2009 employment downturn—and, at the end of the year, was 8 percent above
its most recent (December 2007) employment peak. Gains were about evenly split between professional and
technical services (+299,000) and administrative and waste services (+350,000), the two largest broad
component industries.

Employment gains in 2014 were widespread within professional and technical services, with computer systems
design and related services adding the most workers over the year (+79,000). Establishments within this
industry group provide expertise in information technology, both by catering to the software needs of clients and
by planning or managing computer systems. Driven by the increased use and prevalence of information
technology, employment in this industry has grown by well over 400 percent since 1990. Job gains in 2014
occurred primarily in computer systems design services (+40,000) and in custom computer programming
services (+32,000).

Management and technical consulting services, another professional and technical services industry in which
employment has more than quadrupled since 1990, added 74,000 workers to payrolls in 2014. Workers in this
industry group are involved in providing a broad range of expert services to businesses and governments. As
enterprises have become more complex, they have looked outside the organization for fresh perspectives and
expertise not available internally.'? This practice has led to sustained job growth in management and technical
consulting. Among the components of this industry, management consulting services saw the largest gain in
2014, adding 51,000 jobs.

Within administrative and waste services, the largest job gains came in employment services’ temporary help
services component, which added 174,000 jobs in 2014. This component, which supplies temporary workers to
firms, is often seen as an indicator of future economic growth. It tends to lead business cycle turning points,
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because firms dismiss temporary workers before permanent employees during downturns and hire temporary
workers during early expansions, when economic improvement and demand are still tentative. For example, in
2010, when the U.S. economy was just emerging from recession, temporary help employment grew by just
under 19 percent. Since then, however, annual growth has slowed to around 6 percent, perhaps indicating
greater certainty about economic conditions.

Transportation and warehousing recovered from its most recent employment downturn in January 2014, and by
the end of the year was 3.9 percent above its most recent employment peak, reached in April 2008. This
industry added 166,000 jobs in 2014, with the largest gains coming from truck transportation, which added
47,000 jobs, and from couriers and messengers, which added 45,000 jobs. Both of these industries are
extremely sensitive to the business cycle, with changing economic activity leading to a change in demand for
their services.

Figure 4, Truck transportation: e-commerce as a percentage of total revenue, 1998-2012
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Source: .5 Census Bureau, Annual services report (hitps:Swwn, census, qovisenices/in dewx html).

The evidence suggests that growth in e-commerce may have helped job growth in both truck transportation and
couriers and messengers. Although the share of e-commerce in total revenue for these component industries
was less than 1 percent in 1998, it had quickly grown to over 7 percent by 2013. As one illustration, figure 4
shows the increasing, albeit still small, percentage of trucking revenues from e-commerce.

In 2014, employment in other services also recovered from its recent losses. By the end of the year, it had
exceeded its April 2008 peak by 71,000. Job gains in other services in 2014 were concentrated in personal and
laundry services.
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Recovering industries

By the end of 2014, retail trade had recovered 94 percent of the jobs lost during its most recent employment
downturn. Job gains in 2014 totaled 224,000. This total is well below retail trade’s employment gain experienced
in 2013, as most component industries saw weaker growth in 2014. The largest employment gain occurred in
motor vehicle and parts dealers (+67,000), and about two-thirds of that increase (+46,000) came from
automobile dealers. Buoyed by a combination of low interest rates and an improving economy, motor vehicle
sales have been improving steadily since 2009.'2 Food and beverage stores also experienced strong job growth
(+53,000) over the year, with that growth being concentrated in supermarket and other grocery stores, which
added 41,000 jobs. Employment also rose in general merchandise stores (+46,000), with a gain in other general
merchandise stores (+57,000) more than offsetting a small loss in department stores. Nonstore retailers, 3 a
retail component industry that has been growing steadily for several years, actually exceeded its 2013
performance, adding 34,000 jobs in 2014. The gain in this industry was concentrated in electronic shopping and
electronic auctions, which added 26,000 workers in 2014. As shown in figure 5, since 2009, employment in
nonstore retailers has paralleled e-commerce retail sales.

Figure 5. Monstore retailers employment and quarterly e-commerce sales, seasonally
adjusted, 2000-2014
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Wholesale trade has recovered almost three-quarters of the jobs lost during its most recent employment
downturn. In 2014, employment in this industry grew by 114,000. The largest gain occurred in durable goods,
which added 63,000 jobs. Over the year, nondurable goods added 35,000 jobs and electronic markets and
agents and brokers added 16,000 jobs.
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Although the financial activities industry ended 2014 below its employment peak of December 2006, it did add
135,000 jobs in 2014, marking a recovery of 52 percent. This employment gain was well above the 2013 gain of
88,000. Apart from credit intermediation and related activities, '* which experienced job losses in 2014, most
component industries in financial activities recorded job gains that were larger than the previous year’s. The
largest employment gains occurred in insurance carriers and related activities (+83,000) and in real estate and
rental and leasing (+56,000).

The construction industry was among the hardest hit during the recession, losing nearly 2.3 million jobs between
April 2006 and January 2011. By the end of 2014, the industry had regained only 37 percent of the jobs lost.
Although the explanations for this slow recovery are many, a few stand out. As the economy faltered, home
foreclosures increased and lending standards tightened, driving up the inventory of unsold homes.'® The result
was a diminished demand for newly built homes. In addition, increasing unemployment and declining home
values, which prevented homeowners from tapping a home’s value through “cash-out” refinancing, resulted in a
decline in remodeling activity.6

Nevertheless, in 2014, the construction industry experienced its largest employment increase since 2005,
adding 338,000 jobs, a gain of 5.7 percent. (See table 1.) Gains were widespread, with each of the three major
component industries—construction of buildings, heavy and civil engineering construction, and specialty trade
contractors—seeing faster job growth in 2014 than in 2013. Employment increases were concentrated in
construction’s residential components, with residential specialty trade contractors experiencing the largest gain
(+114,000). Residential building construction also saw a continued increase in employment (+49,000), with job
gains in new single-family general contractors (+35,000) and residential remodelers (+10,000) accounting for
virtually all of that increase. Job gains in residential construction align, to an extent, with residential construction-
related indicators, such as building permit issuance, housing starts and completions, and construction
expenditures. Although these indicators did not increase at the same rate as employment did, they do tell a
story of sustained growth after the most recent recession.!”

Table 1. Over-the-year employment changes in selected construction industries, seasonally adjusted,
2011-2014

Level changes (in
Percent changes

Industry thousands)
2011 2012 2013 2014 2011201220132014

Construction 145 112 213 338 2.7 2.0 3.7 57
Construction of buildings 19 30 52 74 16 24 41 56
Residential building 17 17 35 49 3.0 29 6.0 7.8
Nonresidential building 2 13 17 26 4 20 25 38
Heavy and civil engineering construction 34 19 -1 56 42 22 -1 64
Specialty trade contractors 91 64 161 208 2.7 1.8 45 56
Residential specialty trade contractors 33 38 105 114 23 26 7.0 71
Nonresidential specialty trade contractors 59 26 56 95 29 13 2.7 44

Source: U.S. Bureau of Labor Statistics, Current Employment Statistics survey.
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Component industries in nonresidential construction also saw healthy employment gains in 2014. Nonresidential
specialty trade contractors added 95,000 workers to payrolls, and nonresidential builders added 26,000 jobs, an
increase that is largely due to an employment gain of 28,000 in commercial building. The job gain in commercial
building corresponds to an increase in the value of commercial construction put in place, which has grown in
each of the past 4 years.'8 Heavy and civil engineering construction added 56,000 jobs over the year, a 6.4-
percent increase that followed a decline of 0.1 percent in 2013. The employment increase in heavy and civil
engineering construction, an industry largely dependent on public works projects, corresponds to an increase in
the value of public construction expenditures, which has declined in each of the previous 4 years.®

Figure &, Employment in manufacturing, seasonally adjusted, January 1939-December 2014
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Manufacturing has been losing jobs since the late 1970s. (See figure 6.) This trend may reflect long-term
structural changes, which could be immune to overall economic recovery.20 These structural changes are well
documented and include increases in labor productivity and the movement of labor-intensive manufacturing
activity overseas, to low-wage countries. After the 2001 recession, the industry did not enter a period of
employment recovery. Declines accelerated between August 2004 and March 2010, a period encompassing the
most recent recession, with employment falling by 2.8 million. By the end of 2014, 29 percent of the jobs lost
had been recovered. Job gains in 2014 totaled 215,000, the largest annual increase since 1997.
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Figure 7. Motor vehicle and parts employment and U.5, motor vehicle production,
seasonally adjusted, January 1995-December 2014
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Gains were concentrated in durable goods manufacturing, which added 189,000 jobs in 2014. The largest job
gain in durables came from transportation equipment (+60,000), in particular motor vehicles and parts
(+50,000). This gain, the fifth consecutive annual increase, corresponds to gains in motor vehicle production
and marks the resurgence of the motor vehicle and parts industry, which experienced dramatic employment
declines during the most recent recession (see figure 7).21 Other durable goods industries that saw job growth
in 2014 were fabricated metal products manufacturing (+31,000) and machinery manufacturing (+37,000).
Employment growth in fabricated metals products is directly related to growth in both construction and
transportation equipment, which are major users of the metal products the industry produces.?? In fact, the
largest job gain within fabricated metals came from architectural and structural metals (+13,000). Job gains in
machinery manufacturing—itself a significant purchaser of fabricated metal products—were also construction
related and concentrated in agricultural, construction, and mining machinery manufacturing.

Employment in the information industry grew by 43,000 in 2014 and has recovered 26 percent of the 370,000
jobs lost between May 2007 and January 2012. This industry contains many component industries that have
been adversely affected by the growth of the Internet. These include traditional publishing industries, such as
book, newspaper, and periodical publishing—all of which have been in a long-term decline because of
increased competition from their Internet equivalents. That traditional publishing is losing ground is illustrated by
the fact that, among information component industries, the largest job gain (+22,000) in 2014 occurred in the
Internet publishing and broadcasting and web search portals component of other information services.
Traditional publishing, on the other hand, lost 8,000 jobs. While the information industry also includes industries
such as data processing and website hosting, these industries have contributed little to job creation.
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After several years of decline, government saw an employment increase of 74,000 in 2014. This increase came
primarily from local government (+62,000), in particular local government education, which added 33,000 jobs
over the year. However, the noneducation component of local government also made a turnaround in 2014,
adding 29,000 jobs. State government experienced its largest over-the-year employment increase since 2008,
adding 23,000 jobs, all of which came from the education component of the industry. Federal government
employment continued to decline, losing 11,000 jobs over the year. By the end of 2014, the government sector
had recovered only about 10 percent of the jobs lost during the 2007—2009 recession.

Education and health services

Education and health services did not lose jobs as a result of the most recent recession. In fact, except for a few
isolated months of employment decline, this industry has experienced consistent job growth since the
origination of the data series in 1990. The industry saw impressive growth in 2014, adding 488,000 jobs over the
year—a growth rate of 2.3 percent. As is usually the case, this growth was concentrated in health care
(+309,000). Long-term growth in the industry is largely driven by the increasing medical needs of the aging
baby-boom generation.23 Health care employment growth in 2014 was concentrated in ambulatory health care
services, which includes offices of physicians and outpatient care centers.

Educational services employment grew by 65,000 in 2014. This increase, the industry’s largest since 2011, was
spread broadly across component industries. The largest gains occurred in the elementary and secondary
schools component (+38,000), which more than doubled its 2013 job gain. Business, computer, and
management training (+12,000) also saw a marked improvement over its 2013 employment performance.

Conclusion

As measured by CES data, the ongoing economic recovery marked a milestone in 2014, with both total private
and total nonfarm employment entering an expansionary phase. About half of broad industry groups entered a
period of job expansion, and others edged closer to recovery. Employment gains during the year were spread
broadly across industries, and CES data on hours and real earnings indicate a stronger economy. Taken
together with improvements in other prominent economic indicators, such as the unemployment rate,?* these
gains have made 2014 a good year.

NOTES

1 The Current Employment Statistics (CES) program, which provides detailed industry data on employment, hours, and earnings of
workers on nonfarm payrolls, is a monthly survey of about 143,000 businesses and government agencies, representing
approximately 588,000 individual worksites. For more information on the program’s concepts and methodology, see “Technical
notes to establishment survey data,” http://www.bls.gov/web/empsit/cestn.htm. To access CES data, see “Current Employment

Statistics—CES (national),” http://www.bls.gov/ces. The CES data used in this article are seasonally adjusted unless otherwise
noted.
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