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Information Technology and Growth

in the Twelfth District

The Twelfth District includes the nine westernmost
states and has some of the nation’s leading tech-
nology centers. Over the past several years, robust
growth among information technology (IT) firms
has fueled gains in output, employment, and earn-
ings and helped the District economy expand more
rapidly than the rest of the nation. Recently, how-
ever, economic conditions among technology firms
in the U.S. have weakened considerably, with many
announcing earnings shortfalls and employment
reductions. As a result, employment growth in the
Twelfth District has slowed substantially, converging
with that of the rest of the U.S. This Economic
Letter reviews some of the recent trends in the IT
sector and examines their effects on District employ-
ment growth. As the Letter shows, a key dimension
of the current IT slump is the simultaneous decline
of both the manufacturing and services sides of
the sector.

IT in the Twelfth District

Whether measured by the amount of venture capi-
tal invested, number of patents issued, dollar value
of exports, or employment and payroll, the Twelfth
District has many of the nation’s top technology
centers. Not surprisingly, then, developments in
IT are of central importance to the District economy.
Figure 1 displays employment and annual payroll
in IT manufacturing and services as a share of total
nonagricultural employment and payroll in 2000.
The IT sector includes manufacturing and services
firms producing computers and office equipment,
consumer electronics, communications equipment,
electronics components and accessories, semicon-
ductors, industrial electronics, photonics, defense
electronics, electro-medical equipment, communica-
tions services, and software and related components.

The figure shows that the share of employment
associated with the IT sector is larger in the Twelfth
District than in the rest of the U.S. IT accounts for
about 6% of total nonagricultural employment in
the District, compared to about 4% in the rest of
the U.S. Measured by employment, the District is
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from the American Electronics Association.

about 1.5 times as dependent on IT as the rest of
the U.S.

The importance of technology to the District is even
more apparent in the payroll shares (wages, salaries,
and benefits), where relatively high salaries paid to
IT workers boost its value to the economy. Nearly
15% of District nonagricultural payroll comes from
the IT sector, compared to less than 8% in the rest
of the U.S. Thus, measured by payroll, the IT sector
is about twice as important in the Twelfth District
as in the rest of the U.S.

Within the District, California, especially the San
Francisco Bay Area, and Washington stand out as
areas with very strong IT presences. About 7% of
employment and 17% of nonagricultural payroll
in California come from tech sectors; in the Bay
Area, the shares are 11% and 32%, respectively. IT
also is important in Washington, particularly as a
contributor to payroll; Washington’s tech sector
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