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ExecutiveSummary

®m  The Twelfth District economy entered the
year 2000 with considerable momentum.
Total nonfarm payroll employment grew by
2.9 percent at an annual rate during the
four months ending in January, slightly
faster than the pace of growth in 1999.

® Solid job growth in recent months pushed
the District unemployment rate down
another 0.2 percentage point in January
to 4.5 percent. Thus far, the decline in
unemployment has not produced an
acceleration in wage growth.

®  Rapid gains in the construction and
services sectors continue to drive District
employment growth. During the twelve
months ending in January, construction
payrolls increased by 5.8 percent and the
job count in the services sector rose by 4.7
percent. Collectively, these two sectors
accounted for about 60 percent of net new
job growth in the District during the
period, more than 1% times their share of
total employment.

m District manufacturing employment
continued to decline in recent months.
District manufacturers shed over 7,500
jobs during the four months ending in
January, contracting by ¥ percentage
point at an annual rate.

District Update

The Twelfth District economy entered the year
2000with solid momentum. Total nonagricultural
payroll employment grew by 2.9 percent at an
annual rateduring thefour monthsending in Janu-
ary, well abovethenational paceandslightly faster
than the pace of growth in the District for all of
1999.

Solid job growth in recent months pushed the
District unemployment rate down another 0.2 per-
centage point in January to 4.5 percent. Much of
the recent decline in the District unemployment
rate owesto ongoing reductionsin unemployment
inCalifornia. However, labor marketsremaintight
across the District, and employers in numerous
statesreport difficulty finding qualified workers.

Theconstructionand servicessectorscontinued to
provide the main impetus to the District’ s expan-
sion in employment. During the twelve months
endinginJanuary, construction payrollsincreased
by 5.8 percent, for a net addition of over 73,000
jobs. Constructiongainswerestrongestin Arizona,
Cdlifornia, |daho, Utah, and Washington, with the
source of strength varying from state to state. In
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Arizona, Idaho, and Washington, strong demand
for officeandindustrial spaceboosted construction
payrolls. Infrastructure development related to the
2002 Olympics produced rapid construction em-
ployment growthinUtah. InCalifornia, thepickup
in construction activity occurred primarily in the
Los Angeles area and San Diego and stemmed
fromlargeincreasesinresidential and nonresiden-
tia buildingactivity.

Employment in the District’ s services sector also
grew rapidly over the past year. During thetwelve
monthsending in January, District service provid-
ers increased payrolls by 4.7 percent, producing
about 333,000 net new jobs. Rapid growth in ser-
vices sector jobs owed to a number of factors,
including strongdemand for businessservicessuch
assoftwareand Internet applications, solidgainsin
the tourism-based hotel and lodging and amuse-
ment and recreation sectors, and ongoing expan-
sions in consumer and popul ation-driven sectors
such as health, personal, and social services.

The contributions of the construction and services
sectorsto District job growth during the past year
outweighstheir share of total employment (about
37 percent). Together these two sectors created
more than 400,000 net new jobs in the District
during thetwelvemonthsending in January, about
60 percent of netjobadditionsintheDistrict. Thus,
these sectors contributed about 1%2timesthe num-
ber of jobsthat would beexpected giventheir share
of total employment.

Despite improved foreign demand for manufac-
tured goods, general strengthening in the world-
wide semiconductor market, and solid computer

sales, District manufacturing employment contin-
ued to declinein recent months. District manufac-
turersshed over 7,500 jobs during thefour months
ending in January, contracting by % percentage
point at an annual rate. The most pronounced
reductionswereinthedurablegoodssectors, largely
due to ongoing job cuts among producers of high-
tech equipment, aircraft, primary metal's, and lum-
ber and wood products. However, despiteongoing
employment reductions, other indicators suggest
that theoutl ook for District manufacturersisbright-
ening.

District labor mar ket developments

By conventional measures, District |abor markets
tightened further in 1999. The District unemploy-
ment ratefell to4.5 percentin January, adeclineof
0.8 percentagepointfromitsyear-earlier level, and
thelowest raterecorded sincethe Bureau of Labor
Statistics(BL S) began maintaining staterecordsin
1978. Giventhelengthof theDistrict expansionand
reports that labor markets were aready tight in
many District states, one might expect the decline
in unemployment to produce a pickup in wage
growth. However, by most available measures,
wage growth slowed in the District in 1999.

Thispattern of decliningunemployment and slower
wage growth likely owes to a number of factors,
including mismeasurement of actual compensation
growth due to increases in the use of alternative
(and uncounted) forms of pay, a decline in wage
growthinthemanufacturing sector associated with

District Employment by Industry

Annualized

%

Government 3,958.7 3,946.1 3,861.9

Seasonally adjusted payroll employment data

Number Employed % Change Change
(thousands) From From
Previous Previous
Jan-00 Dec-99 Jan-99 Month Y ear
Total 24,112.8 24,063.7 23,424.3 25 29
Mining 70.3 69.3 76.5 18.8 -8.1
Construction 1,350.9 1,345.5 1,277.8 4.9 5.7
Manufacturing 3,013.3 3,018.6 3,030.5 -21 -0.6
Transportation 1,227.0 1,261.9 1,224.4 -28.6 0.2
Trade 5577.6 5,578.6 5,425.9 -0.2 2.8
FI.RE. 1,3733 1,377.3 1,359.6 -34 1.0
Services 7,500.9 7,465.4 7,167.5 59

District Employment by State
Annualized %
Number Employed % Change Change
(thousands) From From
Previous Previous
Jan-00 Dec-99 Jan-99 Month Year
Alaska 280.0 280.3 276.4 -13 13
Arizona 2,211.9 2,203.0 2,119.8 5.0 43
Cdifornia 14,213.6 14,1713 13,785.6 36 31
Hawaii 535.6 536.8 527.7 -2.6 15
Idaho 546.7 548.9 529.4 -4.7 33
Nevada 1,010.5 1,007.0 958.6 43 54
Oregon 1,587.0 1,588.9 1,562.0 -14 16
Utah 1,059.9 1,061.9 1,035.6 -2.2 23
Washington 2,667.6 2,665.6 2,629.2 0.9 15
District 241128 24,063.7 23,4243 25 29
us. 130,282.0 129,898.0 127,378.0 36 23
Seasonally adjusted payroll employment data
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sectoral slowing, and theincreased employment of
groups in the population with less than average
education and experience. Improved demand and
employment growthamong District manufacturers
and changes in indicators of the pool of available
labor intheDistrict suggest that thiscombination of
declining unemployment and slower wage growth
isunlikely to continueinthe coming year.

Recent trends in District unemployment

Figure 1 shows how the unemployment rate has
changedinrecentyearsintheU.S., California, and
the District excluding California. As the figure
shows, the unemployment rate in the District out-
sideof Californiahasmoved up and down over the
past several yearsbut for themost part hastracked
thenational rate. For District |abor marketsoutside
of California, the average unemployment rate was
4.2 percent in January 2000. Although the degree
of labor market tightness varies across District
states, the range has narrowed considerably in
recent months. In general, the unemployment rate
among District states other than California stood
between 4 and 5 percent in January. The excep-
tionswere Alaska and Utah, where the unemploy-
ment rates in January were 5.9 percent and 2.8
percent, respectively.

Incontrast totherest of the District, theunempl oy-
ment ratein Californiahas declined steadily since
early 1996 (Figure 1). Between January 1999 and
January 2000, unemployment in Californiafell by
0.9 percentage point to 4.7 percent. Although the
unemployment rate in California remains above
that for the rest of the District and for the U.S,,

Figure 1
U.S. and District Unemployment Rates
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sustained expansion in the state has narrowed this
gap substantially in recent years.

Regional labor cost trends

Contrary to what might have been expected, de-
clining unemployment ratesin the District did not
produce a pickup in measured labor costs in the
West. Figure 2 showstheannual percent changein
wages and salaries per worker in the private sector
as measured by the Employment Cost Index (ECI)
for the U.S. and the West.! In the West, yearly
growth in wages and salaries per worker was 3.0
percent asof thefourth quarter of 1999, downfrom
an average of 4.7 percentin 1998. Inthe U.S. asa
whole, wageand salary growth accelerated slightly
IN 1999, surpassing growthintheWestinthelatter
half of the year; yearly growth in wages and
salaries in the U.S. was 3.6 percent in the fourth
quarter of 1999, 0.6 percentagepoint higher thanin
theWest. Incontrast, growthintotal compensation
(not shown) in the West was close to that of the
U.S.in 1999, as changesin benefit costs served to
offset the differences in wage growth; total com-
pensation costs per worker—in the U.S. and the
West—increased by about 3.4 percent during the
four quarters ending in December 1999. Looking
over time, between 1998 and 1999, total compensa-
tiongrowthslowedintheWest androseintheU.S.

Figure 2
Employment Cost Index, Wages, and Salaries
(four-quarter percent change)
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1 The West region includes the Twelfth District plus Colo-
rado, Montana, New Mexico, and Wyoming.
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Another labor cost indicator—the average hourly
earnings of production workers—reinforces the
view that wage growth in the District has slowed.
For District stateswith avail ableestimatesof aver-
age hourly earnings for production workers in
construction, manufacturing, and wholesale and
retail trade, average hourly earningsincreased by
about 2.4 percent during thetwel ve monthsending
in January 2000 (Figure 3, Panel A).2 Thisrepre-
sents a slowdown of about 0.7 percentage point
relative to the 1998 pace of wage growth. The
slowdown in wageinflation since 1998 is particu-
larly evidentinthemanufacturing sector (Figure3,
Panel B). Average hourly earningsin manufactur-
ing grew by 2.4 percent in 1999, well off the 3.4
percent growth of 1998. Wagegrowth also slowed
in the District wholesale and retail sales sectors.
Among the three sectors examined, only yearly
wagegrowthintheconstruction sector pickedupin
1999, rising to about 1.9 percent.

Factors contributing to slower wage growth

Thefact that declining unemployment did not pro-
duceapickupinwagegrowthintheDistrictin 1999
is somewhat surprising given the longevity of the
District expansion and reports from employers
regarding labor shortages and hiring difficulties.
However, a number of factors help explain the
outcome. Theseinclude mismeasurement of wage
and salary growth due to increases in alternative
(and uncounted) compensation, thedeclineinwage
growth in manufacturing due to slower employ-
ment growth, and the increased employment of
groups in the population with less than average
education and experience.

Compensation practices have changed in recent
years. Increasingly firmsarerelying on lump-sum
payments, profit sharing, and stock optionsinaddi-
tiontoorinlieuof regular pay raises. Many of these
payment alternatives are outside the scope of
conventional measuresof compensationgrowthin
the U.S. For example, the ECI, considered one of

2 This calculation is based on BLS data on average hourly
wagesof productionworkersby sector and state. TheDistrict
averageincludesall statesbut AlaskaandHawaii. Theaverage
hourly wageseriesshown hereisaweighted averageof average
hourly wagesin construction, manufacturing, and trade. The
weights are based on the state share of total sector employ-
ment and the sector share of total employment in each year.

Figure 3
Average Hourly Earnings Growth for Production
Workers in Construction, Manufacturing, and Trade

(year-over-year percent change)
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the most comprehensive measures of labor costs
available, doesnot include stock options, hiring or
retention bonuses, or referral bonuses, all of which
have becomemoreimportant over the past several
years. Other measuresof employee compensation,
such as average hourly earnings, are even less
inclusive.

Given the construction of the ECI, and other |abor
cost series, and the increased usage by employers
of alternativeformsof compensation, current esti-
mates of labor cost growth likely are biased down-
ward. However, in order for this bias to have an
effect on estimates of wageand salary growth over
time, the mix of compensation must change over
the period. Thus, it is unlikely that the slowing
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observed inthe ECI wage and salary estimatesfor
theWest between 1998 and 1999 issol ely attribut-
able to mismeasurement issues. Finally, although
the use of variable compensation reportedly is
increasing, itremainsprimarily atool for attracting
and keeping professional sand managersand, thus,
isunlikely to affect the average hourly earnings of
production workers, which also slowed in 1999.

Weaker employment growthinmanufacturingal so
appears to have damped wage growth in the Dis-
trict. Prior to 1998, the high-tech manufacturing
sector was a key source of rapid job, output, and
income gains in the District. Between 1996 and
1998, wagesinthehigh-tech manufacturing sector
increased by morethan 6 percent per year, outpac-
ing growth in most other sectors.® Since that time,
employment growth in the sector has declined
significantly with many employers shedding jobs.
Asaresult, wage growth in the sector has slowed.
In Cadlifornia, yearly growth in average hourly
earningsfor productionworkersinhigh-techmanu-
facturing fell from an average of 6.8 percent in
1998, toanaverageof 2.3 percentin 1999. Detailed
datafor Arizonaand Oregon show asimilar pattern
of slower wagegrowthinhigh-tech manufacturing
in 1999. The slowdown in wage growth among
Disgtrict high-techmanufacturershasdampedwage
growthintheDistrict.

The composition of the labor force also may have
had someinfluence on wagegrowth. Over the past
several years, strong economic conditions have
drawn an increasing fraction of the working age
populationintothelabor market. Thecivilianlabor
forcetopopulationratiofor theU.S. hasincreased
by about 0.5 percentage point during the past
several years, and as of January was 64.8. The
largest increasesinthisratio have occurred among
groups with lower than average education and
skills. At the same time, data on unemployment
rates by subgroup indicate rapid declinesin unem-
ployment among thesepopul ations, suggesting that
more and more of those entering were ableto find
jobs. Theinflow of lower skilled and |l esseducated
individualsintothel abor market likely had adamp-
ing effect on wage growth. Although subnational

8 Averagewageand salary growth dataarenot availablefor the
services sector. Thus, the comparison made here does not
includeservices.

detail on these trends is not available, given the
disproportionate share of immigrants and large
number of individual saffected by welfarereformin
the Twelfth District (primarily California), the ef-
fect of new entrants on wage growth may have
been greater in the District than in the rest of the
u.S.

Prospects for District labor costs

Althoughrecent declinesin District unemployment
rateshaveyettoresultinapickupinwageinflation,
this is unlikely to be sustained in the long run.
Abstracting fromissuesof mismeasurement inthe
ECI and average hourly wage series, there are a
number of reasons to suspect that labor costs will
rise in the coming year. First, improved demand
conditions among high-tech manufacturersin the
District have begun to boost employment growth,
makingfurther decel erationsinwagegrowthinthe
sector unlikely. Second, datafor Californiaindicate
that thepool of previously unutilized and underuti-
lized workers is diminishing. The flow of new
entrants into unemployment is slowing, and the
unemployment rates among subgroupswith lower
thanaverageskill levelsarefalling. Itisreasonable
tobelievethat similar compositional changeshave
taken placeinthegroup of workersfilling new job
openings in the economy. As such, the apparent
slowdown in new entrants and increase in job
leaversimpliesthat new job openingswill increas-
ingly befilledthrough voluntary job hopping rather
than new entry.

Summary

The District unemployment rate continued to de-
cline in 1999, reaching a low of 4.5 percent in
January. However, thedeclinein unemploymentin
the District did not lead to an acceleration in wage
growth. Several factorslikely held down estimated
wage growth in the District in 1999, including
mismeasurement of employee compensation,
sectoral slowing in high-tech manufacturing, and
the entry of new workers with less than average
education and experience. However, a number of
indicatorssuggest that thefactorstempering wage
growth during 1999 may bediminishing, suggesting
that wage growth will pick up in the coming year.
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ALASKA, OREGON, AND WASHINGTON

Alaska’ seconomy continued to expand at amod-
est pacein recent months. Total nonfarm employ-
ment grew by 1.2 percent onanannual basisduring
thefour monthsending in January, about the same
pacerecorded earlier in1999. Thestate unemploy-
ment rateroseto 5.9 percent in January, boosted by
reductions in seasonal employment and by rapid
growthinthecivilian labor force.

Revised empl oyment dataindi cateno changeinthe
earlier estimates of job growth for Alaska but do
point to more broad-based growth than previously
measured. Preliminary figures on state employ-
ment patterns showed arelatively unbal anced pat-
ternof growth, withrapid gainsintheconstruction,
transportation, and services sectors being tem-
pered by substantial job losses in manufacturing
and mining and weak expansions in the finance,
insurance, and real estate and government sectors.
Revisedfiguresreveal morebalanced growthinthe
state over the past year, with a number of sectors
growing morerapidly than originally thought. The
largest revision occurred in Alaska s manufactur-
ing sector. Despite ongoing job cutsin the lumber
and wood products and seafood processing sec-
tors, revised datashow that the state’' smanufactur-
ing payrolls increased by 2.8 percent in 1999;
previousestimatesshowed manuf acturing employ-
ment contracted by 1.5 percent in 1999.

The Or egon economy entered theyear 2000 on an
up note. Total nonagricultural payroll employment

Nonagricultural Payroll Employment
(percent change over year earlier)
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grew by 2.1 percent at an annual rate during the
four months ending in January. Growth in the
manufacturing and services sectors led the recent
expansion. Increased export demand and the re-
surgenceof thesemiconductor market hel ped boost
employment among Oregon’ smanufacturers. Ser-
vice providers benefited from strong demand for
business services, including software and I nternet
applicationsandtemporary help services, aswell as
apickupinvisitor traffic to the state.

Revised employment datafor Oregonindicatethat
nonfarm payroll employment increased by 1.8 per-
cent last year, 0.3 percentage point faster than
originally estimated. The revised data point to a
pickup in most sectors of Oregon’s economy be-
tween 1998 and 1999, the notabl e exception being
thefinance, insurance, and real estate and govern-
ment sectors. Improved economic conditions re-
sulted in significantly tighter labor markets. As of
January, state unemployment stood at 4.7 percent,
1.3 percentage points lower than ayear earlier.

Economic growth in Washington picked up in
recent monthsasgainsin servicesand construction
morethan offset ongoing contractionsin manufac-
turing. Tota nonfarmpayroll employment expanded
by 2.3 percent at an annual rate during the four
months ending in January. The recent strength
owesto rapid growth in construction employment
associated withincreasesinnonresidential building
and to double-digit gains in computer and data
processing employment rel ated to high demandfor
softwareand Internet applications. In contrast, the
state’s manufacturing sector remains a drag on
employment growth inthe area; during the twelve
months ending in January, manufacturers shed
morethan 17,000jobs. Although cutbacksat Boeing
accountfor alargefraction of joblosses, reductions
occurred in nearly all sectors of both durable and
nondurablemanufacturing.

Revised employment dataindicate that the Wash-
ington economy grew more slowly in 1999 than
previously estimated. Total nonfarm payroll em-
ploymentincreased by 1.5 percentin 1999, well of f
the 2.5 percent pace of 1998. The downward
revision owed primarily to greater weakness in
manufacturing and slower job growth in construc-
tionthanoriginally recorded.
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Data are seasonally adjusted three month moving averages Data are seasonally adjusted three month moving averages
EMPLOYMENT
Annualized % Annualized %
Number Employed % Change  Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous  Previous Previous  Previous
Jan-00  Dec-99  Jan-99 Month Year Jan-00  Dec-99 Jan-99 Month Year
Alaska Washington
Total 280.0 280.3 276.4 -13 13 Tota 2667.6 2665.6 2629.2 0.9 15
Mining 9.6 9.0 105 116.9 -8.6 Mining 3.4 34 3.4 0.0 0.0
Construction 14.2 14.3 14.2 -8.1 0.0 Construction 156.7 157.9 149.0 -8.7 5.2
Manufacturing 133 14.7 14.1 -69.9 -5.7 Manufacturing 355.2 356.2 372.2 -3.3 -4.6
T.CPU. 26.8 26.5 25.8 145 39 T.CP.U. 141.2 1405 137.9 6.1 2.4
Trade 57.7 57.4 56.8 6.5 16 Trade 647.3 644.1 631.5 6.1 25
FI.RE. 12.8 129 128 -89 0.0 FI.RE. 136.9 139.3 137.3 -18.8 -0.3
Services 721 71.4 69.0 124 45 Services 750.4 7474 7271.7 4.9 31
Government 735 74.1 73.2 -9.3 0.4 Government 476.5 476.8 470.2 -0.8 13
Oregon Unemployment Rates (%)
Total 1587.0 15889  1562.0 -14 1.6
Mining 17 1.8 1.9 -49.6 -10.5 Jan-00  Dec-99 Nov-99 Jan-99 Dec-98
Construction 831 83.7 83.0 -8.3 0.1
Manufacturing 241.7 241.8 2431 -0.5 -0.6 Alaska 5.9 5.7 6.0 6.3 6.0
T.CPU. 78.6 785 76.8 15 23 Oregon 47 5.0 52 6.0 6.0
Trade 392.3 390.6 385.5 53 18 Washington 45 43 43 49 49
F.I.RE. 94.0 95.2 95.7 -14.1 -1.8
Services 435.9 435.2 4174 19 44 us. 4.0 41 41 43 44
Government 259.7 262.1 258.6 -10.5 04

Unemployment rates are from the household employment survey, al other data are for nonagricultural payroll employment.

All data are seasonally adjusted.

FEDERAL RESERVE BANK OF SAN FRANCISCO



WESTERN ECONOMIC DEVELOPMENTS

MARCH 2000

ARIZONA,CALIFORNIA, AND HAWAII

The Arizona economy entered the year 2000 with
tremendous strength. Based on recently revised
employment data, nonfarm payroll employmentin
Arizonaincreased by 4.4 percent in 1999, about a
percentage point faster than previously estimated.
Datafor recent monthsindicatethe continuation of
thesamestrongtrend of expansionrecordedfor all
of 1999. As of January, Arizona was the second
fastest growing state in the nation (after Nevada)
in terms of annual job growth. Consistently rapid
employment growth during the past twelvemonths
hasproducedincreasingly tight labor marketsinthe
state; the state unemployment rate fell to 4.1
percentin January, about ¥z percentagepoint | ower
than the average for 1999.

Arizona's expansion owes to solid gains in all
sectors except mining and manufacturing. Still,
gainshavebeen most rapidin sectors supported by
consumer demand. For exampl e, together the con-
struction, finance, insurance, and real estate, retail
and wholesale trade, and services sectors (68
percent of total employment) added more than
80,000 jobs during the twelve months ending in
January, about 87 percent of netjobadditionsinthe
state.

Califor nia’ seconomicexpansion maintai ned sub-
stantial momentum entering the year 2000. Total
nonfarm payroll employment grew about 4 percent
onanannual basisin December and January. Asof
January, total employment stood 3.1 percent above

Nonagricultural Payroll Employment
(percent change over year earlier)
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its year-earlier level, placing California seventh
among statesinthe paceof growth. Employmentin
the construction, transportation, communications,
and public utilities, and services sectorsgrew very
rapidly in the past two months. Strong growth in
internet and other high-tech services has kept the
Bay Area economy taut, and solid gains in con-
struction haveboosted growthin Southern Califor-
nia. As a result of strong employment growth
statewide, theunempl oyment rate dropped another
0.3 percentage point in January to 4.7 percent.

Although the state’s manufacturing sector shed
jobsinthepast four months, includingal ossof about
3,000 jobs in January aone, increased foreign
demand has boosted sales figures for manufac-
tured products. During the second half of last year,
merchandise exports from California were about
10 percent higher than they were during the same
periodin1998. For theyear, exportswereuphby 2.4
percent, following adeclineof 4.2 percentin 1998.
Exports of high-tech equipment grew solidly in
1999, althoughthiswasoffset somewhat by declin-
ing exportsof transportation equipment.

Hawaii’s economy improved more in 1999 than
previously estimated, accordingtorecently revised
figuresonpayroll employment. Anupwardrevision
in thejob count raised the estimated level of total
nonfarm payroll employment by about 6,500 jobs
and raised the corresponding 1999 growth rate
from 0.6 percent to 1.1 percent. The largest up-
ward revisions to estimated employment were in
theconstructionandretail tradesectors, suggesting
improvement in real estate markets and consumer
demand. Asof January 2000, constructionempl oy-
ment was 3.7 percent above its year-earlier level,
and retail trade employment was up 1.5 percent
(compared to noticeable losses in 1998). In addi-
tion, themost recent dataon state personal income
indicate growth of 5.5 percent on an annual basis
duringthe second and third quartersof 1999, about
doublethe paceinthe state during the past several
years.

Increases in tourist visits helped the Hawaiian
economy substantially in 1999. Following adecline
of 1.9 percentin 1998, thetotal visitor countwasup
1.6 percent last year, as a 6.1 percent increase in
westbound visitors offset a 5.9 percent declinein
eastbound visitors (mostly from East Asia).
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Annualized % Annualized %
Number Employed % Change  Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous  Previous Previous  Previous
Jan-00 Dec-99  Jan-99 Month Year Jan-00 Dec-99 Jan-99 Month Year
Arizona Hawaii
Total 22119 22030 2119.8 5.0 43 Total 535.6 536.8 527.7 -2.6 15
Mining 9.9 10.1 12.7 -21.3 -22.0 Mining . . . .
Construction 157.7 158.8 150.3 -8.0 4.9 Construction 22.2 21.8 21.4 24.4 37
Manufacturing 212.4 212.8 210.7 -2.2 0.8 Manufacturing 16.5 16.6 16.3 -7.0 12
T.C.PU. 1155 116.3 1135 -7.9 18 T.CRU. 40.8 41.2 40.4 -11.0 1.0
Trade 521.1 520.4 501.3 16 39 Trade 1333 133.7 131.3 -35 15
F.I.RE. 144.1 143.4 136.8 6.0 53 F.I.R.E. 34.4 345 353 -34 -25
Services 704.2 700.1 658.5 7.3 6.9 Services 1755 176.1 172.1 -4.0 2.0
Government 356.9 351.2 348.7 21.3 24 Government 1129 112.9 110.9 0.0 1.8
California Unemployment Rates (%)
Total 142115 141713 13785.6 35 31
Mining 239 231 24.6 50.5 -2.8 Jan-00  Dec-99 Nov-99 Jan-99 Dec-98
Construction 713.3 705.5 660.3 141 8.0
Manufacturing 1921.3  1924.6 1924.7 -20 -0.2 Arizona 4.1 4.0 4.2 44 44
T.C.P.U. 735.5 753.5 732.2 -25.2 05 Hawaii 4.9 51 52 6.2 6.3
Trade 32285 32359 31455 -2.7 2.6 California 4.8 5.0 4.9 5.6 5.7
FI.RE. 829.1 826.5 817.8 3.8 14
Services 44848 44630  4299.9 6.0 43 us 4.0 41 41 43 4.4
Government 22751 22623  2205.2 7.0 32

Unemployment rates are from the household employment survey, all other data are for nonagricultural payroll employment.

All data are seasonally adjusted.
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The Idaho economy expanded rapidly in 1999.
Revised dataindicatethat nonfarm payroll employ-
ment increased by 3.7 percent last year, 1.7 per-
centagepointsfaster thanoriginally estimated. The
new figures placed Idaho sixth among states in
terms of annual employment growth for the year
ending in January. Although Idaho’'s economy
slowed dlightly in recent months, job growth re-
mained solid; during the four months ending in
January, total payroll employmentincreased by 2.5
percent at an annual rate.

Rapid employment growthand modest increasesin
the civilian labor force pushed the state’s unem-
ployment rate to 4.4 percent in January, about a
percentage point lower than a year earlier. Tight
labor marketshavemadeit difficult for employers
in Idaho to find qualified workers. In a recent
survey of about onehundreddaho high-techfirms,
over 80 percent said that they intend to hire more
people thisyear than last year. High-tech compa-
niesinthestatereportedly have openingsfor more
than 1,000 engineers, technicians, and sales and
marketing personnel.

The Nevada economy continued to expand at a
rapidpaceinrecent months, athoughgrowth s owed
from earlier in the year. Total nonfarm payroll
employment increased by 4.4 percent at an annual
rate during the four months ending in January,
dlightly off the 6 percent pace of the first nine
monthsof 1999. Despite therecent slowdown, the

Nonagricultural Payroll Employment
(percent change over year earlier)
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101

0.0 + + + J
Jan-96 Jan-97 Jan-98 Jan-99 Jan-00

state’' s unemployment rate fell to 4.0 percent in
January, 0.5 percentage point lower than the aver-
age for first nine months of last year.

Nevada seconomy continuedtobenefitfromrapid
growthinthestate’ stourismandgamingindustries.
Several new casinos opened in Las Vegas last
year, drivingvisitor countsup and pushinggaming
revenueswell aboveyear-earlier levels. Increased
tourism and gaming activity boosted job growthin
theservicesandtrade sectorsand produced signifi-
cant gains in the state’ s taxable sales. During the
twelve months ending in January, employment in
the services sector increased by nearly 8 percent
and payrollsinretail and wholesal e trade climbed
by 7.6 percent. Theonedownbeat noteinNevada's
otherwise exceptional year wasin the state' srural
areas which continued to lose jobs to ongoing
layoffsand closingsinthemining industry .

The pace of expansion in Utah slowed in recent
months. Total nonfarm payroll employment grew
by about 0.6 percentage point during the four
months ending in January. The slowdown was
broad-based, with most major sectorsfalling short
of the pace of expansion recorded earlier in 1999.
The notable exceptions to this trend were the
construction and government sectors, where job
growth surged in recent months. Despite the slow-
down intotal employment growth towardstheend
of 1999, annual job gainsremainsolid (2.4 percent
during the twelve months ending in January) and
labor markets remain tight—the state unemploy-
ment rate fell to 2.8 percent in January.

Much of Utah'’ sstrength in 1999 owesto prepara-
tions for the 2002 Olympic games. The construc-
tion sector accounted for about 15 percent of net
new jobs created in 1999, about three times the
sector’ s share of total employment. Much of the
growth stemmed from continuing highway, public
transportation, and nonresidential building neces-
sary for the Winter Olympics. Although many of
these projectsare nearing compl etion, demand for
construction workers should remain strong in the
near term, as building on severa new high-tech
facilities should commence. However, state fore-
castersexpect Utah’ sconstruction sector tocool in
the long run, a prediction supported by the recent
declineinnon-residential construction awards.
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CONSTRUCTION

Non-Residential Construction Awards Residential Construction Permits
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EMPLOYMENT

Annualized % Annualized %
Number Employed % Change  Change Number Employed % Change  Change
(thousands) From From (thousands) From From
Previous  Previous Previous  Previous
Jan-00  Dec-99  Jan-99 Month Year Jan-00  Dec-99  Jan-99 Month Y ear
Idaho Utah
Tota 546.7 548.9 529.4 -4.7 33 Total 1059.9 10619 1035.6 -2.2 23
Mining 2.6 2.7 2.8 -36.4 -7.1 Mining 7.8 7.8 7.8 0.0 0.0
Construction 354 36.8 34.3 -37.2 32 Construction 76.5 75.0 715 26.8 7.0
Manufacturing 76.9 76.9 5.7 0.0 16 Manufacturing 132.6 1323 1317 2.8 0.7
T.CPU. 272 26.9 26.3 14.2 34 T.CP.U. 59.0 59.9 58.8 -16.6 0.3
Trade 136.9 137.7 134.4 -6.8 19 Trade 251.3 251.0 246.1 14 21
F.ILRE. 234 236 237 -9.7 -1.3 FILRE. 57.0 57.3 56.6 -6.1 0.7
Services 136.4 136.7 129.7 -2.6 5.2 Services 295.3 2991  286.2 -14.2 32
Government 107.9 107.6 102.5 34 53 Government 180.4 179.5 176.9 6.2 2.0
Nevada Unemployment Rates (%)
Total 10105  1007.0 958.6 43 54
Mining 114 114 12.8 0.0 -10.9 Jan-00  Dec-99 Nov-99 Jan-99 Dec-98
Construction 92.0 91.7 938 4.0 -1.9
Manufacturing 430 427 42.0 8.8 24 Idaho 44 4.4 46 5.3 55
T.CP.U. 531 52.8 50.2 7.0 5.8 Nevada 4.0 4.1 43 4.2 41
Trade 208.1 207.8 1935 17 75 Utah 2.8 3.0 31 4.1 4.2
F.ILRE. 451 44.6 43.6 14.3 34
Services 439.2 436.4 407.0 8.0 7.9 us. 4.0 41 41 43 44
Government 118.6 119.6 115.7 -9.6 25

Unemployment rates are from the household employment survey, all other data are for nonagricultural payroll employment.
All data are seasonally adjusted.
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