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What is the current state of Washington’s economy? Yesterday, the Employment
Security Department released the state of Washington’s unemployment rate for
December. Over the last three months, the economic climate in Washington has slowly
changed for the worse, suggesting that no state, however strong its economy is, can
withstand the effect of a meltdown in the nation’s financial system. Washington’s
unemployment rate slowly closed in on the national unemployment rate, moving from 6.3
percent in October to 6.4 percent in November, and finally to 7.1 percent in December.

Washington lost 54,600 jobs in 2008, but 82 percent (44,500 jobs) was lost in the fourth
quarter, and 41 percent (22,600 jobs) was lost in December. In other words, job losses
started to accelerate after September and they catapulted in December. These statistics
indicate that the fallout from the meltdown of the national financial sector has spilled
over from employment in construction and financial services to other industries. In
addition, these data do not suggest that the job losses bottomed out in December.

Where were these losses concentrated? Primarily in the more cyclical, least recession-
resistant industries: construction and manufacturing.

¢ Employment in the construction sector with 183,800 jobs in December
reflected 24,300 job losses in 2008 and 4,200 for December. Construction
accounted for 39 percent of jobs in the goods-producing sector (Figure 1).

e The larger manufacturing sector that employed 283,600 workers in
December shed 12,600 jobs for the year: 7,700 jobs during the fourth
quarter and 3,500 jobs in December. Manufacturing accounted for 60
percent of jobs in the goods-producing sector.

e Notice in Figure 2, negative job growth in both construction and
manufacturing accelerated significantly after September.

¢ Sixty-nine percent (69.2%) of all job losses in 2008 were accounted for by
losses in the goods-producing sector.



Figure 1

Goods-Producing Sector = 474,400 Jobs
16.3% of Total Nonfarm Employment (December 2008)
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Figure 2
Monthly Job Growth (2008)
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Source: Washington ESD’s December 2008 Employment Situation Report

Where is Washington’s goods-producing sector headed in 2009?

e The federal government is purchasing mortgages from banks and helping
home owners refinance their homes at lower interest rates.

e The Federal Reserve Board lowered the Federal Funds Rate (FFR) to less
than 0.5 percent on December 16, 2008; and it has dropped it since then to
0.25 percent. A lower FFR is anticipated because the financial sector has
not fully overcome its liquidity problems.



e President Obama’s proposed fiscal stimulus package will funnel federal
funds to states for infrastructure and other services. This could increase
employment in the construction, health care, and education sectors within
the next 7 to 8 months.

e Jobs in manufacturing may continue to decline in 2008, particularly in the
durable goods sector because lower interest rates are not an inducement to
purchase these durable goods on credit when consumers are worried about
job security.

e Boeing announced that it will lay off 4,500 workers in its Renton plant
between April and June 2009 (Source: The Bellevue Report, contributed
by Dean Radford, Jan 09 2009, 3:18 P.M.). Boeing had a large backlog of
orders; but some of those orders have been put on hold. Therefore, the
future depends on the state of the global economy and whether the
countries (in Boeing’s case, China) that placed the majority of the orders
are currently in recessions.

Where were the job losses concentrated in the services-producing sector?

Figure 3

Private Services = 1.9 Million Jobs
64.9% of Total Nonfarm Employment (December 2008)
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Where were gains and losses concentrated in the private-services sector?

e Employment in trade, transportation, and utilities totaled 541,200 in
December, reflecting a loss of 15,100 jobs for the year, 78 percent of
which occurred in the fourth quarter.

e Employment in professional and business services totaled 332,600 in
December, reflecting job losses of 19,200 for the year, 96 percent of
which occurred in the fourth quarter.

e In Figure 4, negative job growth rates accelerate significantly after
September for professional services and trade, transportation, and utilities.

e Employment in health and educational services remained on a steady
growth. Employment totaled 365,500, up 10,400 for the year (20 percent
during the fourth quarter).

Figure 4
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Table 1 lists the major sectors of the economy: goods-producing, private services, and
government services, measured in terms of employment levels. However, as the subtotal
for private services (in boldface) indicates in Table 1, until most recently, most of the
employment losses for some services sectors were offset by gains in other services areas.

The goods-producing sector accounted for 16.3 percent of nonfarm private employment
as of December; but contributed 69 percent of the year-over-year job losses, mainly
because construction and manufacturing sectors are not recession-resistant.

The private component of the services-providing sector accounted for roughly 68.9
percent of nonfarm employment as of December.

Education and Health Care Services mitigated employment losses in all four quarters
of 2008, but its positive monthly growth rate is decelerating.

Leisure & Hospitality exhibited job losses in December which accounted for 65 percent
of its losses for the year.

Professional and Business Services exhibited 7,900 job losses across most of the
industries that were categorized within it. Administrative services took a beating in
December, with losses of 6,900 jobs.

Trade, transportation, and utilities lost most of its jobs in December due to declines in
the retail and wholesale sectors.



Table 1
Washington Employment by Major Industries and Changes in Employment Levels
(December 2007 to December 2008)

Private Nonfarm Dec-08 | Monthly 3- Year-

Employment Change | Month | over-
Change | Year

Change

Construction 183,800 -4,200 | -11,900 | -24,300

Manufacturing 283,600 -3,500 | -7,700 | -12,600

Natural Resources 7,000 -200 -400 -900

Subtotal All Goods 474,400 -7,900 | -20,000 | -37,800

-Producers

Education & Health 365,500 300 2,100 | 10,400

Care

Trade, 541,200 -3,300 | -11,800 | -15,100

Transportation &

Utilities

Professional & 332,600 -7,900 | -18,500 | -19,200

Business

Leisure & 281,700 -1,300 | -1,400 | -2,000

Hospitality

Subtotal Major 1,521,000 -5,700 | -11,300 | -2,200

Private Services

Subtotal All 1,885,200 | -13,100 | -31,600 | -25,900

Private Services

Subtotal Private 2,359,600 | -21,000 | -51,600 [ -63,700

Nonfarm

Employment

Government 547,100 -1,200 7,100 9,100

Total Nonfarm 2,906,700 | -22,200 | -44,500 | -54,600

Employment

Source: ESD-LMEA’s seasonally adjusted monthly employment data files, prepared on January 21, 2009.




What does this information tell us about the future of Washington’s economy?

e The most recent job losses are not encouraging. The private-services
sector employs roughly four times the number of workers in the goods-
producing sector; and it mitigated job losses for most of 2008 because
some services are recession-resistant.

¢ Employment in government services has been a stabilizer because this
sector usually grows in proportion to a population growth and its demand
for services.

e The magnitude and duration of job losses in Washington can be offset by
federal monetary and fiscal policies. Since Washington’s economy is
largely service-based and labor-intensive, it will benefit relatively more
from policies that create jobs directly. The President-elect’s planned
stimulus package to rebuild infrastructure and fund improvements to
education and health care covers both improvements to the goods-
producing sector (construction) and the services sector (i.e., it will create
jobs). Therefore, the real issue is timing.

e Funding for infrastructure, education, and health care services could have
some positive impact on employment in Washington as early as July, if
passage of federal legislation becomes a non-partisan Congressional
imperative.

¢ In the meantime, economic downturns often force employers to become
more efficient (i.e., they dismiss some and rehire others with different
skill sets). Therefore, during tough economic times, WorkSource
development counselors can provide assistance to workers, some of
whom will benefit from acquiring additional skills or on-the-job training.

o ESD’s Fall 2008 Job Vacancy Survey can also be a helpful tool for
training and career planning.

Presented by Dr. Ayala, Chief Economist
Washington State Employment Security Department
Labor Market and Economic Analysis
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