
S. Hrg. 107-426

THE EMPLOYMENT SITUATION:

FEBRUARY 2002

HEARING

before the

JOINT ECONOMIC COMMITTEE

CONGRESS OF THE UNITED STATES

ONE HUNDRED SEVENTH CONGRESS

SECOND SESSION

March 8, 2002

Printed for the use of the Joint Economic Committee

U.S. GOVERNMENT PRINTING OFFICE

WASHINGTON: 2002

For sale by the Superintendent of Documents. U.S. Government Printing Ofice

Internet: bookstore.gpo.gov Phone: (202) 512-1800 Fax: (202) 512-2250

Mail: Stop SSOP, Washington, DC 20402-0001

cc 79-363



JOINT ECONOMIC COMMITTEE

[Created pursuant to Sec. 5(a) of Public Law 304, 79th Congress]

HOUSE OF REPRESENTATIVES SENATE

JIM SAXTON, New Jersey, Chairman
PAUL RYAN, Wisconsin
LAMAR SMITH, Texas
JENNIFER DUNN, Washington
PHIL ENGLISH, Pennsylvania
ADAM H. PUTNAM, Florida
PETE STARK, California
CAROLYN B. MALONEY, New York
MELVIN L. WATT, North Carolina

JACK REED, Rhode Island, Vice Chairman
EDWARD M. KENNEDY, Massachusetts
PAUL S. SARBANES, Maryland
JEFF BINGAMAN, New Mexico
JON S. CORZINE, New Jersey
ROBERT G. TORRICELLI, New Jersey
ROBERT F. BENNETT, UTAH
SAM BROWNBACK, KANSAS
JEFF SESSIONS, ALABAMA
MIKE CRAPO, Idaho
LINCOLN CHAFEE, Rhode Island

CHRISTOPHER FRENZE, Executive Director
ROBERT KELEHER, ChiefMacroeconomist

PATRICIA RUGGLES, Minority StaffDirector



CONTENTS

OPENING STATEMENT OF MEMBERS

Representative Jim Saxton, Chairman ....................... I
Senator Jack Reed, Vice Chairman ........................ 2

WITNESS

Statement of Lois Orr, Acting Commissioner, Bureau of Labor Statistics:
Accompanied by Kenneth V. Dalton, Associate Commissioner,
Office of Prices and Living Conditions; and Philip L. Rones,
Assistant Commissioner of Current Employment Analysis ..... 3

. SUBMISSIONS FOR THE RECORD

Prepared Statement of Representative Jim Saxton, Chairman ..... .13
Prepared Statement of Senator Jack Reed, Vice Chairman ........ 15
Prepared -Statement of Acting Commissioner Orr, together with Press

Release No. 02-124, entitled, "The Employment Situation February
2002," Bureau of Labor Statistics; Department of Labor ..... .16

Chart entitled, "Gross Domestic Product" ................... 43
Chart entitled, "Personal. Consumption Expenditures" ............ 44
Chart entitled, "Fixed Private Nonresidential Investment" ......... 45
Chart. entitled, "Employees on Nonfarm Payrolls" ............. 46
Chart entitled, "All Employees: Manufacturing" .............. 47



THE EMPLOYMENT SITUATION:
FEBRUARY 2002
Friday, March 8, 2002

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITrEE,

WASHINGTON, D.C.

The Committee met, pursuant to notice, at 9:30 a.m., in Room 311,
Cannon House Office Building, the Honorable Jim Saxton, Chairman of
the Committee, presiding.

Present: Representatives Saxton and English; Senator Reed.

Staff Present: Christopher Frenze, Robert Keleher, Colleen J. Healy,
Brian Higginbotham, Patricia Ruggles, and Matthew Salomon.

OPENING STATEMENT OF
REPRESENTATIVE JIM SAXTON, CHAIRMAN

Representative Saxton. Good morning. I am pleased to welcome
Acting Commissioner Orr once again before the Joint Economic
Committee (JEC) to testify..on the February employment situation.

The employment data reported today appear to reflect the end of the
recession also shown in other recent economic data. Payroll employment
stopped its long decline, actually rising 66,000 in February, although
partially under the influence of some special factors. The decline of the
unemployment rate in January was sustained in February, leaving its level
at 5-1/2 percent.

Last month, I noted the preliminary signs that indicated the economy
may have bottomed out. Since this time, additional data have been
released suggesting that the economic rebound appears to be underway.
A resumption of economic growth would be very welcome news for all
Americans, although it remains to be seen how strong and sustained the
rebound will be.

Nonetheless, the recent data have been generally quite positive. GDP
growth in the fourth quarter of 2001 was sharply revised upward, with
consumption growth reaching six percent for the period. The Institute for
Supply Management data suggest that manufacturing as well as service
industry output is now increasing. Personal income and consumption
have both increased, according to the most recent monthly data. The
leading economic indicators have risen for the fourth month in a row.

The bottoming out in manufacturing output is encouraging since its
problems signaled the outset of the slowdown in 2000. Housing and auto



sales remain strong, and other official statistics also register
improvement.

Over the last month, the evidence has continued to mount that the
recession has ended. However, the fragility of the economy, particularly
investment, remains a concern that justifies enactment of the economic
stimulus package in Congress. Moreover, the economy remains
vulnerable to the risks of adverse international economic developments,
high debt levels, security costs and other factors.

Given the recession and the events of September 11, the prospect of
economic recovery in the near future is especially impressive and reflects
the remarkable resilience of the American economy and the American
people.

In conclusion, what had been preliminary signs of economic recovery
last month have now been confirmed in other more recent data.
However, we must be on guard against complacency. Congressional
enactment of an economic stimulus package would be a prudent
insurance policy against the potential for another slowdown in economic
activity.

And I will turn to Senator Reed for his opening statement.

[The prepared statement of Representative Saxton appears in the
Submissions for the Record on page 13.]

OPENING STATEMENT OF
SENATOR JACK REED, VICE CHAIRMAN

Senator Reed. Thank you very much, Mr. Chairman. I want to
thank Commissioner Orr and her colleagues once again for joining us.
And as you indicate, there are encouraging signs that the recession is
over. Chairman Greenspan last week indicated as much in his testimony.
But there is a concern that this might be ajobless recovery. And so these
employment numbers today - and those in the future - are particularly
critical to measuring the full effect of our returning and reviving the
American economy.

Today there are nearly eight million unemployed Americans and
more than four million additional workers who want a job but are not
counted among those who are unemployed. And more than two million
Americans have exhausted their benefits since the start of this recession.
In fact, we are approaching a record number of people who have
exhausted their benefits and are not eligible for additional benefits.

So it is particularly pleasing to me that this week the House moved
to extend unemployment benefits after considering a series of proposals.



I think we finally arrived at a proposal which recognizes the need to
assist the unemployed while also providing some prudent and effective,
limited steps to further stimulate the economy. Hopefully, this provision
will be adopted very quickly by my colleagues in the Senate.

And our task today is to ensure that we put this country on a strong
and sustainable growth path; that we do, in fact, follow through and
extend unemployment benefits to workers; that we continue to boost the
economy, and we do so in a way that will not only revive our GDP, but
give back meaningful employment to millions of Americans.

Thank you, Mr. Chairman.
[The prepared statement of Senator Reed appears in the Submissions for
the Record on page 15.]

Representative Saxton. I thank the gentleman. Commissioner,
welcome, we are pleased to have you here today, and we are prepared for
your statement.

OPENING STATEMENT OF Lois ORR, ACTING
COMMISSIONER, BUREAU OF LABOR STATISTICS:

ACCOMPANIED BY KENNETH V. DALTON, ASSOCIATE
COMMISSIONER, OFFICE OF PRICES AND LIVING CONDITIONS;

AND PHILIP L. RONES, ASSISTANT COMMISSIONER OF
CURRENT EMPLOYMENT ANALYSIS

Ms. Orr. Thank you. Mr. Chairman and Members of the
Committee, as always I appreciate the opportunity to comment on the
labor market data, and I think especially today. We are reporting today
that nonfarm payroll employment was up by 66,000 in February,
following losses that averaged 146,000 a month between the beginning
of the recession in March 2001 and this past January. The largest
increase over the month occurred in retail trade, but we suggest caution
in interpreting that figure as a sign of strength for that industry, as I will
explain in more detail later in the statement.

Aside from retail trade, nonfarm payroll employment on net was little
changed in February. Employment did rise in health services, and a mild
winter helped boost the number of jobs in construction. There were
employment declines in manufacturing, mining, wholesale trade, and
finance. The unemployment rate was essentially unchanged.at 5-1/2
percent.

Looking in more detail at the data from our survey of employers for
February, job losses continued in manufacturing, a decline of 50,000
workers, although that was about half the average pace of the prior 12



months. Employment in motor vehicle manufacturing increased by
26,000 over the month, reversing a decline of similar magnitude in
January. Most of the February increase stemmed from the reopening of
automotive plants that had shut down for inventory control in January.
Nonetheless, compared to a year ago, employment in auto manufacturing
is down 63,000. Elsewhere in transportation equipment, job losses in
aircraft manufacturing have totaled 31,000 in the last four months, 8,000
of which came in February. Sizable employment declines continued in
printing and publishing, which was down 13,000, and electrical
equipment where the decline was 22,000. The February decline of
14,000 jobs in industrial machinery employment was below the 21,000
average of the prior 12 months. Primary metals and fabricated metals
also had smaller employment declines in February than in recent months.
The factory workweek edged up a tenth of an hour to 40.7 hours, and
factory overtime was steady at 3.9 hours.

Mining employment in February declined sharply by 6,000, with
most of the losses in oil and gas extraction. Since last September, the oil
and gas industry has lost 9,000 jobs.

Job losses in wholesale trade, which numbered 15,000, accelerated
-in February after two months of smaller declines. Most of that loss was

concentrated in durable goods distribution.

Employment in finance dropped by 11,000 in February, the first loss
in this industry since last July. Within finance, job losses continued at
security brokerages, where employment has fallen by 45,000 since the

' industry's peak last March. On the other hand, employment in mortgage
brokerages was up in February, but only slightly. In contrast to the
decline in finance, real estate added 5,000 jobs in February, its first
substantial increase since last September.

With unusually mild and dry weather in February, we found that
construction employment increased by 25,000 after seasonal adjustment.
This unusually mild and dry weather may have contributed to the
employment growth in heavy construction where the increase was 12,000
and in special trade contractors, 14,000, particularly in the
weather-sensitive concrete component of special trade. Within general
building contractors, continued gains in residential contractors offset
nonresidential losses.

In February, retail trade employment rose by 58,000, seasonally
adjusted. And, of course, this is the point I was referring to at the
beginning of my remarks, that it is important to understand this
employment change we are showing in retail trade. Large seasonal



layoffs, as we know, always occur in retail trade in January and February,
following the holiday season buildup in the preceding months. If you
will recall, holiday hiring in late 2001 was well below normal. And then
as a result, there were fewer workers to lay off in January and February.
These relatively small layoffs in January and February appear in our data
as seasonally adjusted increases, and over the two months they have
totaled 99,000. A clearer perspective on the industry's trend requires a
longer-term view, which shows that retail employment is down by
142,000 workers since last July.

Employment in services edged up by 40,000 in February. Gains in
December, January, and February totaled 132,000, which followed losses
in October and November that were almost twice that amount, 245,000.
In February, help supply services did not lose jobs for the first time in
nearly a year and a half, and we have seen consistent job losses every
month in help supplies since September, 2000. This month, there is a
very modest increase. Losses during that period of September 2000
through January 2002 in help supply had totaled 669,000, and that is an
industry that in September 2000 had employment of approximately 3-1/2
million. Modest gains also were posted in education, engineering, and
management services and hotels.

Employment in health services continued its strong growth trend,
with an above-average gain of 34,000 jobs in February, with 13,000 of
those jobs being in doctors' offices and clinics.

Within transportation, job losses in the passenger component of air
transportation have slowed dramatically in the past two months,
following a decline of 87,000 in the fourth quarter of 2001.

Average hourly earnings of production or nonsupervisory workers in
the private sector rose two cents, to $14.63 in February. This followed
a gain of three cents in January, and that is a revision to the January
number. Hourly earnings over the year increased by 3.7 percent.

Turning to some of the measures obtained from our Current
Population Survey, that is, our survey of households, the unemployment
rate was essentially unchanged at 5.5 percent in February, as was the
number of unemployed persons, which totaled 7.9 million. The jobless
rate for Hispanics declined in February, while the rates for adult men,
adult women, teenagers, whites, and blacks were little changed. Looking
at another measure of labor underutilization, the number of part-time
workers who would have preferred full-time work rose by 255,000 to 4.2
million, following a decline in January.



The labor force increased by 821,000 over the month, reflecting a
large increase in employment and reversing a very substantial decline that
we saw last month; that is, in January. Both the labor force participation
rate, which is at 67.7 percent, and the employment population ratio, at 63
percent, rose over the month, offsetting similar declines in January.

In summary, the jobless change rate was essentially unchanged in
February at 5.5 percent, and the number of workers on nonfarm payrolls
rose slightly in February after six months of losses that totaled 1.3
million.

My colleagues and I now would be glad to answer any questions.

[The prepared statement of Ms. Orr, together with accompanying press
release appear in the Submissions for the Record on page 16.]

Representative Saxton. Thank you very much. Your statement is,
as usual, very articulate.

I brought some charts with me here that I would just like to run
through for just a moment, just to get your reaction to see if your take on
these statistics as depicted on these charts is the same as mine.

The first chart shows the trends in GDP over the last several years.
And, of course, beginning in mid-2000, we begin to see diminished
economic growth as expressed in GDP. And finally in the third quarter
of 2001, we actually saw negative growth. And, of course, the revised
GDP growth figures for the last quarter of last year are very encouraging,
back in the positive territory for the first time.. This would be a positive
indicator of economic growth, would it not?

[The chart entitled, "Gross Domestic Product" appears in the
Submissions for the Record on page 43.]

Ms. Orr. Yes. Of course, we see the reflection in our productivity
measures that we released last week for fourth quarter 2001 reflecting
that revision in gross domestic product; because if you recall last month
we met, the GDP was up two-tenths, and with the revision that is
reflected also.

Representative Saxton. We thought maybe the numbers that we
saw beginning in January were some kind of an anomaly, since the
unemployment rate slipped back to 5.6 percent. But now in February we
see, as you put it, the unemployment rate remained the same. And I know
you say that for statistical reasons. But the full number is a tenth of a
percentage point lower than it was even in January, isn't that right?

Ms. Orr. Right. The difference is not statistically significant.



Representative Saxton. Right. I agree. And of course, we saw
positive numbers in employment data for February. That is another good
sign. And we look at something called the Diffusion Index, which is an
index that measures growth across the economic sectors in 353 industries,
and we saw that last November that only 38 percent of those 353
industries were experiencing growth. And in the February numbers, we
see that 48 percent, up from 38 percent just four months ago, are now
experiencing growth. So that would tend to lend credence to the fact that
things have changed some.

Ms. Orr. We haven't seen with the numbers we are releasing today,
substantial growth in very many of the industries, but we have seen
something - stabilization, if you will, or substantial reduction in the rate
of job loss.

Representative Saxton. We would like to certainly see the
percentage of the Diffusion Index above 50 percent. But 38 percent as
compared to 48 percent, we seem to be doing a little better.

Personal consumption during the last quarter of the year is also an
.encouraging sign. We saw six percent growth in personal consumption.
The last time we saw that was back in the second quarter of 1998. So not
to overstate these numbers, or not to overstate these statistics, but we are
seeing a trend here in our chart that would indicate at least a bottoming
out in some growth as well, true?

[The chart entitled, "Personal Consumption Expenditures" appears in the
Submissions for the Record on page 44.]

We still continue to see problems, so we certainly cannot begin to
celebrate too strongly yet. As we see in the next chart, fixed private
nonresidential investment continues to be a problem. Can you comment?

[The chart entitled, "Fixed Private Nonresidential Investment" appears
in the Submissions for the Record on page 45.]

Ms. Orr. Well, certainly we see in our employment numbers in
nonresidential construction and in residential construction some
continued strength.

Representative Saxton. The next chart also, on its face, looks like
we still have a problem with regard to nonfarm payrolls. However, there
is a trend that is fair and impartially unmistakable during the last four
months. We see that while nonfarm payrolls showed very strong
weakness in each month for the last four, things seemed to have gotten
a little less bad. And in February, for the first time, we would have a
yellow bar that goes above the line. Of course, the February numbers
aren't on this chart, but the February numbers would show the trend that



began four months ago in terms of nonfarm payroll becoming less bad.
And this time, for the first time, we would see a positive yellow bar going
up, again indicating that there is a trend underway.

[The chart entitled, "Employees on Nonfarm Payrolls" appears in the
Submissions for the Record on page 46.]

Ms. Orr. Actually with this month, it is the first time in seven
months that we have had an increase.

Representative Saxton. How long has it been since payroll
employment expanded as much as it did in February?

Ms. Orr. It is over a year ago. We had an employment increase of
167,000 last February. That was followed by an increase of 59,000 in
March of 2001, and then an April decline of 165,000. In fact, as I said,
this month is our first employment increase in seven months.

Representative Saxton. And you are saying that since we have had
a nonfarm payroll employment increase of this level has been since last
February?

Ms. Orr. Yes.

Representative Saxton. I spoke about the Diffusion Index a few
minutes ago. Do you use the Diffusion Index for purposes in your
evaluations?

Ms. Orr. We do look at it. We look at a number of different
measures.

Representative Saxton. Do you have other indices that show the
trend that appears to be underway?

Ms. Orr. I would note that our measure of hours appears to have
stabilized. But were you asking me about internal Bureau-produced data
that we use, or are there other outside or external data that we look at?
We look at the full range of economic data that is issued.

Representative Saxton. I am trying to determine whether the trend
that we have seen from the charts, from your numbers, from the
unemployment rate, is evident in other economic data? Do you have
other indicators that we haven't talked about here?

Ms. Orr. I don't know that we in the Bureau do, but certainly from
a variety of other sources there are measures that seem to be consistent
with the data that you have in your charts and the data that we are issuing
today. I would say, for example, orders for goods and services, for
instance, or evidence that there is decline in inventories.



Representative Saxton. House sales, existing house sales, are
almost at a peak in January. Is that a high for January or a high overall
in terms of existing housing sales? There was a decline in employment
in heavy construction; is that correct?

Ms. Orr. Yes.

Representative Saxton. Is that consistent with the problems in the
commercial real estate sector?

Ms. Orr. There was an increase in employment in heavy
construction in selected special trades such as concrete, as I mentioned.
But among general .contractors, there is a decline in employment among
general contractors. that are engaged in nonresidential construction.

Representative Saxton. Is there a reason that you can point to as to
why that has occurred?

Ms. Orr. Because folks aren't building buildings.

Representative Saxton. Obviously. You mentioned weather. How
important do you think weather was in this month's-

Ms. Orr. It-was our assessment.that the mild and dry weather
actually for -December,' -January, first half of February period, was
significant in helping to account for the increase in employment in
February.

Representative Saxton. So, while we have seen a trend here - first
of all, these numbers are nowhere near as strong as they could have been.
So, while we see a trend, and there are other factors that may be at play,
like weather, maybe it is not time quite to pop the cork in the champagne
bottle and celebrate that robust growth is here again.

Ms. Orr. We were talking about champagne on the way over, and
we weren't ready to pop the cork either.

Representative Saxton. Mr. English?

Representative English. Thank you, Mr. Chairman. I appreciate the
opportunity to participate in today's hearing. And I guess while I am
appreciative of the fact that some of these trends are very encouraging for
the long hall, I am constrained to note that in my part of western
Pennsylvania, we are still very much in a recession. And it is based
particularly with what is going on in the manufacturing sector, to which
point I want to direct all of my questions. Commissioner Orr, what has
been the trend in manufacturing employment since July of 2000 and
specifically how many jobs in this sector have been lost in this time
frame and in what industries do these declines seem to be concentrated?



Representative Saxton. If I may just ask the gentleman to yield for
a minute, we have a chart that speaks to this issue. I think it is the
next-to-the-last chart.

[The chart entitled, "All Employees: Manufacturing" appears in the
Submissions for the Record on page 47.]

Representative English. I am grateful to the gentleman for the
visuals.

Ms. Orr. You asked the number of manufacturing jobs that have
been lost?

Representative English. General trends in manufacturing
employment since July 2000, how manyjobs have been lost in this sector
in this time frame, and in what industries do these declines seem to be
concentrated?

Ms. Orr. Between July and this February, manufacturing
employment declined by approximately 1.7 million. I would also note
there are many who would say that a number of jobs also in
manufacturing, to be found in the help supply industry, you know,
declined very substantially between - as I noted earlier, between
September 2000 and currently.

With respect to the industries in which we had declines, the
manufacturing industries in which there were declines looking at this
period, they have really spread across almost all manufacturing industries
with, in many instances, the larger industries incurring larger losses. Let
me just note a few of those industries in manufacturing that accounted for
a large share of the loss: electronic equipment, industrial machinery,
printing and publishing, air transportation, primary metals, fabricated
metals, textiles.

So the losses were to be found certainly in durable goods
manufacturing, but also to a somewhat lesser extent in nondurable goods.
Industries such as textiles, for example, have been in a state of declining
employment for I think decades , a generation.

Representative English. I can understand that in the case of textiles,
we are looking at more of a long-term trend. But I am also concerned
that some of the manufacturing sectors which we have managed to retain
on shore and in which we are competitive seem to be suffering significant
job losses. Do you have any evidence to suggest whether these job losses
in manufacturing are temporary or permanent?

Ms. Orr. Well, looking at the long haul as far as manufacturing is
concerned, you know, we have continued to see manufacturing as a



smaller proportion of total employment in the nation. For example, in
our every two years' employment projections, we are projecting 10 years
from now employment manufacturing will be similar in size to what it is
now. So overall, you know, we have seen declines in manufacturing, and
based on our projections, would not expect to see vast kinds of increases
in employment.

I would note that during the 1990s, we saw a sizable increase in
manufacturing employment in this country, but with the job losses in
manufacturing that have occurred since 1998, I would say employment
right now in manufacturing is fairly similar in size to what it was at the
beginning of the nineties.

Representative English. So actually there have been ebbs and flows
within manufacturing employment. Isn't it true that manufacturing is one
of the last sectors to recover during a recession normally, given, at least
for some areas of manufacturing, the long lead times in manufacturing
orders?

Mr. Rones. Historically, what employers tend to do is they start
increasing hours in manufacturing and that allows for the flexibility for
that period when you are not really certain whether you are going to see
a sustained increase in demand. More recently, employers have been less
likely to use hours - that is, hours have been less cyclical and
employment has been more cyclical.

I would say we have a flattening or maybe even a little increase in
manufacturing hours in the last few months, and that would be a positive
sign.

Representative English. You go ahead.

Ms. Orr. And we sometimes do see some of these jobs showing up
in other industries. People that are employed in manufacturing, in reality,
may be in help supply. And to the extent that manufacturers increase the
contracting out of a lot of the services or functions they would have
performed by themselves, we can see a decline in manufacturing that, if
organizations were structured differently, might not see as a large a
decline.

Representative English. What has been the recent trend in the
Diffusion Index for manufacturing measuring the breadth of monthly
employment gains in that sector, and what was its level a year ago
relative to today?

Mr. Rones. In manufacturing - and this is the full range of specific
industries - it is 136 that we include in our Diffusion Index. Right now
we are at 41 percent. That is better than a year ago when we were at 32



percent. But I note that we haven't been above that 50 percent mark that
the Chairman described earlier since the middle of 2000. So that, of
course, corresponds with this long period of sustained - actually this
predates the period of sustained losses in manufacturing.

Representative English. I thank the panelists for their testimony.
It is most helpful. And I thank you for the opportunity to inquire, Mr.
Chairman.

Representative Saxton. Thank you.
Commissioner, we appreciate you being here again. I have no further

questions at this point. I would just like to take this opportunity to say
that. A function of the Joint Economic Committee is to look at a variety
of functions of the Federal Government, and try to determine how those
functions are affecting the economy, or whether they are affecting the
economy in any way. And certainly as we hope that we are seeing the
beginning of the end of the recession, we need to recognize the role that
the Federal Reserve has played in bringing about monetary policy that
has set the stage for economic growth, pointing of course to relatively
low interest rates.

The Congress, in addition, on a second front, reduced tax rates not
long ago, not to everybody's liking, maybe not to anybody's liking,
depending on your point of view, but marginal rates today are lower than
they were earlier.

We have also seen some restraint in government spending, until the
events of September 11 at least, and we hope we can continue along that
path.

We also during the last decade or so have seen some very robust
increases in investment, in technological developments that have added
to productivity, and of course we continue to promote open markets and
international trade, which have again played a part in setting the stage for
what we hope we see here; that is, the beginning of another period of
economic growth.

So we thank you for bringing this news to us today. We look forward
to seeing you again next month. Mr. Rones and Mr. Dalton, thank you.
And I thank my friend, Mr. English, for his participation.

[Whereupon, at 10:10 a.m., the Committee was adjourned.]



SUBMISSIONS FOR THE RECORD

THE PREPARED STATEMENT OF
REPRESENTATIVE JIM SAXTON, CHAIRMAN

lampleased to welcome Acting Commissioner Orr once again before
the Joint Economic Committee (JEC) to testify on the February
employment situation.

The employment data reported today appear to reflect the end of the
recession also shown in other recent economic data. Payroll employment
stopped its long decline, actually rising 66,000 in February, although
partially under the influence of special factors. The decline of the
unemployment rate in January was sustained in February, leaving its level
at 5.5 percent.

Last month I noted the preliminary signs that indicated the economy
may have bottomed out. Since this time additional data have been
released suggesting that an economic rebound appears to be underway.
A resumption of economic growth would be very welcome news for all
Americans, although it remains to be seen how strong and sustained the
rebound will be.

Nonetheless, the recent data have been generally quite positive. GDP
growth in the fourth quarter of 2001 was sharply revised upward, with
consumption growth reaching six percent in that period. The Institute for
Supply Management data suggest that manufacturing as well as service
industry output is now increasing: Personal income and consumption
have both increased according to the most recent monthly data. The
leading economic indicators have risen for four months in a row.

The bottoming out in manufacturing output is encouraging since its
problems signaled the outset of the slowdown in 2000. Housing and auto
sales remain strong, and other official statistics also register
improvement. Over the last month the evidence has continued to mount
that the recession has ended.

However, the fragility of the economy, particularly investment,
remains a concern that justifies enactment of economic stimulus
legislation by the Congress. Moreover, the economy remains vulnerable
to risks from adverse international economic developments, high debt
levels, security costs, and other factors.

Given the recession and the events of September 11, the prospect of
economic recovery in the near future is especially impressive and reflects
the remarkable resilience of the American economy and people.

79-363 02-2
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In conclusion, what had been preliminary signs ofeconomic recovery
last month have now been confirmed in other more recent data. However,
we must be on guard against complacency. Congressional enactment of
economic stimulus legislation would be a prudent insurance policy
against the potential for another slowdown in economic activity.



PREPARED STATEMENT OF

SENATOR JACK REED, VICE CHAIRMAN
Thank you very much, Mr. Chairman. I want to thank Commissioner

Orr and her colleagues once again for joining us. And as you indicate,
there are encouraging signs that the recession is over. Chairman
Greenspan last week indicated as much in his testimony. But there is a
concern that this might be a jobless recovery. And so these employment
numbers today - and those in the future - are particularly critical to
measuring the full effect of our returning and reviving American
economy.

Today there are nearly eight million unemployed Americans and
more than four million additional workers who want a job but are not
counted among those who are unemployed. And more than two million
Americans have exhausted their benefits since the start of this recession.
In fact, we are approaching a record number of people who have
exhausted their benefits and are not eligible for additional benefits.

So it is particularly pleasing to me that this week the House moved
to extend unemployment benefits after considering a series of proposals.
I think we finally arrived at a proposal which recognizes the need to
assist the unemployed while also providing some prudent and effective,
limited steps to further stimulate the economy. Hopefully, this provision
will be adopted very quickly by my colleagues in the Senate.

And our task today is to ensure that we put this country on a strong
and sustainable growth path; that we do, in fact, follow through and
extend unemployment benefits to workers; that we continue to boost the
economy, and we do so in a way that will not only revive our GDP, but
give back meaningful employment to millions of Americans.

Thank you, Mr. Chairman.
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Mr. Chairman and Members of the Committee:

I appreciate this opportunity to comment on the labor

market data that we released this morning.

We are reporting today that nonfarm payroll employment

was up by 66,000 in February, following losses that

averaged 146,000 a month between the beginning of the

recession in March 2001 and January 2002. The largest

increase occurred in retail trade, but we suggest caution

in interpreting that figure as a sign of strength for that

industry, as I will explain in more detail later in this

statement. Aside from retail trade, nonfarm payroll
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employment on net was little changed in February.

Employment did rise in health services, and mild weather

helped boost the number of jobs in construction. There

were employment declines in manufacturing, mining,

wholesale trade, and finance. The unemployment rate was

essentially unchanged at 5.5 percent.

Looking in more detail at the data from our survey of

employers for February, job losses continued in

manufacturing (-50,000), although at about half the average

pace of the prior 12 months. Employment in motor vehicle

manufacturing increased by 26,000 over the month, reversing

a decline of similar magnitude in January. Most of ,the

February increase stemmed from the reopening of automobile

plants that had shut down for inventory control in January.

Still, employment in auto manufacturing is down 63,000 over

the year. Elsewhere in transportation equipment, job

losses in aircraft manufacturing have totaled 31,000 in the

last 4 months, 8,000 of which came in February. Sizable

employment declines continued in printing and publishing

(-13,000) and in electrical equipment (-22,000). The

February decline of 14,000 jobs in industrial machinery

employment was below the 21,000 average of the prior 12

months. Primary metals and fabricated metals also had

smaller employment declines in February than in recent
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months. The factory workweek edged up 0.1 hour to 40.7

hours, and factory overtime was steady at 3.9 hours.

Mining employment declined sharply in February

(-6,000), with most of the losses in oil and gas

extraction. Since last September, the oil and gas industry

has lost 9,000 jobs.

Job losses in wholesale trade (-15,000) accelerated in

February after 2 months of smaller declines. Most of the

loss was concentrated in durable goods distribution.

Employment in finance fell by 11,000 in February, the

first loss in this industry since last July. Within

finance, job losses continued in security brokerages, where

employment has fallen by 45,000 since the industry's peak

last March. Employment in mortgage brokerages was up

slightly in February. In contrast to the decline in

finance, real estate added 5,000 jobs, its first

substantial increase since September.

Construction employment increased by 25,000 in

February, after seasonal adjustment, partly offsetting a

large decline in January. Unusually mild and dry weather

may have contributed to employment growth in heavy

construction (12,000) and special trade contractors

(14,000) -- particularly in the weather-sensitive concrete

component. Within general building contractors, continued
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gains in residential contractors offset nonresidential

losses.

In February, retail trade employment rose by 58,000

(seasonally adjusted) . Large seasonal layoffs always occur

in retail trade in January and February, following the

ho1iday-season employment buildup in the preceding months.

Holiday hiring in late 2001, however, was well below

normal, As a result, there were fewer workers to lay off

in January and February. The relatively small layoffs in

those 2 months appear in our data as seasonally adjusted

increases, totaling 99,000. A clearer perspective on the

industry's trend requires a longer-term view, which shows

that retail employment is down by 142,000 since last July.

Employment in services edged up by 40,000 in February.

Gains in December, January, and February totaled 132,000,

following losses in October and November that totaled

245,000. In February, help supply services did not lose

jobs for the first time in nearly a year and a half.

Losses from September 2000 through January 2002 had totaled

669,000. Modest gains also were posted in education,

engineering and management services, and hotels.

Employment in health services continued its strong growth

trend, with an above-average gain of 34,000 jobs in

February, including 13,000 in doctors' offices and clinics.
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Within transportation, job losses in the passenger

component of air transportation have slowed dramatically in

the past 2 months, following a decline of 87,000 in the

fourth quarter of 2001.

Average hourly earnings of production or

nonsupervisory workers in the private sector-rose 2 cents

to $14.63 in February. This followed a gain of 3 cents in

January (as revised). Hourly earnings increased by 3.7

percent from February 2001.

Turning to some of the measures obtained from the

survey of households, the unemployment rate was essentially

unchanged at 5.5 percent in February, as was the number of

unemployed persons, at 7.9 million. The jobless rate for

Hispanics declined in February, while the rates for adult

men, adult women, teenagers, whites, and blacks were little

changed. Looking at another measure of labor

underutilization, the number of part-time workers who would

have preferred full-time work rose by 255,000 to 4.2

million, following a decline in January.

The labor force increased by 821,'000, reflecting a

large increase in employment (851,000) in February and

reversing a substantial decline in January. Both the labor

force participation rate (66.7 percent) and the employment-
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population ratio (63.0 percent) rose over the month,

offsetting declines in January.

To summarize, the jobless rate was essentially

unchanged in February at S. 5 percent. The number of

workers on nonfarm payrolls rose slightly in February,

after 6 months of losses that totaled 1.3 million.

My colleagues and I now would be glad to answer your

questions.
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THE EMPLOYMENT SITUATION: FEBRUARY 2002

The unemployment rate was essentially unchanged at 5.5 percent in February, the Bureau of Labor
Statistics of the U.S. Department of Labor reported today. Nonfarm payroll employment was up by 66,000
in February. following several months of large job losses. February gains in several industries, however. can
be attributed to special factors. Manufacturing employment continued to decline, although at a slower pace.

Chart 1 Unemployment rate. seasonally adtleed,
Per Marh 1999 - February 2002

Unemployment (Household Survey Data)

The number of unemployed persons (7.9 million) and the unemployment rate (5.5 percent) were essen-
tally unchanged in February, following declines in both measures in January. The unemployment rate for
Hispanics fell by a percentage point to7.1 percent in February. Jobless rates for the other major worker
groups-adult men (5.0 percent), adult women (5.0 percent), teenagers (15.6 percent), whites (4.9 percent),
and blacks (9.6 percent)-were little changed. (See tables A-I and A-2.)

Total Employment and the Labor Force (Household Survey Data)

Total employment rose by 851,000 to 134.3 million in February, after seasonal adjustment; this increase
more than offset a large decline in January. The employment-population ratio increased by 0.4 percentage
point in February, returning to its December level of 63.0 percent. (See table A-1.)

In February, the number of persons working part time despite their preference for full-time work in-
creased by 255,000 to4.2 million. The number of persons working part time for economic reasons had
been at about that level from September through December. (See table A-4.)
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Following a decline of 924,000 in January, the civilian labor force increased by 821,000 in February, to
142.2 million. The labor force participation rate -- the proportion of the population that is either working or
looking for work-increased by 0.3 percentage point, to 66.7 percent. (See table A-1.)

Persons Not in the Labor Force (Household Survey Data)

In February, the number of persons not in the labor force who reported that they currently want ajob
decreased by 449.000. to 4.4 million (seasonally adjusted); this group accounted for 6.2 percent of all
persons not in the labor force. These individuals were not counted as unemployed because they had not
searched for work in the 4-week period preceding the survey. Most had not searched for over a year.
(See table A-I.)

About 1.4 million persons (not seasonally adjusted) were marginally attached to the labor force in
February. These individuals reported that they wanted and were available for work and had looked for a
job sometime in the prior 12 months. They were not counted as unemployed. however, because they had
not actively searched for work in the 4 weeks preceding the survey. The number of discouraged workers
was 371.000 in February. up by 82.000 from a year earlier. Discouraged workers, a subset of the mar-
ginally attached, were not currently looking for work specifically because they believed nojobs were avail-
able forthem. (See table A-10.)

Industry Payroll Employment (Establishment Survey Data)

Nonfarm payroll employment was up by 66,000 in February to 131.3 million, seasonally adjusted.
While the over-the-month change was positive for the first time since July 2001, much of the gain was
due to special circumstances. Unusual seasonal employment patterns in retail trade, favorable weather for
construction, and a return from temporary plant shutdowns in motor vehicle manufacturing were important
components of the February change. (See table B- )

In the goods-producing sector, manufacturing lost 50,000 jobs in February. compared with average
losses of about 111,000 in the prior 12 months. Motor vehicle employment rose by 26,000, as most of
the plants that had been temporarily shut down in January to reduce inventories were operating in February.
Large employment declines continued in electrical equipment (-22,000) and industrial machinery (-14,000).
Aircraft manufacturing lost 8,000 jobs in February; since September, employment in this industry has fallen
by 33,000. Employment in printing and publishing fell by 13,000 in February and has declined by 107,000
over the year.

Construction employment increased by 25,000 in February, reflecting unusually warm temperatures
and dry weather across the country. Thejob gains were in heavy construction and, within special trades,
concrete work, both of which are particularly sensitive to the weather. Other construction components
showed little change.

Mining employment declined by 6,000 in February, with most of the losses in oil and gas extraction
(4,000). Since September, oil and gas employment has decreased by 9,000.

Within the service-producing sector, wholesale tradejob losses totaled 15,000 in February, after 2
months of smallerdeclines. Employment in the insurance industry continued to fall in February: the industry
has lost 14,000 jobs since September. Employment in finance declined by 11,000 over the month. Within
finance, security brokerages continued to shed jobs, with losses totaling 45,000 since industry employment
peaked in March 2001. In contrast, employment continued to increase in mortgage brokerages in February,
reflecting low mongage interest rates.
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Retail trade employment rose by 58.000 in February. after seasonal adjustment. This followed a rise of

41,000 in January. Because of light hiring during the holiday season, there were fewer workers to lay off in
January and February. resulting in over the -month gains after seasonal adjustment. On net. since July,
employment in retail trade is down by 142.000. seasonally adjusted

After substantial job losses in October and November 2001. employment in the services industry rose
modestly for the third consecutive month. I lealth services employment rose by 34.000. with offices and
clinics of medical doctors showing a large gain (13,000) Employment in help supply services edged up by
14.000 however.employment in this industry is 655.000. or 18.5 percent, below its peak level of
September 2000. Engineenng and management services added 9.000 jobs.

In transportation. job losses in the passenger component of air transportation have slowed in die past
2 months. following a decline of 

8
7,000 in the fourth quarter. Trucking employment continued on the

downward trend that began in Apni 2001.

ckly-Hours.(Esablishment Survey Data)

The average workweek for production or nonsupervisory workers on private nonfarm payrolls was
unchanged in February at 34 t hours, seasonally adjusted. The manufacturing workweek edged up by
0.1 hour to 40.7 hours. Manufacturing overtime was unchanged at 3.9 hours. (See table B-2.)

The index of aggregate weekly hours of production or nonsupervisory workers on private nonfarm
payrolls increased by 0.1 percent in February to 148.5 (1982=100). seasonally adjusted. The index
has fallen by 2.4 percent from its recent peak in January 2001 The manufacturing index edged down
by0.1 percent to 92.6 in February and has fallen by 9.7 percent since January 2001. (See table B-5.)

Hourly and Weekly Earnings (Establishment Survey Data)

Average hourly earnings of production or nonsupervisory workers on pnvate nonfarm payrolls increased
by 2 cents in February to $14.63. seasonally adjusted. Average weekly earnings rose by 0. 1 percent to
$498.88 Over the year, average hourly earnings increased by 3.7 percent and average weekly earnings
grew by 3. percent. (See table B-3.)

The Employment Situation for March 2002 is scheduled to be released on Friday. April 5, at 8:30AM.
(EST
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March 2001 National Benchmarks

In accordance with standard practice, BLS will release nonfarm payroll employment

benchmark revisions with the May data on June 7, 2002. The March 2001 benchmark level

has been Finalized and will result in a downward revision of 123,000 to total nonfarm employ-

ment for the March 2001 reference month, an adjustment of 0.1 percent.

Also concurrent with the release of the March 2001 benchmark revisions on June 7, BLS

will continue the implementation of a new probability-based sample design for the payroll

survey. Estimates for the mining, construction, manufacturing, and wholesale trade industries

are currently produced using the new sample and methodology. Estimates for the transpor-

tation and public utilities: retail trade; and finance, insurance, and real estate industries will
incorporate the new sample design with the June 7 release. Further information is available
on the Internet (http://www.bis.gov/ces/) or by calling (202) 691-6555.
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unemployment are computed by aggregating independently adjusted

component scres. For example, total unemployment is derived by
summing the adjusted series for four major age-sex components: this

differs from the unemployment estimate that would be obtained by
dirctly adjusting the total or by combining the duration. reasons. or

uno derailed age categories.
The numerscal ractors used to make the seanonal adjusments are

recalculared twicn a year. For the houschold survey. the factors err
calculated forthdranuar-Juneperiod andagain fortheJuly-December

praod. For the establishment survey, updated factors for sasonal
adjustment are calculated for the May-October period and inteoduced
along ith ne benchmarks. and again for the November-April period.
In both surveys. revisions to historical data arr made once a year.

Reliability of the estimates
Statistics based on the household and esablishment survevs are

subject to both samplingand nonaimplingerror. Whenasoamplerather
than tho entire population is surveyed. ther isachance thathe samplc
stmates ma) differ from the -or population values they represent.

The eact diffemrce. or sampling error. varics depending on the
pamcular rampic scelted. and this variability is measured hy the

standard error of the estimate. Them is about a 90-percent chance. or
level of confidence. that an estimate based on a sample will differ by
no more than 1.6 standard erats frnm the truc" population value
because of sampling error. 8L analyses arm generally conducted at

the 90-percent lel of confidemce.
For exampile. the confidenceinterval forthe monthly changeintotal

employment from thc household survey isontherderofplusorminus
292000. Suppose the estimate of total employment increases by
100.000 from one month to the nxt. The 90-percent confidence
interval on the monthly change would range from -192.000 to 392,000

(100.000 c/- 292.000). These figures do not moan that the sample
resuls are off by these magnitudes, but rather that there is about a 90-
percent chance that the true over-the-month change lits within this
inrral Since this range includes values of Ics than am. we could
not sa with confidence that employment had, in fact. increased, If.
however. the repaored employment rise was halfa million, then all of
the alue within the 90-percent confidence interval would be greater
than crn In this case. it is likely (at Iast a 90-percent chance) that
an employment rise had, in fact occurred. The 90-percnnt confidence

interval for the monthly change in unemployment is +/. 273,000, and

for the monthly change in the unemployment ate it is +/* .19
percentage point

In general. cstimates involving many individuals or establishmaents

have lower standard erors (relave to thie size of the estimate) than
esimates which are based on a small number of observations The
precision of estimates is also improved when the data are cumulated
over time such as for quarterly and annual averages. The soasonal
adjustment process coo also improve the stability of the monthly

estimates.

The household and establishment surveys are also affected by
noneampling error. Nonsarpling errors can occur for many reasoons
including the failure to sample a segment of the population, inability
to obtain information for all respondents in the sample inability or
unwillingness of respondents to provide correct information on a
timely basis mistakes made by respondents, and errors made in the
collection or processing of rhe dat

For esample. in the establishment survey. estimates for the most
recent 2 months are based on substantially incompletc retursm for this
reason. these esrmares ore labeled preliminary in the tables. It is only
after two successive revisions to a monthly estimate, when nearly

all samp reports have beat received. V the estimate is considered

final

Another major source of nonsampling error in the establishment
survey is the inability to capture. on a tioely basis employment
generated by new firms. To correct for this stematicunderesrination
of empioymeni growth (and other sources of crror). a process known

as bias adjustment is included in the survey's estimating procedures,
whereby a specified number ofjobs is added to the monthly sample-
basedchange. Theszeofthmonthly biasedjustmentisbasedinrgely

on past relationships between the sampl-based estimates

of employment and the total counts of employment described below.

The samplk-based estimates from the estublishment survey are
adjusted onc a year (on a lagged basis) to universe counts of payroll
employmentobtained fromadministrativerecordsoftheunemployment
insurance program. The difference between the March sample-based

employment estimates and the March universe counts is known as a

benchmark revision. and serve asa rough proxy for total ureyerror.
The new benchmarks also incorporate changes in the clssification of
industries. Over the put decede. the benchmark revision for total
nonfarm employment has averaged 0.3 percent, ranging from zero to

0.7 percent.

Additional statistics and other information
Mom comprehensive statistics ore contained in Employ-mn and

Eorning, published each month by BLS. It is available for $26.00 per
issue or 550 00 per year from the U.S. Govenment Printing Office,
Washington, DC 20402. All orders must be prepaid by sending a
check or money order payable to the Supeintrendent of Documents, or
by charging to Mastercard or Visa.

Employment and Earnings also provides measures of
sampling error for the household survey data published in this
relase. For unemployment and other labor force categories. these

asureappear int abis I-B through 1-De fits"EsplanatoryNNta
Measures of the reliability of the data drawn from the
establishment survey and the actual amounts ofrevision due Io bench-
mark adjustments ace provided in tables 2-B through 2-H of that

publication.
Information in this release will be made availabic to sensory

impaired individuals upon request. Voice phon: 202-691-5200;
TDO message referral phone: 1-800-877-8339.
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