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THE EMPLOYMENT SITUATION:
JANUARY 2002

Friday, February 1, 2002

CONGRESS OF THE UNITED STATES,
JOINT ECONOMIC COMMITTEE,

WASHINGTON, D.C.

The Committee met, pursuant to notice, at 9:38 a.m., in Room 311,
Cannon House Office Building, the Honorable Jim Saxton, Chairman of
the Committee, presiding.

Present: Representative Saxton; Senator Reed.
Staff Present: Chris Frenze, Bob Keleher, Colleen J. Healy, Darryl

Evans, Brian Higginbotham, Patricia Ruggles, and Daphne Clones.

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 January employment situation.

'T'he employment data reported today appear to be somewhat affected
by seasonable adjustment factors. Payroll employment declined by
89,000, while the unemployment rate declined to 5.6 percent. Some of
the data in the report today seem to suggest more improvement in the
employment conditions than may have actually occurred. We will
explore some of these issues in more detail during the question and
answer period.

Nonetheless, recently released economic data broadly suggests the
economy may have bottomed out. For example, the decline in the
manufacturing sector seems to have slowed. Housing and auto sales
remain strong, and gross domestic product (GDP) actually eked out a
small gain in the fourth quarter of last year. These and other encouraging
signals have led many economists to conclude that the recession may be
over.

While we certainly hope this is the case, the fact remains that much
of this improvement is too recent and tentative to be called a trend. 'T'he
fragility of the economy, particularly investment, remains a concern that
justifies consideration of economic stimulus legislation by the Congress.
Moreover, the economy is vulnerable to risks from adverse international
economic developments, high debt levels, security costs and other
factors.

Last September, I took note of the Federal Reserve's actions to reduce
interest rates, the congressional effort to reduce taxes and the decline in
energy prices. At that time it appeared that these factors might
reasonably be expected to lead to an economic recovery by the first
quarter of 2002. However, the events of September I I th created such an
enormous disruption that this timetable for recovery could be viewed as
unduly optimistic. Thus, the prospect of economic recovery in the near
future is especially impressive and reflects the remarkable resilience of
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the American economy and the American people. In addition, the
President's success in fracturing the terrorist network has undermined, or
made it more difficult for the terrorists and their ability to strike. It has
improved domestic security and renewed confidence to a great degree.

This restoration of domestic securityis akey function of government,
and it is an important precondition for the resumption of a healthy
economic growth. As the President has emphasized, the war against
terrorism is hardly over, but we have made a good start. To date, the
terrorists have been unsuccessful in attaining their objective of seriously
crippling the U.S. economy.

In conclusion, the recent signs of economic recovery are encouraging
but tentative. The economy has proven to be incredibly resilient, but it
remains to be seen whether a sustained economic rebound is under way.
Congressional enactment of an economic stimulus package would be a
prudent insurance policy against the potential for another dip in economic
activity.

Senator Reed, the floor is yours for whatever comment you may
have.
[The prepared statement of Representative Saxton appears in the
Submissions for the Record on page 12.]

OPENING STATEMENT OF
SENATOR JACK REED, VICE CHAIRMAN

Senator Reed. Thank you very much, Mr. Chairman; and thank you
for convening this hearing and for your thoughtful comments. I also want
to welcome Acting Commissioner Orr and thank her for coming forward
to testify today.

Despite some hopeful signs, the labor market remains weak as the
economy continues to shed jobs. Today there are nearly eight million
unemployed Americans and nearly five million more workers who want
a job but are not counted among the unemployed.

Particularly troubling is the fact that the number of people who are
unemployed for more than six months is rising, and Congress has still not
acted to help them. Even if the economy begins to recover in the first
half of 2002, as many analysts predict, overall unemployment is likely to
continue to rise for some time. Moreover, the long-term unemployed are
typically the last to join the economic recovery. On average over the
post-war years, the unemployment rate for those who have been jobless
for more than 26 weeks continued to rise for nine months after the
economy had begun to recover.

The Department of Labor recently reported that the number of
workers exhausting their regular unemployment benefits has risen
substantially by the end of last year. In my home State of Rhode Island,
the number of workers who have exhausted their benefits has increased
by nearly 40 percent over the past year. There should be no doubt about
the importance of extending benefits to unemployed workers.

This week Senator Susan Collins joined me in calling for an
immediate vote on extending unemployment benefits by 13 weeks for the
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more than two million Americans who have exhausted their benefits
since the start of the recession and the many more that will soon face the
same fate, and I have a copy available of our letter to Senator Majority
Leader Daschle and Minority Leader Lott. Both Republicans and
Democrats have proposed extending unemployment benefits but have tied
the extension to other economic stimulus provisions.

I strongly believe that passing an extended benefits bill, separate
from other legislation, is the right thing to do now. American families
are suffering, and simple common decency requires that we put aside our
differences and come together to meet their needs now.

Extended unemployment benefits go to those who desperately need
resources to purchase food, pay their bills and clothe their children.
These benefits replace only a fraction of a worker's lost income, so most
of the money will be put right back into the economy where it is spent
immediately on wise necessities.

In addition, extending unemployment compensation involves no
cumbersome implementation issues, since the benefit system already
exists. As the recovery takes hold and laid-off workers find newjobs, the
costs of the program decline.

The task before us as policymakers is to get the economy out of the
recession quickly and put it back in the path of strong and sustainable
growth. Extending unemployment benefits to workers right now will not
only help millions of families weather these difficult economic times but
it will also provide a boost to the economy without undermining our
long-term fiscal discipline.

Mr. Chairman, thank you again, and I look forward to the testimony
of Commissioner Orr on the state of our labor markets.
[The prepared statement of Senator Reed appears in the Submissions for
the Record on page 13.]

Representative Saxton. Thank you very much, Senator.
Commissioner Orr, the floor is yours. We are ready and anxious to

hear your testimony this morning.
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. Mr. Chairman and Members of the Committee, I

appreciate the opportunity this morning to comment on the labor market
data that we have just released.

Nonfarm payroll employment fell by 89,000 in January, following
job losses that averaged 31 1,000 a month in the fourth quarter of 2001.
Manufacturing and construction employment declined, while services
employment was flat. The unemployment rate decreased by two-tenths
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of a percentage point to 5.6 percent, after rising by the same amount in
December.

Looking in more detail at the data from our survey of employers for
January, job losses continued in manufacturing - that is, a decline of
89,000 - although at the slowest pace since September. The largest
decline in manufacturing occurred in transportation equipment - that is,
28,000 - as motor vehicle plants had temporary shutdowns and aircraft
factories continued to lose jobs.

Sizable employment declines also occurred in primary metals,
fabricated metals, industrial machinery and electronic equipment. On the
other hand, job losses in manufacturing were not as widespread as they
had been in the fourth quarter.

As you know, construction employment held up unusually well last
year. Unlike past recessions when construction tended to be quite hard
hit, the industry lost very few jobs during the last eight months of 2001.
In January, however, employment in the industry declined by 54,000 on
a seasonally adjusted basis, despite unusually mild weather during the
month. The special trades and heavy construction components had the
largest losses. Also, an industry closely tied to construction, that is, the
landscaping component of agricultural services, also lostjobs in January.

Wholesale trade employment continued its declining trend. . The
industry has lost 145,000 jobs since November 2000.

Helping to offset these declines, retail trade employment rose by
62,000 in January after seasonal adjustment, as weak hiring for the 2001
holiday season resulted in fewer layoffs than usual in January. Putting
this increase in perspective, employment fell by 241,000 on a seasonally
adjusted basis in the last five months of 2001. The largest increases in
January were in department stores, apparel stores and miscellaneous
retail establishments, especially toy stores, where holiday hiring, and
therefore post-holiday layoffs, are heavily concentrated.

Employment in finance, insurance and real estate edged up by 9,000
in January, as relatively low interest rates continued to spur growth in
banks and mortgage brokerages.

Employment in the services industry overall was little changed, as
several component industries had offsetting movements. Business
services employment fell by 24,000, reflecting a sizable decline in
computer and data processing services.

Employment in help supply services was little changed over the
month, although I would note that the industry has been on a downward
trend since September, 2000. Job losses continued in the hotel industry,
bringing the total decline to 124,000 since the start of the recession.
However, employment in health services continued its strong growth
trend, and social services also had a job increase.

Transportation and public utilities employment was unchanged in
January as well. Air transportation grew by 8,000 jobs after seasonal
adjustment, as a very light holiday buildup in the air freight component
resulted in fewer layoffs than usual. Employment related to airline
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passenger service continued to decline. The communications industry
had job losses for the third consecutive month.

Both the total private sector workweek and the factory workweek
edged down by a tenth of an hour in January to 34 hours and 40.5 hours,
respectively. Factory overtime edged up by a tenth of an hour to 3.9
hours.

Average hourly earnings of production and nonsupervisory workers
in the private sector were unchanged at $14.59 in January. This followed
a gain of five cents in December, as revised. Hourly earnings increased
by four percent over the year, that is, from January 2001.

Now turning to some of the measures obtained from our survey of
households, the Current Population Survey (CPS), the number of
unemployed persons fell and the unemployment rate returned to its
November level of 5.6 percent, that is, from 5.8 percent in December.
The jobless rate for adult women declined in January after rising in
December, while the rates for adult men, teenagers, whites, blacks and
Hispanics were essentially unchanged.

Looking at other measures of labor underutilization, we would note
that the number of part-time workers who would have preferred full-time
work did fall from December to January by 294,000 so that they now
total four million.

The number of persons outside the labor force who said they want a
job rose by 163,000 to 4.8 million.

There was a decline of nearly a million in the labor force, reflecting
drops in both employment and unemployment between December and
January. However, I would caution against reading too much into a
single month's estimate for any data series, particularly in a month such
as January when there are large seasonal movements that can be difficult
to adjust for precisely.

To summarize, the jobless rate in January reversed its December
increase, dropping back to 5.6 percent. The number of workers on
nonfarm payrolls declined in January but at a slower pace than in recent
months. A seasonally adjusted employment increase in retail trade
partially offset losses in manufacturing and construction, while most
other industries were little changed.

Thank you. My colleagues and I now would be glad to answer your
questions.
[The prepared statement of Ms. Orr, together with accompanying press
release, appears in the Submissions for the Record on page 15.]

Representative Saxton. Commissioner, thank you very much.
Let me begin with a thought and a question that has been something

that we have tried to guard against here on the Joint Economic
Committee for years. You said in the closing part of your statement that
too much emphasis could be placed on one month's data, and we have
watched and tried to protect ourselves from doing that for many years
here, as long as I have been on this Committee, actually.
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So translated into the current report and watching the unemployment
rate drop by two-tenths of a percent and watching other factors, including
job growth and the up-tick in the diffusion index for a month, this looks
like a pretty good report. However, as you suggested, it would be a
drastic mistake to draw conclusions based on just this data. Is that
correct?

Ms. Orr. Correct.
Representative Saxton. Would you say why that is true?
Ms. Orr. Well, as I noted in my comments, seasonal adjustment

between December and January always brings with it some difficulties.
If you look, for example, at our data for January, particularly retail

trade and air freight, we have increases in employment for those
industries for the month of January, in large part reflecting the fact that
there was not the holiday buildup in December that we ordinarily would
have expected. So then when we seasonally adjust the January numbers,
we see an increase in employment that in part is an artifact of seasonal
adjustment.

Representative Saxton. In other words, we do this seasonal
adjustment every January to try to take into account the jobs that were
added in the last quarter of the year because of the holiday seasons, et
cetera.

Ms. Orr. Uh-huh.
Representative Saxton. This year it is particularly difficult, because

thosejobs may not have been added in the last quarter of the year because
of the anticipated slow economy and anticipated slower than normal
consumption for the last quarter of the year; and, therefore, the need may
not be there to make the same kind of an adjustment in spite of the fact
that the formula goes forward with the adjustment anyway. Is that-

Ms. Orr. Well, we are always adding new data to our adjustment so
that we want it to be as current as possible, but we don't by any means
always have a seasonal adjustment factor for each month that completely
takes into account all the movements of the prior months as well as what
is going on in that month.

So, if you recall, in our comments from late fall, we did note that
there was not the usual holiday buildup in a number of industries. So our
expectation, for example, might be of the loss of 100,000 workers
between December and January, and if we experienced only 50,000, we
would have a different seasonally-adjusted number than if we in fact had
declines totaling 100,000 between December and January.

Representative Saxton. Now, in January, is it also true that
adjustments are made because of the weather as it relates to construction?

Ms. Orr. The adjustments that are made with respect to construction
would be caught up in the seasonal adjustment factor reflecting what has
happened in years gone by-

Representative Saxton. Right.
Ms. Orr. -in terms of weather.
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In construction for the month of January, we showed the first
substantial decline since last April, despite the fact that we had relatively
mild weather.

Representative Saxton. Well, the fact-
Ms. Orr. So had the weather been severe, we might have expected

that there would have been a larger loss in the construction industry than
what we have noted.

Representative Saxton. But the seasonal adjustment went forward
in spite of the warm weather, is that correct?

Ms. Orr. We have continued to use the seasonal adjustment factor
despite the warm weather, but it is not the first winter where we have had
warm weather.

Representative Saxton. No, that is true, but I am just - what I am
trying to get at is that the seasonal adjustment took place based on kind
of an average of what happens through the year-

Ms. Orr. In prior years.
Representative Saxton. -and this year's weather was certainly an

anomaly, and, therefore, the seasonal adjustment could have been part of
the reason for the good report that we are seeing. It may be more
optimistic than reality?

Ms. Orr. That is true. Correct.
Representative Saxton. Thank you.
We also saw the GDP report come out for the last quarter of the year,

and it was also rather optimistic. As a matter of fact, we have a chart
here which shows gross domestic product and what has happened through
the last period of time, and we see that in the third quarter of last year, we
had a negative dip, if you will, in GDP; and then, in the last quarter, it
grew by two-tenths of a percent. Are you optimistic that this is a trend,
or is this also something that we should be careful of?

Ms. Orr. I would say that I think this is something we would want
to be careful of. You know, this is the preliminary estimate. You know,
BEA will be making revisions - or will be evaluating the number-

Representative Saxton. That is a good point. The first point is that
this 0.2 percent-

Ms. Orr. It is a preliminary estimate.
Representative Saxton. It is a preliminary estimate, and that will be

adjusted based on other information that is gathered as we move forward.
Ms. Orr. When the Bureau of Economic Analysis produces this

number, it doesn't have the complete data that they will later have in
order to make the final estimate.

Representative Saxton. Yes.
I guess two other things I would just like to mention that could have

caused this and leave us in a position to be cautious is that auto sales is
one of the factors that is primarily responsible for this growth during the
last quarter of the year when there was a program in place to permit
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people to buy cars interest free, and that not only could have encouraged
people to buy cars during the last quarter of last year but it may have
borrowed from the sales that will occur in the first quarter of this year.

So that is a factor that I think we need to be very careful of, as well
as Congressional activity in spending money for security purposes.
There was a lot of government spending during the last quarter of the
year that was not anticipated, as well as the automobile sales activity. So
it seems to me that we might want to be a little bit careful before we
come to a final conclusion that the recession is over. Would you agree
with that?

Ms. Orr. Yes.
Representative Saxton. Thank you. I am glad we are all agreeable

this morning.
Ms. Orr. Well, it is a nice spring day out. Right?
Representative Saxton. Well, thank you.
Senator Reed, do you have questions at this point?
Senator Reed. Thank you very much, Mr. Chairman; and thank you,

Commissioner Orr and your colleagues, for your testimony this morning.
According to your release, the number of people in January who were

in the labor force but reported that they wanted a job increased by about
163,000. Could the reason we saw a decline in the unemployment rate
be that an increasing number of people are discouraged and just stopped
job hunting and therefore would not be in your unemployment statistics?

Ms. Orr. I am sorry. Would you-
Senator Reed. Could the reason that we saw a decline in the

unemployment rate be that an increasing number of people are
discouraged and just stopped job hunting and therefore would not-

Ms. Orr. Well, those numbers don't suggest that is the case. The 4.8
million workers that we have reported would like a job was not much of
a change from the prior month, 163,000 additional persons. That 4.8
million number includes what we call discouraged workers, which have
increased modestly, but I don't think the change was such that it would
account for the change in unemployment.

Phil?
Mr. Rones. Well, I generally agree. I mean, we do directly-
Ms. Orr. I hope we agree.
Mr. Rones. Yes. We are agreeing today, too.
Senator Reed. This is a remarkable moment of consensus. Go

ahead.
Mr. Rones. We do directly ask questions in the survey related to the

reasons for being outside the labor force and with a set of restrictions we
do have a concept called discouraged workers, which are people who are
not looking because they think there are no jobs available to them. In
fact, that measure isn't up at all even over the year. It is small to begin
with. It is only 300,000, and we haven't really seen much increase.
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I think the interesting thing to note is that obviously you and others
have noticed the large decline in the labor force this month of nearly a
million. Now, people can take that and say, oh, these are people who
were discouraged, but they are not showing up, even in the very broad
category that you point out,just saying that they want a job. They are not
even showing up as an incrcasc thcrc. So it could just be that, in a very
good job market, as we had throughout the 1 990s, it brings people in who
otherwise may not have been working, and as the job market deteriorated
as it did throughout most of last year, eventually you have people who
leave the labor force, you know, people who were on the margin to begin
with who leave the labor force.

With that said, though, I would still remind you that this is one
month's data. When we have a big change in either direction in the labor
force like we have here, we often see that that is corrected, or it is in a
response to something that happened before.

I would note that we had an increase of I think 700,000 several
months ago, I believe in September. So we had an increase of a very
large magnitude.

Senator Reed. Thank you.
Again, I think the Chairman's point, which, being so agreeable today,

we all accept, is that one month's data is not definitive. I think we will
agree to that.

In that regard, Commissioner, does the unemployment rate always
rise steadily during a recession? Haven't we in the past, during
recessions, seen episodes where unemployment would decline and yet the
recession would still continue and indeed unemployment would continue
to grow? Is that historically something we have witnessed?

Ms. Orr. Uh-huh. Senator Reed, in the recession in the early 1 980s
and 1990s, we had at least a couple of months where the unemployment
rate went up and then dropped back and then continued its upward trend.

Senator Reed. Thank you.
Ms. Orr. I can't give you the exact dates, but they are in the early

parts of both of those recessions.
Senator Reed. In the early part of those recessions? That is

interesting, too.
Ms. Orr. You know, I think it may have been mid-recession.
Senator Reed. Mid-recession.
Let me also ask another question, which is, from someone who is not

adept at all in statistics, the job losses were higher than expected in your
report, declining by 89,000, yet the unemployment rate went down to 5.6
percent. I have succeeded in confusing myself. Whether I have confused
you yet is the question.

Ms. Orr. Well, I think that is one of the reasons that we said earlier
that these data are ones about which we should be cautious, because that
is not what we would ordinarily expect, that in the face of job loss we
would have a reduction in the unemployment rate.
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Senator Reed. And is this apparent contradiction explained by the
seasonal adjustments which the Chairman and you discussed? What is
the explanation for this apparent contradiction, or is it statistical
aberration?

Ms. Orr. You have named them all.
Senator Reed. Thank you.
Ms. Orr. Very good.
Senator Reed. Yes. I got used to taking tests where you put

everything you knew down and hoped that one was right.
Let me have a final question, if I can pursue this with respect to the

conversation you had with the Chairman about the construction industry.
I thought it was interesting that, as you say in your testimony,
employment in the industry declined by 54,000 on a seasonally adjusted
basis despite unusually mild weather, and special trades and heavy
constructions had the largest losses, together with landscaping, et cetera.
The construction industry has been remarkably strong throughout this
recession, and for the first time now we are seeing a decline in that sector
despite the fact that the weather was good. Does that suggest the first
time we are seeing sort of a retreat in this sector, which might have more
serious implications going forward?

Ms. Orr. There was a decline in April of last year, I think, of
something in the order of 77,000, and since that point in time there have
been modest increases or very modest declines, but this report does
suggest that perhaps some of the negative factors are catching up with
construction.

Senator Reed. When you say the heavy construction components,
special trades, I don't know, but I would presume that would be those
trades involved in the major construction projects, high-rises, highways,
et cetera, as differentiated from home builders. Is that the fear?

Ms. Orr. Most of the decline in construction that we saw in our
reports for January were in nonresidential construction, not home
building. As we know, home building is continuing to maintain a fairly
high level of activity. But you are right, it is in nonresidential.

Senator Reed. Is there any regional specificity to the declines - I
know the data is very preliminary, and it is a month's data, but if-

Ms. Orr. Right. The data are very preliminary, but my recollection
is that we saw some weakness in the West and the South.

Senator Reed. No, I am not-
Ms. Orr. We will subsequently have additional reports, including

geographic data, but that is my recollection.
Senator Reed. I know these numbers are preliminary.
Thank you very much. Thank you, Commissioner.
Representative Saxton. Commissioner, I have no other questions

today. Thank you for being here.
I guess that I would just like to say in conclusion that, while it is

prudent for us to be cautious of numbers that come to us a month at a
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time, or to concentrate on one month's data - and while it may have
sounded like we were being - or I was being more pessimistic than
optimistic, obviously I am very hopeful that these optimistic single-month
numbers continue, that in fact we have seen a bottoming out of the
recession, and that in the months ahead we will see positive numbers
from your report. We will see what happens.

So did you have a comment?
Ms. Orr. I was just going to note, being very agreeable today, that

if you look at the fourth quarter of 2001, we did incur an average of
311,000 payroll job losses in each of those last three months. So a loss
of 89,000 is of a different order.

Representative Saxton. We hope that we can all be optimistic when
we come back a month from now to look at the February numbers.

Thank you very much. We appreciate, as always, your participation,
and we look forward to seeing you next month.

This hearing is adjourned.
[Whereupon, at 10:10 a.m., the hearing was adjourned.]
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PREPARED STATEMENT OF
REPRESENTATIVE JIM SAXTON, CHAIRMAN

I am pleased to welcome Acting Commissioner Orr once again before
the Joint Economic Committee (JEC) to testify on the January
employment situation.

The employment data reported today appear to be somewhat affected
by seasonal adjustment factors. Payroll employment declined by 89,000,
while the unemployment rate declined to 5.6 percent. Some of the data
in the report today seem to suggest more improvement in employment
conditions than may have actually occurred. We will explore some of
these issues in more detail during the question period.

Nonetheless, recently released economic data broadly suggest that the
economy may have bottomed out. For example, the decline in the
manufacturing sector seems to have slowed, housing and auto sales
remain strong, and GDP actually eked out a small gain in the fourth
quarter of 2001. These and other encouraging signals have led many
economists to conclude that the recession may be over.

While we all certainly hope this is the case, the fact remains that
much of this improvement is too recent and tentative to be called a trend.
The fragility of the economy, particularly investment, remains a concern
that justifies consideration of economic stimulus legislation by the
Congress. Moreover, the economy is vulnerable to risks from adverse
international economic developments, high debt levels, security costs,
and other factors.

Last September I took note of the Federal Reserve's actions to reduce
interest rates, the Congressional effort to reduce taxes, and the decline in
energy prices. At that time it appeared that these factors might reasonably
be expected to lead to an economic recovery by the first quarter of 2002.
However, the events of September 11 created such enormous disruption
that this timetable for recovery could be viewed as unduly optimistic.

Thus the prospect of economic recovery in the near future is
especially impressive and reflects the remarkable resilience of the
American economy and people. In addition, the President's success in
fracturing the terrorist network has undermined its ability to strike and
has improved domestic security and renewed confidence. This restoration
of domestic security is a key function of government and is an important
precondition for a resumption of healthy economic growth. As the
President has emphasized, the war against terrorism is hardly over, but
we have made a good start. To date the terrorists have been unsuccessful
in attaining their objective of seriously crippling the U.S. economy.

In conclusion, the recent signs of economic recovery are encouraging
but tentative. The economy has proven itself to be incredibly resilient,
but it remains to be seen whether a sustained economic rebound is
underway. Congressional enactment of economic stimulus legislation
would be a prudent insurance policy against the potential for another dip
in economic activity.
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PREPARED STATEMENT OF
SENATOR JACK REED, VICE CHAIRMAN

Thank you, Chairman Saxton, for convening this hearing. I also want
to thank Acting Commissioner Orr for coming to testify before us today.

Despite some hopeful signs, the labor market remains weak as the
economy continues to shed jobs. Today, there are nearly eight million
unemployed Americans, and nearly five million more workers who want
a job, but are not counted among the unemployed.

Particularly troubling is the fact that the number of people who are
unemployed for more than six months is rising, and Congress still has not
acted to help them. Even if the economy begins to recover in the first
half of 2002, as many analysts predict, overall unemployment is likely to
continue rising for some time. Moreover, the long-term unemployed are
typically the last to join in the economic recovery. On average over the
postwar years, the unemployment rate for those who have been jobless
for more than 26 weeks continued to rise for nine months after the
economy had begun to recover.

The Department of Labor recently reported that the number of
workers exhausting their regular unemployment benefits had risen
substantially by the end of last year. In my home state of Rhode Island,
the number of workers who have exhausted their benefits has increased
by nearly 40 percent over the past year.

There should be no doubt about the importance of extending benefits
to unemployed workers.

This week, Senator Susan Collins joined me in calling for an
immediate vote on extending unemployment benefits by 13 weeks for the
more than two million Americans who have exhausted their benefits
since the start of the recession and the many more who will soon face the
same fate. (A copy of the letter we wrote to Senate Majority Leader Tom
Daschle and Minority Leader Trent Lott is available here today.)

Both Republicans and Democrats have proposed extending
unemployment benefits, but have tied the extension to other economic
stimulus provisions. I strongly believe that passing an extended benefits
bill, separate from other legislation, is the right thing to do now.
American families are suffering, and simple common decency requires
that we put aside our partisan
differences and come together to meet their needs now.

Extended unemployment benefits go to those who desperately need
resources to purchase food, pay their bills, and clothe their children.
These benefits replace only a fraction of a worker's lost income, so most
of the money will be put right back into the economy when it is spent
immediately on life's necessities.

In addition, extending unemployment compensation involves no
cumbersome implementation issues since the benefits system already
exists. As the recovery takes hold and laid-off workers find newjobs, the
costs of the program decline.

78-064 -02 - 2
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The task before us as policymakers is to get the economy out of this
recession quickly and put it back on the path of strong and sustainable
growth. Extending unemployment benefits to workers right now will not
only help millions of families weather these difficult economic times, but
it will also provide a boost to the economy, without undermining our
long-term fiscal discipline.

Mr. Chairman, I look forward to the testimony of Acting
Commissioner Orr on the state of our labor markets.
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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.

Nonfarm payroll employment fell by 89,000 in January

following job losses that averaged 311,000 a month in the

fourth quarter of 2001. Manufacturing and construction

employment declined, while services employment was flat.

The unemployment rate decreased by two-tenths of a

percentage point to 5.6 percent after rising by the same

amount in December.
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Looking in more detail at the data from our survey of

employers for January, job losses continued in manufacturing

(-89,000), although at the slowest pace since September.

The largest decline occurred in transportation equipment

(-28,000), as motor vehicle plants had temporary shutdowns

and aircraft factories continued to lose jobs. Sizable

employment declines also occurred in primary metals,

fabricated metals, industrial machinery, and electronic

equipment. On the other hand, job losses in manufacturing

were not as widespread as they had been in the fourth

quarter.

Construction employment held up unusually well last

year. Unlike past recessions, when construction tended to

be quite hard hit, the industry lost very few jobs during

the last 8 months of 2001. In January, however, employment

in the industry declined by 54,000, on a seasonally adjusted

basis, despite unusually mild weather. The special trades

and heavy construction components had the largest losses.

An industry closely tied to construction--the landscaping

component of agricultural services--also lost jobs.

Wholesale trade employment continued its declining

trend. The industry has lost 145,000 jobs since November

2000.
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Helping to offset these declines, retail trade

employment rose by 62,000 after seasonal adjustment, as weak

hiring for the 2001 holiday season resulted in fewer layoffs

than usual in January. Putting this increase in

perspective, employment fell by 241,000 on a seasonally

adjusted basis in the last 5 months of 2001. The largest

increases in January were in department stores, apparel

stores, and miscellaneous retail establishments (especially

toy stores), where holiday hiring, and therefore post-

holiday layoffs, are heavily concentrated.

Employment in finance, insurance, and real estate edged

up by 9,000, as relatively low interest rates continued to

spur growth in banks and mortgage brokerages.

Employment in the services industry overall was little

changed as several component industries had offsetting

movements. Business services employment fell by 24,000,

reflecting a sizable decline in computer and data processing

services. Employment in help supply services was little

changed over the month, although the industry has been on a

downward trend since September 2000. Job losses continued

in the hotel industry, bringing the total decline to 124,000

since the start of the recession. However, employment in

health services continued its strong growth trend, and

social services also had a job increase.
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Transportation and public utilities employment also was

unchanged in January. Air transportation grew by 8,000 jobs

after seasonal adjustment, as a very light holiday buildup

in the air freight component resulted in fewer layoffs than

usual. Employment related to airline passenger service

continued to decline. The communications industry had job

losses for the third consecutive month.

Both the total private sector workweek and the factory

workweek edged down by a tenth of an hour to 34.0 and 40.5

hours, respectively. Factory overtime edged up by a tenth

of an hour to 3.9 hours.

Average hourly earnings of production or nonsupervisory

workers in the private sector were unchanged at $14.59 in

January. This followed a gain of 5 cents in December (as

revised). Hourly earnings increased by 4.0 percent from

January 2001.

Turning to some of the measures obtained from the

survey of households, the number of unemployed persons fell

and the unemployment rate returned to its November level of

5.6 percent, from 5.8 percent in December. The jobless rate

for adult women declined in January after rising in

December, while the rates for adult men, teenagers, whites,

blacks, and Hispanics were essentially unchanged. Looking

at other measures of labor underutilization, the number of
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part-time workers who would have preferred full-time work

fell by 294,000 to 4.0 million. The number of persons

outside the labor force who said they want a job rose by

163,000 to 4.8 million.

There was a decline of nearly a million in the labor

force, reflecting drops in both employment and unemployment.

However, I would caution against reading too much into a

single month's estimate for any data series, particularly in

a month such as January when there are large seasonal

movements that can be difficult to adjust for precisely.

To summarize, the jobless rate in January reversed its

December increase, dropping back to 5.6 percent. The number

of workers on nonfarm payrolls declined in January, but at a

slower pace than in recent months. A seasonally adjusted

employment increase in retail trade partially offset losses

in manufacturing and construction, while most other

industries were little changed.

My colleagues and I now would be glad to answer your

questions.
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THE EMPLOYMENTSITUATION: JANUARY 2002

Employment continued to decline in Januaty. and the unemployment rate decreased to 5.6 percent the
Bureau of Labor Statistics of the U.S. Department of Labor reported today. Nonfarm payroll employment
declined by 89.000 overthe month, asjob losses continued in manufacturing and construction employment
alsofell.
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The number of unemployed persons declined in January by 337,000, to 7.9 million (after seasonal
adjustment). The unemployment rate decreased by 0.2 percentage point to 5.6 percent, reversing an
increase of the same size in December. The rate was 1.7 percentage points above its most recent low of
3.9 percent reached in October 2000. (See table A-1.)

In January, the unemployment rate for adult women decreased by OA percentage point to 4.8 percent
after rising by 0.3 percentage point in December. Jobless fates for adult men (5.2 percent), teenagers
(16.1 percent), whites (5.0 percent), blacks (9.8 percent), and Hispanics (8.1 percent) showed little orno
change. (See tables A-I and A-2.)

Total Employment and the Labor Force (Household Survey Data)

Total employment fell by 587,000 in January to 133.5 million, after seasonal adjusament. The employ-
ment-population ratio dropped by 0.4 percentage point to 62.6 percent Over the past 12 months, the
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Table A. MJor iodilon- of labor market actiity, seatOaally adJusted
(Numbers n dosands)
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number of employed persons has declined by 2.4 million and the employment-population ratio has fallen by
1.8 percentage points. (See table A- I.)

Over the month, the number of persons working pars time despite their preference for full-time work
decreased by 294,000 to4.0 million, after seasonal adjustment. Overthe year. however, the numberof
these persons working pan time for economic reasons has risen by 685,000. (See table A-4.)

The civilian labor force fell by 924,000 in January, to 141.4 million persons. The labor force
participation rate-the proportion of the population that is either working or looking for work-fell to
66.4 percent. (See table A-I.)

About 7.0 million persons (not seasonally adjusted) held more than onejob in January. These multiple
jobholders represented 5.3 percent of the total employed, the same as a year earlier. (See table A-10.)

Persons Not in the Labor Force (Household Survey Data)

In January, the number of persons not in the labor force who reported that they currently want ajob rose
by 163,000 to 4.8 million, seasonally adjusted. These individuals are 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- 1.)

About 1.5 million persons (not seasonally adjusted) were marginally attached to the labor force in
January, up from 1.3 million persons a year ago. These individuals reported they wanted and were available
for work and had looked for ajob sometime in the prior 12 months. They were not counted as unem-
ployed, however, because they had not actively searched for work in the 4 weeks preceding the survey.
The number of discouraged workers was 319,000 in January, essentially unchanged from a year earlier.
Discouraged workers, a subset of the marginally attached, were not currently looking for work specifically
because they believed no jobs were available for them. (SeetableA-10.)

Industrv Payrol Employment (Establishment Survey Data)

Total nonfarm payroll employment fell by 89,000 in January to 131.2 million, seasonally adjusted. Since
the recession began in March 2001, payroll employment has declined by 1.4 million. In January, job losses
continued in manufacturing, and construction experienced its first large employment decline since last April.
Services employment was about unchanged over the month. (See table B-I.)

Manufacturing employment fell by 89,000 in January, compared with average losses of 137,000 a month
in the fourth quarter of 2001. Within manufacturing, motor vehicle employment decreased by 22,000,
reflecting temporary shutdowns for inventory control. Large employment declines continued in industrial
machinery (-19,000). Primary metals andelectrical equipmenteach lost 11,000jobs in January. and
employment in fabricated metals fell by 10,000. In nondurable goods manufacturing, declines continued in
printing and publishing (-8,000) and textile mill products (4,000).

Elsewhere in the goods-producing sector in January, construction employment fell by 54,000, despite
relatively mild weather across most of the country. The decline was spread throughout special trades
(-33,000), heavyconstruction (-16,000), and general buildingcontractors (-5,000). Mining lost jobsforthe
third consecutive month in January. This industry's employment had been on a growth trend since September
1999, reflecting expansion in oil and gas extraction. January's employment decline was primarily in metal
mining (-2,000).
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Employment in the services industry was about unchanged in January, following a net decline of 192.000
in the fourth quarterof 2001. Heipsupply servicesemployment was esentially unchanged in January:
empioyment has fallen by 661,000 since its recent peak in September 2000. Computer services lost 18,000
jobs in laniary and has dropped by 34,000 since June 200. HoteIs lost 7,000 jobs in january; since
peaking in March 2001. employment in this industry has declined by 124,000 In contrast, employment gains
continued in health services in January, and social services had an above-average increase of 1 5,000.

Elsewhere in the service-producing sector, employment was unchanged over the month in transportation
and public utilities, following seven consecutive monthly declines that totaled 211,000. In January, employ-
ment in air transportation rose after seasonal adjustment because extremely light holiday-season hiring by air
courter services resulted in fewer layoffs than usual. Communications continued to losejobs: since its peak
last July, employment has declined by 26,000.

In finance, both depository institutions and mortgage brokerages continued to add workers, aided by low
interest rates Employment in security and commodity brokerages was little changed in January, following a
large decline in December.

Wholesale trade employment continued its downward trend in January. The industry has lost 145,000
jobs since its peak in November2000. Employment in govemment was essentially unchanged in January.

Following losses that totaled 241,000 in the last 5 months of 2001. retail trade posteda seasonally
adjusted gain of 62,000 jobs in January. Seasonal hiring for the holidays in department, apparel, and
miscellaneous retail stores (such as toy stores) had been very light. As a result, there were fewer seasonal
layoffs than usual in January, resulting in large employment gains after seasonal adjustment An employintt
decline of 22,000 in eating and drinking places more than offset the small gains of the prior 2 months and
brought total job losses in the industry since July to 129,000. In January, car dealers added 4,000 jobs,
following similar increases in November and December.

Weekly Hours (Establishment Survey Data

The average workweek for production or nonsupervisory workers on private nonfarm payrolls edged
down by 0. hour in January to 34.0 hours, seasonally adjusted. Following an increase of 03 hour in
December, the manufacturing workweek edged down by 0.1 hour to 40.5 hours in January. Manufacturing
overtime was up by 0.1 hour to 3.9 hours. (See table B-2.)

T'he index of aggregate weckly hours of production or nonsupervisory workers on private nonfarm
payrolls decreased by 0.4 percent in January to 148.1 (1982=100), seasonally adjusted. The index has
fallen by 2.7 percent from its recent peak in January 2001. The manufacturing index fell by 0.9 percent to
92.6 in January 2002 and has fallen by 9.7 percent since January 2001. (See table B-5.)

Horiy and WeekvEarnings (Establishment SurveX Data)

Average hourly earnings of production or nonsupervisory workers on private nonfarm payrolls were
unchanged in January at $14.59, seasonally adjusted. This followed a gain of 5 cents (as revised) in
December. Average weekly eamings fell by 0.3 percentin January to $496.06. Over the year, average
hourly eamniigs increased by 4.0 percent and average weekly eamings grew by 2.8 percent.
(See table B-3.)

The Employment Situation for February 2002 is scheduled to be released on Friday. March 8. at
8:30A.M. (ESI).
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Explanatory Note

This news release presents sratishcs from two major surveys. the

Current Populadion Survey (household survey) and the Currem

Employment Statistics survey (esutablishmetm suey). The household
survey provides the inlormation on the labor force. employmenlt rod

unemploymeno that appear in the A tables, marked HOUSEHOLD

DATA It is a sample survey of about 60.000 households conducted

by the U. S. Census Bureau for the Bureau of Labor Statistics (BLS).
The establishment suevey provides the information on the

employment, hours, and earnings of workern on ounfam, payrolls that
appears in the B tables, marked ESTABLISHMENT DATA. This

information is collected fmm payrll recoeds by BLS in cooperanion

with Sae agencies. I June 2C01. the sample included about 350,J00
establishments employing about 39 million people

For both surveys the data for a ginen moth late toa particular
week or pay period. In the household survey. the reference week is

generally the colendar week that contaits the 12th day of the month.

In the establishment survey, the reference pettod is the pay period
including the 12th, which may or may not correspond diretly to the

calendar week-

Coverage, definitions, and differences

between surveys
Homsehold satry. The sample is selected to neflect the enane

citilian nuninstrutional popudation. Based on esponses to a series of
questions on work and job serch actities, each person 16 years and
over in a sample household is classified s employed, unemployed, or

not in the labo. force.
People ae classified s-eployo if they did amy work at all as paid

employees during the reference week: worked in their own business,

profession, or on their own famn. or worked without pay at least 15
boon in a family business or farm. People are also counted as

employed if they were tempoeatily absent from their jobs because of

illness bad wether, cation, labo-mamagementidispates. orpesonal

People ace classified as aietployed if they meet all of the fol-

lowing crteria: They had no employment during the neference week:
they were available for work a that time: andtshey made specificefforts
to find employment sometime during the 4-week pettod ending with
the refernncetweek Persons laid off from a job and expecting recall

need not be looking for work to be coutnted as unemployed. The
unemployment data derived from tOm household survey in no way

depend upon the eligibility for or receipt of unemployment insurance

benefits
The vilkia loo-farre is the sum of employed and unemployed

persons. Those not classified as employed or unemployed are not ai

the lihborfrc. The anemploymcoa nore is the number unemployed as
* perema of the labor force. The lIhorforre porkparian rote is the
labor foume as a percent of the populaion. and the -iploymean-

pepalnrios ratio is the employed s a percent of the populauon.

Establishment so-eyy The sample establishments me drawn

from pnvae nonfarm businesses such as factories, offices, and stores,

as well as Federal. Stare, and local govemnncm entiues. Employces on

nafarm payrolls me those who neceived pay for any pars of the

reference pay period. including persons on paid leave Persons me

counted in each job they hold. H- ura d -oinsg. data ae for prieme

businesses and relate only to production workers in the goods-

producing sector and norsoperisory worken in the service-pwoducing

seemor

Differences in employment estimates. The rumerous conceptual
and methodological differences between the household and

csublishmentsurveysresuhtin impotnmtdistinctionsintheemploynm t
estimates derived from the surveys. Among these ar:

*Thehousehld nvey includesaicultural workeri.theselfempoyed.

unpaidfa ilywmokem.adpivaswhousetmldwmrksmsanougtdeemployed.
Them grasps ace eacladed from the estobtobment survey

* The household sarvey includes people on unpaid Ieave among tbe

employed The establishment survey does not.
* Tbe bhoselud urvey is limited t workers 16 yetacofage ndolder.

The estabblbme-t aurvey is on limited by age

* The housebuld ermey bas no doplication of individuals. beuse
tedividuals mrecounted only oare aean if they hold more thu ooe job In

the establishment survey, employees working at mone thao one job and
thas appearing on moae than one payroll would be counted separately for

sash ppsr ce.

Other differences between the two surveys are described in

Comparing Employment Estimates from Household and Payroll

Surveys," which may be obtained from BLS upon request.

Seasonal adjustment
Over the course of a year, the sice of the nation's labor fore and

the IeveLs of employment and unemployment undergo sherp

fluctuations due to such asonal events as changes in weather,

reduced or expanded praduction, harvests, major holidays. and the

opening and closing of schools. The effect of such seasonal vaition
can be very large: sasonal fluctuations may account form much as

95 percent of the month-to-month changes in unemploymnent.

Because these wasonal evenu follow a more or lms regular

paesmerecbhyeaitrintflouenceonstasscal trends cabeediminated
by adjusting tue statistics from month to month. Them adjustranmt

make noaseasonat developneta. such as declines in economic

activity or increases in the participation of women in the labor foree.
easier to spot For exromple, the large number of youth eterming the
labor foar each June is likely to obscure ay otiler changes that bave

taken place relative to May, making it difficult to determine if the

level of economic actity has ri=n or declined. However, because
the effect of studenuts finishing school in precious years is kboo. the
statisties for the cumt year cas be adjusted to allow for a comparable

change. ImSOfa as the casonml udjusanent is made coirecmly. the
adjusted figure prowdes a more usefud ool with which to analyze

changes in economic activty.
In both the household and establishment surveys. most seasonally

adjusted series are independenfly adjusted. However. the adjusted

series for many major esumates, sash as total payroll employment,

employment in most majon industry dinimees. total employment. and
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uanreploysatat an, -niped by aggregating independenty adjusted
mxponent series. For euweple. tisal ompluyeit is denved by

soururing te adjusted st.es for four major a2e-seu (uurrenei: this
diffe fronm lie uinetployryeot estiona dial -osId be oloines by
direetly adijusting the tow or by combtintng lte dortion. resasts 'x
mint detailed age categories

The nutriclf Innon used to mA the seasonal adjustmenus arre
iaullaed twike a you. For e htousehold sirevey. the facton air

calculated for itet asiiary-lsse penod and agsn for rie July- Dere
pisod For the estibliistet survey,. updated futrro for seasonal
adjuatamenr are calculated for the May-October perod nd insroduced
along with new berusharAs and again for the Ne-ber-Aphrli period.
Is both surreys noeision, to hisuirial data re sme orce a yewr.

Rf*lbrmlty of t.e estimales
Stistrics hised ron the housxtehd and establishet surveys at

ulitejd to both sa.uping and suargdisger When a sample rathr
dhan ft cue popilatc is soreyrd. dere atuias a. e that (he sampe
erunnates imay differ from sr'se -ae population sulta they reres
The exac diffetma. or Iulg errs, cries dependiug on (he
parocofar sample selected. and this vainbility is masred by the
sraderd error of rhe estimte. There us nha a 90-pawn_ rca or.o

eirl of scnfidence. that an estimate bed on a sample will differ by
no tone (ion 1i6 sdid erirs form the true population -lue
boise of sampiinlg eor BLS analyses ar gerinitily enduicted at

Urt D-epercent leve of conifadcee
Ftreuaope.theateaidence isrtoal for dat modHry irige in total

employmer from the hot ehoild sacy is on the onidr of plius as min
292D00. Suppose the estimate of total etmploymeut incrtases by
l0.Xtl from one menIth to Eth esL Tbe 90-piroro conffidewo
intrd on the mothdyctatew drog from -192.0 to 392.S
( 10.OWDrD i- 292.ODl. Thes figures do not mean dth tie sample
taeslts are off by ihnse ongnitadls. bat rather tharthere is abott a 90,

pessent d e tha the rinueC or-4he-eo-e-h chbange lies withir this
aval. Sion dut rainge ioCludes values of less thon e -e could
oin say wisth confidetce that eoploymesot haL is fict. insreaet if.

heere the egnedeploymest rise ws half a million. tetn all of
rhe nitues widtin hea 9&soe ronftdet itta warM he raer
dahm zoo In this case. t is likely (at least a 9O-peres ct ulte) duta
at edploymuent rise had. in famct ocurred. The 9O-ett confidence

ironed for ath montidy chaige js isemployeunt ir h -M ,O, amd
for the moithly chatnge tn the tusemploymenet rote t is h - .19

permetoge pount
hsgeneriti estimates mrvolwng many odicdiisormialihus
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