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Unemployment Rate
Everything has been going very well on California’s unemployment front.  The 5.2 percent unemployment rate in 
May 2016 was the lowest the state’s rate has been in nine years (since May 2007),and, after five years of steady 
nearly continuous decreases, stood just 0.3 percentage point above the  pre-recession low (4.9 percent in most 
of 2006). 
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Civilian Unemployment
In May 2016, the number of unemployed Californians fell below one million for the first time since August 2007.  
California civilian unemployment fell by 1,236,000 persons from the recessionary peak of over 2.2 million in 
October 2010 through May 2016 to close within 136,000 persons of its pre-recession low in September 2006. 
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And then came June 2016, when:

• California’s labor force grew by a comparatively large 24,000 persons, but the labor 
market apparently could not absorb this influx of persons because: 

o The number of employed Californians fell by 3,000 persons.

o The number of unemployed Californians rose by 27,000 persons.

o The unemployment rate rose 0.2 percentage point to 5.4 percent.   

 All of which was a dramatic departure from prevailing trend. In fact, the June data 

have an anomalous feel to them and should be interpreted cautiously.  An 

unusual month of data is insufficient to signal a fundamental change in prevailing 

trend. California’s labor market remains strong.
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Month-Over Changes in California Civilian Employment Over the last Six Years.

 The 3,000-person civilian employment loss in June 2016 snapped a streak of 67 consecutive employment 
gains in California. 
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Month-Over Changes in California Civilian Unemployment Over the last Seven Years.

 The 27,000-person civilian unemployment increase in June 2016 ended a streak of  67 consecutive months  
without an increase in unemployment.  Not only was it California’s first unemployment increase since October 
2010, it was its largest since June 2009. 
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Month-Over Changes in the California Unemployment Rate Over the last Seven Years.

 Similarly, the 0.2 percentage point increase in California’s unemployment rate was the first increase since 
September 2010 and the largest since September 2009. 
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At its recessionary peak in October 2010, California had the second highest unemployment rate in the nation…
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As of June 2016, California tied South Carolina with the nation’s 16th highest rate.
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California Unemployment Rate Since 1976
The June 2016 increase notwithstanding, California’s unemployment rate has fallen so much over the course of 
the current expansion that it is at or nearing the level economists associate with “full employment”. How much 
lower can it fall?
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California Civilian Unemployment Since 1976
Troughs (low points) in civilian unemployment tend to rise with each business cycle because of population 
growth.  In June 2016, there were just 163,000 more unemployed Californians than there were in September 
2006, which was the pre-recession low.  California’s working age population grew by 3.8 million persons in the 
interim.  How much lower can civilian unemployment fall?
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All is not rosy as the number of Californians who work part-time for economic reasons, or who work 
part-time involuntarily) remains elevated…
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…primarily because many workers can’t find the number of hours they would like to work.
What might be changing in the labor force?   Rise of contingent work a la Uber, “just in time” hiring practices,  labor 
cost savings in a competitive economy, still some slack in segments of the labor market, worker preferences , etc.
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California Total Nonfarm Payrolls, June 2016
California added 2,273,600 total nonfarm jobs from the recessionary low in February 2010 through June 2016. 
California total nonfarm payrolls in June 2016 were 956,900 jobs (6.2 percent) above the pre-recession peak in 
July 2007. 

(By convention, a state’s business cycle is dated by peaks and troughs in total nonfarm employment.)
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California’s year-over nonfarm job gains totaled 461,100 (2.9 percent) in June 2016. This was the state’s 35th

consecutive month of year-over job gains of more than 400,000 jobs or 2.7 percent. 
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California’s 2.9 percent year-over job gain in June 2016 tied Arizona, Georgia, and Washington for the fifth fastest 
rate of job growth among states…
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…and continues to consistently outpace the nation’s…
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…but will likely slow considerably if the state fails to equal the record 115,800-job gain it experienced in 
July 2015. Job growth in California , while still healthy, may be starting to moderate.

(If one excludes July 2015 job gain from recent job growth trends:  California gained 345,300 jobs (2.1 percent) 
during the months of August 2015 through June 2016. This translates to an annualized year-over gain of 
376,700 jobs (2.3 percent). While solid job growth, this is below the 2.8 percent pace of job growth the state 
sustained from December 2011 through June 2015.)
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Average Weekly Pay In California Industry Sectors and Subsectors, Third Quarter 2015
(Source:Quarterly Census of Employment and Wages)
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Industry Sector Job Growth, June 2016
Nine of California’s 11 major industry sectors have gained jobs over the last year, led by educational and health 
services, professional and business services, leisure and hospitality, and construction.  Government payrolls are 
also growing again.
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Industry Sector Job Growth During the Current Expansion (February 2010 -June 2016)
The professional and business, educational and health, leisure and hospitality, and construction 
sectors have driven California’s job growth during the current expansion.
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If the numbers are so good, why is there so much economic angst?
Economic Restructuring: Industry Sector Job Growth in June 2016 Compared to the Pre-
Recession Peak in July 2007
Industry sectors that have substantially more jobs today than in July 2007 are economic drivers.  Those that have 
only just recovered or have yet to recover the jobs they lost during the Great Recession after 6+ years of 
sustained expansion have likely experienced some fundamental restructuring. 
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Industry Sector Job Growth in June 2016 and July 2007 Pre-Recession Peak Compared
Construction, manufacturing, financial activities, and mining and logging payrolls were lower in 
May 2016 than they were prior to the recession.  Slower growth than the overall economy 
suggests that government and trade, transportation, and utilities have also experienced some 
restructuring.  In June 2007, retail trade payrolls were 2,400 jobs(0.1 percent) below July 2007.
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Note on Construction:  
Restructuring in California construction reflects past home building at unsustainable rate.  More recently there has 
been an upsurge in the construction of multi-unit homes, which is less labor–intensive than single home building.
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Note on Manufacturing:  
While manufacturing employment remains well below pre-recession levels, the value of California’s 
manufacturing production--adjusted for inflation--has returned to pre-recession levels.  Increased value of output 
with fewer workers, or productivity gains, imply that there has been substitution of capital for labor (i.e., 
automation/robots taking on the work of and even replacing workers). .
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California Economic Markets:  Unemployment Rates
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California Economic Markets:  Year-Over Job Growth Trends
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Economic Markets:  Job Growth During the Current Expansion (June 2010 –June 2016)
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California Economic Markets:  Job Changes Since the Start of the Recession 
(June 2007 -June  2016)
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San Francisco Bay Economic Market:  Change in Industry Sector Jobs Since the Start of 
the Recession (June 2007 -June 2016)
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Southern California Economic Market:  Change in Industry Sector Jobs Since the Start of 
the Recession (June 2007 -June 2016)
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Southern Border Economic Market:  Change in Industry Sector Jobs Since the Start of 
the Recession (June 2007 -June 2016)
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San Joaquin Valley Economic Market:  Change in Industry Sector Jobs Since the Start of 
the Recession (June 2007 -June 2016)
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Sacramento Economic Market:  Change in Industry Sector Jobs Since the Start of the 
Recession (June 2007 -June 2016)
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Coastal Economic Market:  Change in Industry Sector Jobs Since the Start of the 
Recession (June 2007 -June 2016)
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Northern California Economic Market:  Change in Industry Sector Jobs Since the Start of 
the Recession (June 2007 -June 2016)
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Eastern Sierra Economic Market:  Change in Industry Sector Jobs Since the Start of the 
Recession (June 2007 -June 2016)
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	Economic Update: Restructuring Within the Economy�LMID  Advisory   Group�August  4,  2016�
	Unemployment Rate�Everything has been going very well on California’s unemployment front.  The 5.2 percent unemployment rate in May 2016 was the lowest the state’s rate has been in nine years (since May 2007),and, after five years of steady nearly continuous decreases, stood just 0.3 percentage point above the  pre-recession low (4.9 percent in most of 2006). 
	Civilian Unemployment�In May 2016, the number of unemployed Californians fell below one million for the first time since August 2007.  California civilian unemployment fell by 1,236,000 persons from the recessionary peak of over 2.2 million in October 2010 through May 2016 to close within 136,000 persons of its pre-recession low in September 2006. 
	And then came June 2016, when:
	Month-Over Changes in California Civilian Employment Over the last Six Years.��  The 3,000-person civilian employment loss in June 2016 snapped a streak of 67 consecutive employment gains in California. 
	Month-Over Changes in California Civilian Unemployment Over the last Seven Years.��  The 27,000-person civilian unemployment increase in June 2016 ended a streak of  67 consecutive months  without an increase in unemployment.  Not only was it California’s first unemployment increase since October 2010, it was its largest since June 2009. 
	Month-Over Changes in the California Unemployment Rate Over the last Seven Years.��  Similarly, the 0.2 percentage point increase in California’s unemployment rate was the first increase since September 2010 and the largest since September 2009. 
	At its recessionary peak in October 2010, California had the second highest unemployment rate in the nation…
	As of June 2016, California tied South Carolina with the nation’s 16th highest rate.
	California Unemployment Rate Since 1976�The June 2016 increase notwithstanding, California’s unemployment rate has fallen so much over the course of the current expansion that it is at or nearing the level economists associate with “full employment”. How much lower can it fall?
	California Civilian Unemployment Since 1976�Troughs (low points) in civilian unemployment tend to rise with each business cycle because of population growth.  In June 2016, there were just 163,000 more unemployed Californians than there were in September 2006, which was the pre-recession low.  California’s working age population grew by 3.8 million persons in the interim.  How much lower can civilian unemployment fall?
	All is not rosy as the number of Californians who work part-time for economic reasons, or who work part-time involuntarily) remains elevated…
	…primarily because many workers can’t find the number of hours they would like to work.�What might be changing in the labor force?   Rise of contingent work a la Uber, “just in time” hiring practices,  labor cost savings in a competitive economy, still some slack in segments of the labor market, worker preferences , etc.
	California Total Nonfarm Payrolls, June 2016�California added 2,273,600 total nonfarm jobs from the recessionary low in February 2010 through June 2016. California total nonfarm payrolls in June 2016 were 956,900 jobs (6.2 percent) above the pre-recession peak in July 2007. ��(By convention, a state’s business cycle is dated by peaks and troughs in total nonfarm employment.)
	California’s year-over nonfarm job gains totaled 461,100 (2.9 percent) in June 2016. This was the state’s 35th consecutive month of year-over job gains of more than 400,000 jobs or 2.7 percent. 
	California’s 2.9 percent year-over job gain in June 2016 tied Arizona, Georgia, and Washington for the fifth fastest rate of job growth among states…
	…and continues to consistently outpace the nation’s…
	…but will likely slow considerably if the state fails to equal the record 115,800-job gain it experienced in July 2015. Job growth in California , while still healthy, may be starting to moderate.��(If one excludes July 2015 job gain from recent job growth trends:  California gained 345,300 jobs (2.1 percent) during the months of August 2015 through June 2016. This translates to an annualized year-over gain of 376,700 jobs (2.3 percent). While solid job growth, this is below the 2.8 percent pace of job growth the state sustained from December 2011 through June 2015.)
	Average Weekly Pay In California Industry Sectors and Subsectors, Third Quarter 2015�(Source: Quarterly Census of Employment and Wages)
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