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Good Morning,The title of the talk is….We have seen a rapid, dramatic deterioration in the labor market over the past year. It was a little over a year ago when the economy began contracting at a very rapid rate and what initially began as a moderate recession turned into a very serious one.The recession has ended, however, sometime in late summer likely and we are in the early stages of the recovery. Still though, labor market remains quite weak and the question remains what can we expect next year. There are concerns that the recovery will not be strong enough for various reasons to provide for significant job growth to get people back to work..What I am going to discuss this morning are some of the recent trends in the labor market as well as take a look ahead toward what we can expect to see over the longer-term once the economy recovers.
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MISC:BLS projections: labor force growth of 0.8 (less than 1.1% in past decade)Real GDP: 2.4 (2.5 previously)Total Employment Growth: 15 million (10%) – relatively slow.	-- growth is higher than what would be expected as a result of the recession.Replacement needs: 34.3 job openings– should retirement trends that would alter replacement.	-- 11.7 million for jobs bachelors or higher	-- 26.7 million (about half of total openings) will be short-term and moderate-term on the job training categories.Demographics:As 55-and older age group accounts for a larger portion of the population	-- demand for medical care & increase rapidly	-- strong growth in healthcare & related occupationsCompetition – business environment becomes increasing competitive & organizations strive to be more efficient & reduce costs	-- increase demand for information technology, computer and mathematical science occupationsJob openings – measure of the total number of workers who will be needed to meet demand for a particular occupation.	-- Except in occupations that employ large number of young workers, many of the job openings due to replacement needs are expected to arise in occupations that will lose workers to retirement.



Outline
• Recent trends: impact of the recession on the labor market

• Longer-term trends: where are we likely to see job growth 
over the next decade

• What education and skill levels will those jobs require?

• Importance of human capital

• What to expect for the labor market next year as the 
economy recovers
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MD               
Oct2009  = -2.0% 

Baltimore MSA    
Oct2009  = -2.2% 

Baltimore City   
Oct2009  = -2.1% 

US               
Nov2009  = -3.5% 

Maryland Payroll Employment
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You see in blue, the overall US – latest job report for November was very positive & you see that the decline in jobs has moderated in recent months.2) MSA, MD, US track very closely.MSA & MD doing much better than the nation.-- more of the jobs in our area are in those sectors of the economy that have not been hit as hard--that is, professional & business service -- as well as federal dollars in the economy has also led to our relatively-better performanceClearly, Baltimore has been going through adjustment process over the last 10 years.--Interestingly enough, payroll employment losses greater in 2001 recession in % terms-- Outside of Education & Health really have not seen consistent growth over the last 10 years-- some increase in professional & business services-- Large losses in manufacturing, retail and info/finance during 2001 recession -- Same losses this time but magnitudes not as large.-- Since consistent losses across many sectors (manuf WTTU retail info/finance)



Maryland Industry Sector Trends

Source: Bureau of Labor Statistics/Haver Analytics

Percentage Change – October 2008 to October 2009

-2.0

-16.8

-2.9

-4.4

-2.0

-7.4

0.4

2.3

0.9

-3.1

1.1

-20.0 -16.0 -12.0 -8.0 -4.0 0.0 4.0

Maryland - Total

Construction and Natural Resources

Manufacturing

Trade, Transportation, and Utilities

Information

Financial Activities

Professional and Business Services

Education and Health Services

Leisure and Hospitality

Other Services

Government

Presenter
Presentation Notes
Looking at the industry trends for the state – and you get a similar picture when you look at the Baltimore MSA and to a certain extent the nation as well.Much of the job losses in the economy have been due to those sectors with the highest exposure to the housing market-- construction-- financial activities – [ credit intermediation ]-- TTU  -- which includes retail & wholesale trade [ as well as distribution through transportation ]-- manufacturingThose area still showing stregnth:Education & healthGovtProf & business services-- since MD has more exposure to these sectors than most other states decline over past year has not been as severe.These changes are over the past year – which we tend to look at for the state levels since the month/month numbers can be noisy.The m/m numbers have not been as positive as the national #s.October up – but sizable declines in August and Sept.



Source: Bureau of Labor Statistics/Haver Analytics

3  

4  

5  

6  

7  

8  

9  

10  

11  

12  

            1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Unemployment Rate
percent

MD              
Oct2009  = 7.3% 

Baltimore MSA   
Oct2009  = 7.7% 

Baltimore City   
Oct2009  = 10.8% 

US               
Nov2009  = 10.0% 

Maryland Unemployment Rates

6

Presenter
Presentation Notes
In addition to looking at payroll employment – we look at the unemployment rate to gauge health of the labor market.Explain.Points of note:We have seen the unemployment rate seemingly peak & move sideways in recent months.For the state, for example, UR hit 7.2 in May and has essentially remained at that rate over the past 6 months.The same is true for Baltimore-Towson. Current 7.7% is currently below peak of 7.9 back in June.



 
 
  

  

  

  

  

Unemployment Rate by County

Source: Bureau of Labor Statistics/Haver Analytics
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And to highlight the variations across the state in terms of the impact of the recession on the labor marketMost areas within the state are near or below the national average: with the exception of Baltimore City andDorchester County – with Worcester equaling the national average.Overall it is clear that the eastern shore, here in the city ,and out in the western areas of the state we are seeing the largest impact from the recession with unemployment rates higher than the state average.Those areas along the i-270 & I-95 corridors are faring much better – and this reflects the industry mix across different areas of the state. Allegany County 7.9 		Harford County 7.2 Anne Arundel County 6.7 		Howard County 5.5 Baltimore County 7.8 		Kent County 7.7 Baltimore City 10.8 		Montgomery County 5.4 Calvert County 6.0 		Prince Georges County 7.4 Caroline County 9.1 		Queen Annes County 6.7 Carroll County 6.5 		St. Marys County 5.9Cecil County 8.8 		Somerset County 9.6 Charles County 6.1 		Talbot County 7.0 Dorchester County 11.2 		Washington County 9.6 Frederick County 6.2 		Wicomico County 8.3 Garrett County 7.0 		Worcester County 10.0 



U.S. Employment Status by Level of Education

Source: Bureau of Labor Statistics/Haver Analytics
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Now not only has the downturn in the unemployment rate varied geographically across the state, across the nation, it has also affected workers disproportionately.Here we have a breakdown of the US employment by education status – I didn’t have state figures but I am sure you would find a similar pattern across the state.Although this pattern is not surprising, the degree to which educational achievement impacts segments of the population is perhaps. We know that as workers become more skilled or obtain more education, they acquire more human capital which makes them more attractive/sought after in the labor market.  During downturns, firms are likely to hold onto their most productive/skilled workers over less productive workers.�At the same, time those industries that were most affected in this recession were those which employ workers with less education – retail trade, construction, and some of the manufacturing. You can see there is a big difference in obtaining that high school degree.You would also see another notable difference if I had been able to separate out some college versus an associate degree with those workers with associate degrees having a significantly lower UR.
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Now, I wanted to switch gears and turn to some of the long-term trends in the labor market.  The BLS and MD’s department of labor, licensing, and regulation put out 10 year projections  using occupational data which are very useful when thinking about future job growth & the workers that will be needed to fill those jobs.Before we get into some of those projections, however, I wanted to take a look at the composition of jobs in Maryland as they currently stand.So here we have the breakdown of jobs by major occupational group.Business & financial includes occupations such as accountants, claims adjusters, insurance appraisers, human resources related, training & development specialists, budget analysts, financial analysts….Professional and related includes – computer programmers, computer engineers & support specialists, architects & engineers, sciences, social services, legal services, education & training, arts & design, healthcareService includes protective services, food preparation & related work, personal careSales & related: cashiers, clerks, salespeople, travel agents, real estate brokers, real estate agents, telemarketersOffice and admin support: bill and account collectors, payroll clerks, tellers, customer service reps, hotel desk clerks, hr assistants, receptionists, post office clerks, secretariesConstruction & extraction: what you would expect (specialty contractors – laborers, brickmasons, stonemasons, floor layers, tapers, electricians, pipelayers, plumbers, roofers, etc….Installation, maintenance & repair:  computer & office machine, electric motor repairers, industrial equipment repair, autos, home appliance, electrical installers – transportation, commercial & homeProduction – airlie, electrical & electronic equipment assemblers, team assemblers, food production, machinists, welders, cutters, laundry & dry-cleaning, packaging operators,Laborers & freight, packers, truck operators, Note differences – Some Mgmt but mostly professional & related & production – again reinforces the idea that in the state-economy tilted less towards goods-producing industries and more toward higher-skilled service industries.



Growth in Job Openings 2008-18

Source: Bureau of Labor Statistics
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Last week, the BLS updated its projections for employment for 2008 to 2018 period for the US– I think that many of those industry trends will be true for Maryland as well – they appear to be very similar to some of the projections made by MD dept of labor licensing and regulation.The two major occupational groups that were the largest in 2008: (1) professional & related and (2) service are projected by the BLS to add to most new jobs to the US economy between 2008 and 2010.  Again, not surprising to see projected growth in this area as we have seen over time & during this recession that healthcare & education continue to increase.  It also includes those service jobs that require higher degrees or specialized skills.  Roughly 50% of the projected new jobs in professional and related are expected to come from healthcare, education & computer-related occupations.As for the service component – about half of those jobs will come from healthcare support and personal care – that is, from the increased demand for basic medical services to older persons & home care for the elderly and disabled.Two groups are projected to lose jobs – farming, fishing, and forestry and production due to (a) increasing worker productivity and (b) ongoing shift to a service-providing economy. ** NOTE – production should show a modest decline!Those are the areas in blue.  15 million new jobs over the period.The areas in pink are job openings.   You can see that far more openings will be created through replacement needs than by new jobs.   Replacement needs are due to a variety of factors including retirement, taking a new job, leaving the workforce to go back to school or raise a family.BLS calculates replacement workers by looking at past trends of workers who have the occupation and at the current demographic breakdown of the occupation.So clearly, when thinking about the workforce and the future of the labor market it is important to consider both growth in sectors as well as the rotation of workers through those sectors.



Job Openings by Occupation 2008-18

Source: Bureau of Labor Statistics
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Now, here we have a more detailed view of some of the projected job openings over the next decade.  Here we have the top 16 occupations broken down again into job growth & replacement needs.  A couple things stand out- first, for most of the specific occupations, replacement needs are stronger than new job growth. In a couple of cases there is little or no new job growth yet there will be considerable job opportunities due to replacement needs:And it is very interesting:Laborers and freight, stock and material movers [ which is a low-skilled & low education/skill occupation ] andGeneral and operations managers  [ which is a job requires a degree and considerable work experience – as evidenced by the higher wage ].--those openings likely due changing demographics and retirements of baby-boomers.The top 4 occupations are related to sales or service – cashiers, retail, wait-staff & customer service reps.The two occupations with the largest new job growth amongst all occupations are in the health sector – registered nurses & home health aides– yet there is less replacement needs than other occupations.As you can tell by the wages – and this is something I’ll come back to in a minute – of the 16 here 12 of the occupations require short- or moderate-term on the job training.
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Here we have projections by DLLR for MD looking at 2006-16 period – they will be updating their estimates & releasing them summer 2010.The list is very similar to the previous list in that the top 10 occupations listed coincide with the BLS list for the US – which isn’t really surprising I think.-- the ordering is slightly different but essentially you have the same story.WHICH IS: while we continue to see a movement away from goods-producing industries & see new job growth & expansion in sectors with occupations that require greater human capital – there will be a strong demand for replacement workers in lower skilled occupations.  DLLR also puts out a similar set of projections for Baltimore – and you have a similar set of occupations for your top 10.



Most Job Losses by Occupation 2008-18

Source: Bureau of Labor Statistics
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In terms of where we can expect job losses over the next 10 years – not surprising that most of the job losses would be centered in production and administrative support.  Most of these occupations only require short-term on the job training (the obvious exception being the first, farmers & ranchers).In many cases these job losses are due to increases in productivity– ability to automate processes and produce the same amount of output or more using less workers.  While these job losses are difficult and create significant workforce issues because these workers’ skills are now dated and potentially obsolete.  At the same time increases for productivity are beneficial for the economy as it frees up resources that can be utilized in other sectors.



Job Openings by Education/Training 2008-18 

Source: Bureau of Labor Statistics
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Having talked about what kind of jobs we can expect to see over the next 10 years I want to now look at things from the perspective of education & training.  Essentially what type of workforce will be needed to meet the demand for workers?Well, this particular chart shows the breakdown of job openings – both new jobs and replacement needs – by education and training.Having looked at the occupations with the greatest job openings, it isn’t a surprise I think to see that the largest category is the short-term on-the-job training at 39% followed by moderate-on-the job training 14%.Just to do some simple math – over half of the projected new job openings over the next decade will require short-term or moderate on the job training.
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Turning to Maryland occupation projections by education level……Of the top 10 occupations in demand – note that they are almost all from Professional and related – the accountants, computer related, and educationWith exception to the first category:2) General & Operations Managers – aren’t the chief executives but have significant management positions in firms [from across industries]And I should mention that if you were to look at job openings with Baltimore City by occupation you would have the same list as this – although the ordering would not be exactly the same.
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Looking at post-secondary award or associate degreeAgain we see a significant number of jobs in the professional and related category (6):Health sector (3)Education (1)Computer (1)Paralegals & Legal Assistants (1)Service (3) :	Auto, Beauty & FitnessSales & Related (1)Looking at this same data for Baltimore City – you’d take out:Auto, Preschool, Fitness, Real Estate& substitute them with legal secretaries & 3 technical jobs in health care:Surgical technologies (operating room technicians)Medial Records & Health Info TechniciansReadiologic Technologies.
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Finally, focusing on those job occupations that require the least amount of education or training….And as we saw before – these are some of the occupations with the largest projected openings over then next decade:Retail, Cashiers, Wait staff.These particular occupations come from several different sectors:Sales: Retail, cashierService: Waiters, Food Prep, Janitors, Counter AttendantsOffice & Administrative: Office, Customer Service, ReceptionistsTransportation: Laborers & Freight.And not surprisingly the annaul wages for these occupations considerably less than for the other occupations with higher educational requirements.



Increased Demand for Educated Workers
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Now I haven’t talked about expected changes in the labor force.  The labor force is expected to grow more slowly with the baby boom generation expecting to remain longer in the labor force longer than in previous generations. [baby boomers born between 1946 and 1964]As the baby boomers age, the number of people in the labor force aged 55 to 64 is expected to increase by more than 7 million over the next decade & the number of people aged 65 or more by almost 5 million.In short, we will continue to see an aging of the workforce.This particular chart looks at education amongst different groups and you can see that among both groupings, education has increased over the past 10 years – this is a trend that is expected to continue.



Earnings and Unemployment by Education 2006

Source: Bureau of Labor Statistics, Current Population Survey
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Lastly, just to highlight some of the more important points:First – that workers with greater human capital are more likely to be utilized & will have lower unemployment rates.  We saw this with the current unemployment rate & we see it here.  This chart maps the unemployment rate when the economy is growing at a solid rate.Second – as workers obtain human capital their wages rise.And the largest earnings increase, 42 percent, comes with earning a high school diploma.Underscores the skills premium that exists at all different educational/skills levels.  Not all jobs will have a skills premium but for those that do the premium can be considerable.



The Recovery and Labor Markets
Some of the signs to watch …
• Consumer Spending – positive signs in recent months, 

but still down relative to last year – largely dependent on 
economic outlook improving & income returning

• Unemployment rate – we will not see this decline for 
some time – this will lag other positive movements

• Employment – need to see bottom in terms of 
employment contraction so wages (income) can grow

• Workforce Implications – firms have learned to do 
more with fewer workers – means some of the jobs will 
not return – but as economy picks up can expect 
continued growth in high-skilled sectors
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Thank you for your attention.  I think we will take questions later….
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