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Economic Trends Across the Region

Post-Recession Labor Market Trends in the Fifth District

BY R. ANDREW BAUER

islocations in the labor market during the Great
Recession were severe and the recovery was slow.
It took slightly more than four years for the num-
ber of jobs to return to pre-recession levels in the Fifth
District, and the unemployment rate remained higher
more than six years after the recession ended. The effect
varied across regions and industry sectors, however. The
least-affected industry sectors enjoyed rapid turnarounds
once the recession ended; for example, the education and
health sector never experienced job loss and has grown at
a healthy pace since the end of the recession. In contrast,
other sectors, those most heavily hit by the recession,
experienced very shallow recoveries with slow job growth
and have yet to fully recover jobs lost during the recession.
Underlying these trends are changes in the skill sets and
experience sought by firms. Economists have noted that as
technology has become more widely diffused through the
economy, businesses have been seeking workers with differ-
ent skill sets than in the past. Technology has created new
jobs while making others obsolete or less abundant. In par-
ticular, economists have found that employment growth has
been stronger for higher-skilled jobs and for lower-skilled
jobs while there has been less demand for middle-skilled
jobs. Looking at occupation data from the Bureau of Labor
Statistics (BLS), it appears that this trend has been at work
in recent years in the Fifth District as higher-skilled and
lower-skilled occupations have experienced greater employ-
ment growth than middle-skilled occupations.

Industry Sector Trends
The Great Recession had varying effects on different sectors
of the Fifth District economy. The two sectors most nega-
tively impacted during the downturn were the construction
and manufacturing sectors. The collapse of the housing
market resulted in a sharp decrease in employment in the
construction sector as well as a number of other sectors
that feed into the housing sector: retail and wholesale trade,
transportation, finance, and manufacturing. The manufac-
turing sector was heavily affected by the broad decline in
domestic and foreign demand for U.S.-produced goods, both
consumer and industrial. The total declines in Fifth District
employment in construction and manufacturing were 24
percent and 16 percent, respectively, from January 2008
to January 2010, far greater than the 5.6 percent decline in
employment across all sectors. (Although the recession tech-
nically began in December 2007 and ended in June 2009,
this article uses January 2008 and January 2010 to allow for
full-year comparisons and minimize seasonality issues.)
Notably, not only were these two sectors most greatly
affected by the recession, they were the slowest to recover
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(excluding the information sector, mainly print and telecom-
munications, where the continued decline in employment
represents a secular decline due to structural changes rather
than cyclical factors). From January 2010 to August 2015,
employment growth in the housing and manufacturing sec-
tors increased 5.5 percent and 4.3 percent, respectively, well
below the Fifth District industry average of 8.1 percent.

‘While job loss in the manufacturing and construction sec-
tors was severe across the Fifth District during the recession,
there was considerable variation among states. But in the
Fifth District states with the largest manufacturing sectors,
Virginia, North Carolina, South Carolina, and West Virginia,
the losses were fairly comparable — between 14 percent and
19 percent. Job growth since January 2010 has varied, as well.
There has been little increase in jobs in Virginia and West
Virginia, despite strong production in auto manufacturing
and chemical manufacturing in West Virginia. In contrast,
the auto and aerospace sectors have driven growth in the
manufacturing sector in North Carolina and South Carolina
in recent years. Manufacturing employment in both states
has improved considerably — up 7 percent and 13 percent,
respectively, but still remains well below pre-recession levels.

The decline in the construction sector during the reces-
sion varied across jurisdictions. South Carolina experienced
the largest decline, followed by North Carolina — 33 percent
and 27 percent, respectively. Interestingly, the metro areas
of the Fifth District that were most caught up in the hous-
ing boom and subsequent collapse were in the northern part
of the district, Washington, D.C., and Baltimore. Yet the
decline in construction employment in Maryland and the
District of Columbia was not as severe as in the Carolinas.

In any event, the recovery in construction employment
has been lackluster. With the exception of West Virginia,
there have been increases in construction jobs, but the level
of employment in August 2015 was well below pre-recession
levels. The recovery in the single-family housing market has
been very moderate; while construction of multi-family hous-
ing units has been strong, particularly in the Washington,
D.C,, region, it has not been enough to offset the softness in
the single-family market.

Where there have been significant gains in employment
in recent years has been in services. The professional and
business services sector, the leisure and hospitality sector,
and the education and health sector have each seen sig-
nificant growth since 2010 with increases of 16 percent, 15
percent, and 11 percent, respectively. Notably, these sectors
all experienced more moderate employment declines (or no
decline at all in the case of education and health) relative to
other sectors during the downturn. Professional and business
services and leisure and hospitality declined 4.8 percent and




4.3 percent, respectively, while
employment in education and
health grew by 3.6 percent from
January 2008 to January 2010.
The employment increases in
the professional and business
services and leisure and hospital
sectors have been widespread
across jurisdictions, with the
exception of leisure and hospi-
tality in West Virginia, where
there has been little to no net
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vices in West Virginia. Federal
spending cuts heavily impacted service-providing sectors in
the northern jurisdictions.

The chart illustrates the employment losses during the
downturn and employment gains since by industry for each
of the six jurisdictions in the Fifth District. The level of
payroll employment is indexed at 100 for January 2008,
when payroll employment peaked in the United States; the
level of employment in January 2010, the trough in employ-

“”

ment, is shown with an “x” and the August 2015 level with
a circle. Thus, if an industry lost jobs during the recession,
there would be an x at a level below 100 for January 20r10.
Employment growth during the recovery is indicated by a
circle at an index level to the right of the corresponding “x.”
Circles at index levels greater than 100 indicate that the
state’s industry sector more than fully recovered the jobs lost
during the recession; for example, an index value of 103 in
August 2015 would indicate that employment was 3 percent
higher than at the beginning of the recession (January 2008).

Occupation Trends

What is also notable is that industries that employ more
higher-skilled workers (professional and business services,
education and health sector) and those that employ more
lower-skilled workers (leisure and hospitality) saw the larg-
est increases over the past five years. At the same time,
the industries with more middle-skilled workers (produc-
tion and trades) experienced the weakest recoveries. These

observations are just suggestive, however. It would also
be useful to look at the changes in occupations during the
recovery to get a better sense of whether higher-skilled and
lower-skilled workers fared better during the recovery than
middle-skilled workers.

The BLS publishes detailed labor market data by occu-
pation. There are 22 major occupation groups and over 800
detailed occupations for which the bureau publishes data on
the number of people employed as well as the distribution of
wages. The occupation data is not normally used as a source
for evaluating the labor market over the business cycle,
however, due to the nature of the survey. The Occupational
Employment Statistics survey (OES) is reported annually,
but the data is collected from establishments in six semian-
nual panels for three consecutive years. Every six months, a
new panel is added and the oldest is dropped. In addition,
there have been numerous classification and methodological
changes to the survey. As a consequence, the BLS cautions
that it is difficult to use OES data for comparisons across
short time periods. Still, a careful use of the data to examine
two periods far enough apart and after the changes made to
the survey should allow for a comparison — with the import-
ant caveat that the BLS did not create this survey with the
intention of the data being used for time series analysis.

The table on the next page lists the largest 10 major occu-
pation groups in the Fifth District, including each group’s
share of total occupations for each jurisdiction and median
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Occupation Profile by State

Major Occupation Group DC. MD NC SC VA WV DC MD NC SC VA Wv
All Occupations 100 | 100 | 100 | 100 | 100 | 100 | 64,890 40,830 | 32,510 | 30,660 | 37,550 | 29,410
Office and Administrative Support Occupations 122 | 158 152 157 | 148 157 @ 45550 | 35,650 31100 | 29310 = 32,800 | 26,680
Sales and Related Occupations 391100 109 1.1 106 | 10.0 | 28240 @ 25450 | 24,260 | 21,680 @ 24,790 | 19,950
Food Preparation and Serving Related Occupations 79 83 97 98 86| 93| 22500 19,170 = 18,480 | 18370 19,400 | 18,200
Healthcare Practitioners, Technical and Support Occupations 62| 88 99 9.0 77 0 11 62,951 | 56,797 | 44,038 | 44,075 | 48833 | 41876
Transportation and Material Moving Occupations 1.8 5.9 72 69 59 74 37340 31,750 = 27320 26,760 30,010 28,560
Education, Training, and Library Occupations 5.1 6.6 64 59| 65| 57| 60,040 | 53340 | 4010 @ 44390 @ 46,30 | 41,490
Production Occupations 08| 31| 82 99 48| 57 49900 34640 29450 = 32,280 = 31800 | 33,000
Business and Financial Operations Occupations 153 6.3 46 37 68 30| 86850 | 73230 | 62,40 | 53590 | 73,710 | 52,530
Management Occupations n7 5.6 44| 43 46 43 128390 | 111160 | 100,420 | 82,170 | 113,930 | 69,060
Installation, Maintenance, and Repair Occupations 14 3.9 41 45 39 5.1 54,1770 | 45,990 @ 40,270 38,710 | 43,740 | 35,220
Top 10 Major Occupation Groups 663 744 805|808 743 | 773 | 58256 | 48001 40918 38363 @ 45699 = 35998

NOTE: May 2014 data SOURCE: Occupational Employment Survey, Bureau of Labor Statistics
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annual salary. The five largest occupation groups within the
Fifth District are office and administrative support (15.1
percent of all occupations), sales (10.3 percent), food prepa-
ration and serving (9.0 percent), transportation and material
moving (6.3 percent), and education, training, and library
(6.3 percent); this is very similar to the top five occupation
groups for the entire United States.

The differences in salaries among occupations typically
reflect the education level and experience required. For the
highest-paying occupation group, management, the majority
of the detailed occupations require a bachelor’s degree or
higher with five years or more of experience. In contrast,
production occupations require moderate- to long-term
training instead of a postsecondary or college degree.

Within the major occupation groups, there is significant
variation. For example, the median annual salary in Maryland
for the office and administrative support occupation category
is $35,650, but the annual salary at the roth and 9oth per-
centile is $19,550 and $59,610, respectively; for the sales and
related occupations category, the annual salary at the 1oth
and goth percentile is $16,730 and $73,760, respectively. So
it is important to note that the median salary for the major
occupation categories incorporate the median education and
skills level across all detailed occupations and that some occu-
pations within a major occupation group will have higher (or
lower) education level and perhaps additional skills require-
ments. As a consequence, they will command a higher (or
lower) salary.

So how have occupations changed since the end of the
Great Recession in terms of employment and wages? The
table at the top of the next page lists the changes in Fifth
District employment and median annual salary from 2010 to
2014 for the 22 major occupation categories; the categories
are ranked by 2010 median annual salary. The categories
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above the box had median annual salaries at least 15 percent
greater than the 2010 median annual salary; the categories
within the box were within 15 percent of the median; and the
categories below had salaries at least 15 percent lower. Each
of these three major divisions of the categories represents
roughly one-third of all occupations.

Overall, total employment grew by 5.1 percent from 2010
to 2014 according to the OES data, while wage growth was
very weak — just 4.5 percent in total over the four-year period.
When taking inflation into account, real median annual
salaries were negative as inflation grew by 7.3 percent from
2010 t0 2014, based on the personal consumption price index.
‘Wages grew faster in percentage terms for higher-salary occu-
pations than for middle-salary or lower-salary occupations:
The average increase for higher-salary occupations was 5.6
percent across occupations versus 4.9 percent and 3.3 percent
for middle- and lower-salary occupations, respectively.

With respect to the structure of demand for workers,
the occupational data show much the same pattern as the
industry data: Higher-salary and lower-salary occupations
grew at faster rates than middle-salary occupations. Of the
nine major occupation groups that had higher 2010 median
annual salaries, six experienced an increase in employment
and three were relatively flat (below a 1 percent change).
Across all higher-salary occupations combined, there was a
6.2 percent increase in employment. Of the seven occupa-
tions that had salaries close to the median annual salary in
2010, three experienced an increase, three saw a decline, and
one was flat. Overall, employment rose by 1.8 percent for this
group. Finally, for the six major occupation categories that
had lower median annual salaries in 2010, five experienced
an increase while one was flat. In the lower-salary occupa-
tions combined, employment rose by 7.9 percent.

The differences in median salary generally reflect education




Employment and Median Annual Salary Change by Occupation (2010-2014)
and skill requirements. Of the
nine major categories in the
higher-sal roup, all but a few NOTE: Occupation categories above, within, and below the box are
gh. ary group above, within, and below 15 percent of the median, respectively.
require at least a college degree :
ora College or higher degree and Management Occupations 5.02 0.7 83 97,594
on-the-job training. Also, arts and Legal Occupations 1.06 73 4.0 85,456
design as well as education and Computer and Mathematical Occupations 3.74 141 73 80,701
training are broad categories that | | e nations 181 02 79| 72003
contain a mix of occupations,
. . Life, Physical, and Social Science Occupations 1.07 83 47 68,315
some of which require college or
advanced degrees while others Business and Financial Operations Occupations 5.85 1.8 74 65,464
require a degree and specific skills Healthcare Practitioners and Technical Occupations 597 83 3.0 57,712
or on-thejob training, and still Arts, Design, Entertainment, Sports, and Media Occupations 127 43 7.0 46,539
others require no college degree.
a X 8 & Education, Training, and Library Occupations 6.30 0.4 0.5 45,622
In contrast, the six lower-salary
occupation Categories typically Installation, Maintenance, and Repair Occupations 3.98 5.6 5.9 39,571
do not require a college degree Community and Social Service Occupations 135 -2.8 77 39,094
but instead represent occupations Protective Service Occupations 272 71 12 36,433
th%t. require some on-the-job Construction and Extraction Occupations 391 18 5.0 35,970
training. In the middle group, a
. All Occupations 100.00 5.1 45 35,081
good number of the occupations
require some education (com- Farming, Fishing, and Forestry Occupations 0.16 293 N/A 34,033
munity and social service, some Office and Administrative Support Occupations 15.14 03 48 31,054
office occupations) or specific | | production Occupations 6.04 49 52| 29,859
skills learned from medium-term
L. . Transportation and Material Moving Occupations 6.31 47 41 27,794
to long-term training (installa- :
tion, maintenance, repair, con- Healthcare Support Occupations 2.88 04 4.0 23,677
struction, production). Sales and Related Occupations 10.27 73 24 23,532
These results are broadly con- Building and Grounds Cleaning and Maintenance Occupations 331 33 45 21345
SISt?nt with work. that looks ?‘t Personal Care and Service Occupations 279 22 27 20,158
national occupation trends in
. . . Food Preparation and Serving Related Occupations 9.05 10.6 2.0 18,609
prior periods. In his 2010 paper
“U.S. Labor Market Challenges SOURCE: Occupational Employment Survey, Bureau of Labor Statistics
over the Longer Term,” David
Autor of the Massachusetts Institute of Technology looks Conclusion
at the change in occupation growth from 1979 to 2009 for | There has been significant improvement in the labor market
10 major occupations. He finds that for the highly educated | since the end of the Great Recession. Total payroll employ-
and highly paid occupations (managerial, professional, and | ment growth has fully recovered in each jurisdiction in the
technical), employment growth was robust over the past three Fifth District; however, employment levels in some sectors
decades; growth for service occupations, which disproportion- | remain below their pre-recession levels. Notably, in most
ately do not require postsecondary degrees and earn low wages | jurisdictions, employment in the sectors hit the hardest
(protective services, food and cleaning services, personal care), remains well below its pre-recession level.
was also rapid. In contrast, Autor finds that middle-educated At the same time, employment growth in several service
and middle-paid occupations (office workers, production, craft sectors that were least affected by the recession have shown
and repair, and operators, fabricators and laborers) grew at strong growth in recent years. Relatedly, there has been signif-
slower pace and that the pace declined over time. icant growth in higher-salary and higher-skilled occupations
These trends are evident within the Fifth District at the | andlower-salary and lower-skilled occupations in recent years.
state level, as well. With the exception of the District of | Growth in middle-salary and middle-skilled occupations has
Columbia, the middle-salary occupation group grew slower | been more modest, however. This pattern is consistent with
than higher- and lower-salary occupations. In three of the | studies that have shown a widening gap between higher- and
Fifth District jurisdictions, lower-salary occupations grew | lower-skilled occupations and middle-skilled occupations
faster than higher-salary occupations (Maryland, North | in the United States and other advanced economies. Lastly,
Carolina, and Virginia); two experienced faster growth of | wage growth was very weak from 2010 to 2014. The annual
higher-salary occupations than lower-salary (District of | median salary did notkeep pace with inflation, although occu-
Columbia and West Virginia); and in one state, the growth pations with higher skill levels fared better than those with
rates were the same (South Carolina). lower skill levels. EF
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