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HIGHLIGHTS

m Utah’s labor force participation rate and
employment to population ratio is significantly
higher than the national average.

m During the most recent recession it seems
that many workers were “waiting out” the
downturn. While the working age population
grew 8.7% from 2000 to 2003, the labor force
only grew 3.9%

m Similar to national trends, self-employment
grew markedly during the recession. Between
2000 and 2002, establishments with no
employees (basically self-employed persons)
saw unprecedented growth, increasing 38.1%.

m Significant jumps in underemployment and
involuntary part-time employment, as well as
a decrease in real wages seems to have lead
to a marked increase in multiple jobholders.

m Teenand college-aged populations were hit the
hardest by the recession. Teen employment
rose 8.1% for 16-19 year olds and 3.1% for
20-24 year olds.

B The 2.1% unemployment rate for worker’s with
at leasta bachelor’s degree is significantly lower
than those with only associate’s degrees (4.4%).
However, the educational attainment of Utah’s
labor force seems to be slipping away from the
demand for those with bachelor’s degrees.

Many papers and publications have been written about
job trends by industry sector and periodic employment
figures, but the meaning behind these numbers is often
little understood. This paper will delve into the pertinent
facts and figures relating to this issue and seek to define
the trends and challenges faced by Utah’s workforce.

LABOR FORCE PARTICIPATION
At the height of the national
labor market boom in 2000,
the labor force participation
rate (all working-age persons | 760% Utah
16 and older either working or | 740%— e
actively looking for work) was | 720%—

74.7%, significantly higher | 700%—
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entire post World-War II era.
In addition, the working-age employment to population ratio, or E/P ratio, (all
working-age persons 16 or older who are working) for the year 2000 was 64.4%,
the highest in the nation’s history.! The working-age E/P ratio for Utah was even
higher at 69.9% (Figure 2). The average unemployment rate in 2000 for Utah
was 3.2%.

A significant reason for Utah’s high labor force participation rate and E/P ratio is
that a higher percentage of Utah teens (16 — 19 years old) participate in the economy.
44.5% of U.S. working age teens were part of the measured labor force in 2003,

whereas 66.2% of Utah working age teens participated in the economy.

After experiencing tremendous growth in employment throughout the 1990s
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and 2000, the Utah economy came to an abrupt halt in early
2001. A decline in state labor markets caused deterioration in
the labor force participation rate as well as an increase in the
unemployment rate. In 2002, the labor force participation rate
in Utah fell 4.3% to 70.4%, while unemployment rose to an
average of 6.1%, a relatively moderate figure for a recession. As
a result, the E/P ratio fell only 3% to 66.9%. 2003 witnessed a
slight recovery. The labor force participation rate rose to 71.3%,
while unemployment fell to 5.6%. The E/P ratio accordingly
rose to 67.3%.

Figure 2: Employment/Population (E/P) Ratios
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Figure 3: Unemployment Rates
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Labor Force. In 2003, the labor force of employed (full- and
part-time workers) and unemployed workers in Utah comprised
more than 1.18 million people. The working population in
Utah continues to grow at a rapid pace. Figure 4 reveals that
while the population grew 30% from 1990 to 2000 (Census),
the number of workers grew an astonishing 41% (compared
to 12% nationally). According to the Bureau of Economic and
Business Research (BEBR) at the University of Utah, the reason
for this growth relates back to the Utah baby boom, which
peaked in the early 1980s, thus dropping an increased number
of participants in the labor force in the 1990s. Nationally,
the baby boom peaked in the 1950s and ended in 1964. This
generated echo booms beginning in the late 1970s, fostering
jobs growth in the 1990s. As stated before, despite the national
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Figure 4: Percentage Increase in Population & Workers in Utah
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of Economic and Business Research (BEBR), University of Utah.

echo boom, the national workforce growth of 12% in the 1990s
paled in comparison to Utah’s growth of 41%.>

The economic prosperity and job growth in the 1990s resulted in
considerable net in-migration into Utah. Roughly half of these
immigrants were international in origin according to BEBR.
Although in-migration to Utah has slowed in recent years
due to a less favorable economic climate, the Utah Population
Estimates Committee expects positive net in-migration to
occur through 2030. Net in-migration is expected to account
for 20% of the projected increase in population of 1.5 million
over the next three decades. However, these projections are
contingent on considerable improvement in job growth and
the Utah economy.

Figure 5: Percentage Increase in Population & Workers in Utah,
1980 to 2003
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Bureau of Economic and Business Research (BEBR), University of Utah.

UNEMPLOYMENT PARADOX

Job growth in Utah since the 2001 recession has been low.
Interestingly, the unemployment rate also remained relatively
low. How to explain this?

Utah Foundation’s February 2004 report addressed this
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paradox of low job creation and low unemployment and listed
several contributing factors.

One factor is that many workers are “waiting out” the
downturn before they come back into the workforce to look for
employment. Unemployment numbers only count those who
are actively looking for work. Hence, if someone stops looking
for work, he or she is not considered part of the labor force.
From 2000 to 2003, the working age population increased from
1.53 million to 1.66 million, a growth of 8.7%. Meanwhile,
the labor force only grew only 3.9%.

DISCOURAGED WORKERS AND LONG-TERM UNEMPLOYMENT
It is clear then, that unemployment rates can be misleading
measures of economic health. Discouraged workers who quit
searching for work and are no longer considered to be a part of
the labor force can skew the numbers.? Therefore, the E/P ratio
is an important measurement because it negates the impact of
fluctuating labor force participation rates on unemployment
rates.

SELF EMPLOYMENT

Another factor in the unemployment paradox is an increase
in the number of people working for themselves, and thus not
being counted in the official job numbers. The “self-employed”
encompass a wide array of individuals: classic entrepreneurs
attempting to establish new businesses; workers who are now
working on their own after having been displaced from their
previous career jobs; and early retirees who are working part-
time on their own after accepting early retirement from their
former employers.*

A large gap between payroll surveys and household surveys
points to the fact that more people across the nation are
working today than the most oft-cited payroll figures would
indicate. Self-employed and temporary workers are counted as
employed in household surveys, but are left out in the business
establishment surveys because they are not on employers’
payrolls. Also not counted on payroll surveys are independent
contractors who are employed by a wide array of industries as
well as those who are working “under the table.”

Economists have noted a national trend toward self-employment
during the past recession. Economist Ellen Rissman found from
analysis of the National Longitudinal Survey of Youth that
labor force tends to flow into self-employment during recessions
and out of self-employment during economic expansions.®
Additionally, Daniel Aaronson, Ellen Rissman, and Daniel
Sullivan concluded in a paper for the Federal Reserve Bank
of Chicago that during the last recession, a large percentage
of the rise in self-employment was due to the emergence of
unincorporated firms.” Analysis of Current Population Survey
(CPS) data by the Bureau of Labor Statistics also found that “in
2003, the likelihood of being a business owner was highest in

the western region. The self-employment rate in the West was
8.9%, compared with 7.4% in the South, 6.9% in the Midwest,
and 6.6% in the Northeast.”®

The self-employment trend in Utah during the last recession
seems to be in accord with the national trend. Between
2000 and 2002 the number of Utah establishments with no
employees (basically self-employed persons) saw unprecedented
growth, increasing from 6,849 to 9,458, a 38.1% increase
(Figure 6). In fact, the growth in Utah establishments with no
employees accounted for 49.6% percent of the total growth in
establishments of any size in 2001, and rose to an astonishing
82.7% of overall growth in 2002. During the 1990s this
percentage of overall growth never rose above 28.5% (1995).
However, in 2003, the number of establishments with no
employees grew by a negligible 7 establishments, less then 1%
of total growth, which may indicate that the job climate has
begun to warm.

Figure 6: Growth in Number of Utah Establishments with
No Employees, 1993 to 2003
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MULTIPLE EMPLOYMENT, UNDEREMPLOYMENT & WAGES
Another factor in the unemployment paradox is highlighted
by the fact that in 2003, Utahns were the third most likely
population in the U.S. to hold multiple jobs (Figure 7). BLS
data shows that multiple jobholders accounted for 9.0% of the
total employment in Utah, which is up from 7.8% in 2002
(Figures 7 & 8). The national average on the other hand was
only 5.3% in 2002 and 2003. Economist Jim Campbell of BLS
states that during this period, “Idaho and Utah experienced the
largest increases in multiple jobholding rates (+1.2 percentage
points each).” Since 1996, the national trend has been a decline
in multiple jobholding rates, falling from 6.2% to 5.3%.
However, Utah was among the five states that experienced an
increase. In fact, Campbell states that Utah was the only state
that “experienced an increase in multiple jobholding greater
than 0.4 percentage points over this span (+1.1%).”"

The implications of this trend are that while employment

figures have been slowly picking up since 2002, a significant
number of the jobs being created do not have wages that are
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Figure 7: Multiple Jobholders as a Percent of Total Employment
by State, 2000 to 2003
State 2000 Rank 2001 Rank 2002 Rank 2003 Rank
Alabama 5.1 35 4.1 50 38 49 4.0 48
Alaska 7.6 15 8.1 9 7.5 13 77 12
Arizona 4.9 40 54 31 58 25 55 27
Arkansas 54 32 5.0 33 53 31 6.0 22
California 4.8 42 4.5 43 45 43 45 45
Colorado 6.0 25 5.8 25 5.7 27 6.2 18
Connecticut 6.5 19 6.4 20 59 22 49 36
Delaware 57 29 5.2 32 4.7 39 43 46
District of Columbia 6.2 24 4.5 43 52 33 5.0 34
Florida 39 51 42 48 39 47 4.0 48
Georgia 42 48 4.1 50 38 49 39 50
Hawaii 9.3 4 9.8 3 82 8 7.6 13
Idaho 79 13 8.0 I 6.9 ) 8.1 10
lllinois 54 32 49 35 47 39 4.6 42
Indiana 6.0 25 6.2 21 6.1 20 54 29
lowa 8.1 10 8.1 9 8.1 9 75 14
Kansas 8.0 1 83 8 8.1 9 8.6 5
Kentucky 47 44 5.7 26 5.7 27 5.8 25
Louisiana 42 48 42 48 37 51 4.6 42
Maine 8.6 8 7.1 16 72 14 79 I
Maryland 5.8 27 5.6 27 6.7 16 5.9 23
Massachusetts 5.8 27 4.8 36 49 36 49 36
Michigan 53 34 56 27 55 30 53 30
Minnesota 84 9 8.4 7 9.2 2 8.5 7
Mississippi 43 47 4.5 43 5.0 35 49 36
Missouri 7.6 15 6.5 19 5.9 22 6.5 16
Montana 9.8 3 9.3 4 8.8 6 8.5 7
Nebraska 10.3 | 10.4 | 10.3 | 94 2
Nevada 5.0 38 4.8 36 4.5 43 39 50
New Hampshire 6.3 22 7.0 17 6.5 17 6.2 18
New Jersey 42 48 4.6 42 4.1 46 47 41
New Mexico 48 42 43 47 52 33 52 32
New York 5.0 38 4.8 36 4.8 38 42 47
North Carolina 49 40 5.0 33 4.9 36 48 39
North Dakota 10.0 2 9.9 2 9.2 2 9.7 |
Ohio 6.3 22 6.2 21 5.9 22 6.2 18
Oklahoma 6.4 20 6.0 24 6.5 17 5.6 26
Oregon 6.4 20 6.1 23 6.0 21 59 23
Pennsylvania 5.7 29 5.6 27 5.6 29 55 27
Rhode Island 78 14 72 15 6.2 19 6.4 17
South Carolina 45 46 4.7 40 44 45 5.1 33
South Dakota 9.0 6 87 6 89 4 8.6 5
Tennessee 5.0 35 5.5 30 4.7 39 53 30
Texas 47 44 47 40 47 39 48 39
Vermont 9.2 5 7.8 13 89 4 89 4
Virginia 5.6 31 4.8 36 53 31 5.0 34
Washington 7.6 15 6.7 18 5.8 25 6.1 21
West Virginia 5.1 35 44 46 39 47 4.6 42
Wisconsin 8.0 1 8.0 I 7.6 12 73 15
Wyoming 8.8 7 9.1 5 87 7 83 9
United States 5.6 5.4 53 5.3
Source: BLS
Figure 8: Multiple Jobholders as a Percent of Total Employment,
2000 to 2003
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adequate for the needs of the population. According to the
Economic Policy Institute’s (EPI) analysis of CPS survey data,
the underemployed rate among the Utah labor force has sharply
risen from 5.9% in 2000, to 10.4% in 2003." During this same
period, the part-time workers share rose slightly from 28.0%
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to 30.6%. While the number of part-time workers only rose
slightly between 2000 and 2003, the number of workers that
are involuntarily working part-time jumped sharply from 8.2%
in 2000 to 14.4% in 2003.

Figure 9: Utah Underemployment Rate & Part-time Workers
Share, 2000-2003

2000 2003
Underemployment Rate 5.9% 10.4%
Part-time Workers Share 28.0% 30.6%
Part-time for Economic Reasons Share 8.2% 14.4%

Source: Economic Policy Institute (EPI) Analysis of Current Population Survey (CPS) Data

EPT also found that real wages (in 2003 dollars) in Utah have
actually fallen since 2000 for all of Utah wage earners. In
conjunction with the multiple jobholding rate, the trends in
real wages have been opposite of national and regional trends.
Figure 9 shows that from 2000 to 2003, Utah’s median wages
have fallen by 3.5%. In that same period, median wages rose
by an average of 2.7% in the mountain states, and by 4.2%
nationally.

Figure 10: Change in Median Wages, 2000 to 2003

2000 2003 Growth Percent Growth
Utah $12.64 $12.20 -$0.44 -3.5%
Mountain 12.77 13.12 035 2.7%
West 13.44 14.08 0.64 4.8%
United States 13.07 13.62 0.55 4.2%

Source: Economic Policy Institute (EPI) Analysis of Current Population Survey (CPS) Data

The significant jumps in underemployment and involuntary
part-time employment, as well as the decrease in real wages,
should largely explain why multiple employment has risen so
markedly in this state.

EMPLOYMENT BY AGE

All groups of workers 55 years of age and under experienced
declines in their E/P ratio during the recessionary and jobless
recovery between 2000 and 2003. However, the trend was that
the younger the age group, the more substantial the decline in
their E/P ratio.”? Figure 11 details how each age group fared
during this period. Utah teens and young adults aged 20 to
24 experienced the sharpest declines in employment and fared
worse than their national counterparts. The E/P ratio for teens
fell 9.7 percentage points, while young adults aged 20 to 24 saw
adecline of 5.2 percentage points. According to the Center for
Labor Market Studies, the 37% E/P ratio for the nation’s teens
in 2003 was the lowest recorded since 1948. Surprisingly, those
aged 55 to 64 years saw a significant gain of 4.6 percentage
points in their E/P ratio during this period. Richard Johnson,
a research associate at the Urban Institute, points to a recent
study showing that the number of jobs with little or no physical
demands increased significantly in the 1990s. This increase
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Figure 11: Changes in Employment to Population Ratios in Utah
and the U.S. by Age Group, 2000 to 2003
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Figure 13: Changes in Unemployment Rates in Utah and the U.S.
by Age Group, 2000 to 2003
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has enabled older populations to continue working and to not
accept early retirement.”

Younger populations often take the hardest hits during economic
downturns. In economic downturns, job opportunities are first
filled by older and more qualified or overqualified workers.
Because the younger populations in Utah have particularly high
labor force participation rates (Figure 12), it should be expected
that Utah high school-aged and college-aged populations would
be hit harder than their national counterparts. From 2000 to
2003, unemployment for 16-19 year olds rose from 8.8% to
16.9% and for 20-24 year olds, unemployment rose from 4%
to 7.1%. Due to the unfavorable employment climate, many
younger people chose to leave the labor force altogether. Labor
force participation for those aged 16-19 fell by 5.5% and by
2.3% for 20-24 year olds.

Figure 12: Labor Force Participation Rates in Utah and the U.S.
by Age Group, 2000 to 2003
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For Utahns in their prime wage earning years (25 to 54 years),
the negative impact of the last recession and slow recovery was
less significant, although unemployment rose slightly for each
ten year age group. Labor force participation in Utah declined
by only an average of 0.6% for those in the 25 to 54 year old

group. The discouraged worker phenomenon seems to have been
limited to the younger populations during the last economic
downturn. However, these numbers do not account for the
overall quality of the jobs. The multiple employment figures
seem to indicate that the quality of jobs has gone down, thus
necessitating multiple job holdings by individuals.

JOBS BY INDUSTRY

Between the beginning of the recession, March 2001, and
March 2003, Utah jobs decreased by 1.6%, or 17,900 (Figure
14). More troubling is that the private sector lost a total of
25,100 jobs in this same period, which is a decrease of 2.8%.
Utah’s manufacturing interests lost 13,000 jobs (10.5%),
while health and education gained 9,500 jobs (4.4%). Losses
in the private sector were tempered by growth in federal, state,
and local governments of 7,200 jobs, or 3.7%. Despite such
dismal job creation performance, there are signs of recovery.
Figure 15 reveals that total private sector jobs grew by 24,600
between August 2003 and August 2004, which is an increase
of 2.8%.

Figure 14: Utah Job Growth by Sector,
March 2001 to March 2003
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Source: BLS, Calculations by Utah Foundation
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Figure 15: Utah Job Growth by Sector, Figure 16: Unemployment Rates by Educational Attainment of
August 2003 to August 2004 the Civilian Labor Force 25 Years and Older
2003 Annual Average
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HIGH TECHNOLOGY
A recent report by Mark Knold of the Utah Department of Figure 17: Unemployment Rates by Educational Attainment of
Workforce Services states the following: “evidence suggests the Civilian Labor Force 25 Years and Older

. . N . 2003 Annual Average
that downturn in the high technology industry was a major
14
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1 1 1 1 District of Columbia  15.3 1 8.4 2 8.4 1 3.4 10
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diploma, although a 0.2% difference may not be statistically
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Figure 18: Educational Attainment Rates of the Civilian Labor
Force 25 Year and Older
2003 Annual Average
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Figure 19: Educational Attainment Rates of the Civilian Labor
Force 25 Year and Older
2003 Annual Average

Less than High School Some College, Bachelor's
High School Graduates, or Associates Degree
Diploma Rank No College Rank Degree Rank & Higher Rank
Alabama 106 13 34.1 16 279 26 274 41
Alaska 6 42 309 29 340 6 29.1 28
Arizona 12.2 6 258 46 316 I 30.4 22
Arkansas I I 37.3 7 29.1 22 226 50
California 147 2 218 50 289 24 347 12
Colorado 88 25 253 49 264 36 39.6 5
Connecticut 69 33 299 38 237 44 394 6
Delaware 9.1 19 349 12 250 40 310 20
District of Columbia 9.1 19 19.3 51 16.4 51 55.1 |
Florida 10 15 305 34 29 23 305 21
Georgia 127 5 323 23 265 35 285 35
Hawaii 56 48 303 35 311 14 33.0 16
Idaho 8.6 27 31.7 26 342 5 254 44
lllinois 9.1 19 303 35 276 28 33.0 16
Indiana 89 24 39.6 3 26.7 33 24.8 47
lowa 62 4l 346 14 295 21 29.7 25
Kansas 6.6 36 293 39 298 19 344 14
Kentucky 9.2 18 376 5 272 31 259 43
Louisiana 14 3 35.6 8 250 40 25.4 44
Maine 6 42 380 4 273 30 287 33
Maryland 83 29 278 42 232 45 40.7 3
Massachusetts 6.6 36 282 4l 21.7 48 435 2
Michigan 69 33 339 17 314 I3 278 39
Minnesota 47 51 256 48 336 7 36.0 9
Mississippi 12.1 7 333 20 317 10 228 48
Missouri 65 38 318 25 30.1 18 315 19
Montana 58 47 338 18 302 17 302 24
Nebraska 65 38 320 24 325 9 29.1 28
Nevada 13 4 332 21 289 24 249 46
New Hampshire 55 49 308 30 266 34 37.1 8
New Jersey 83 29 30.6 32 21.1 50 40.1 4
New Mexico 19 8 306 32 306 IS 268 42
New York 10.1 14 31,0 28 229 47 36.0 9
North Carolina e 9 31,7 26 276 28 288 32
North Dakota 48 50 307 31 352 2 29.4 26
Ohio 7.1 32 375 6 262 37 29.1 28
Oklahoma 87 26 328 22 298 19 287 33
Oregon 9.3 17 270 44 348 3 290 3l
Pennsylvania 6.8 35 39.8 2 213 49 32.1 18
Rhode Island (N 10 301 37 243 43 345 13
South Carolina I I 335 19 27.9 26 27.6 40
South Dakota 6 42 345 15 316 11 279 37
Tennessee 9.8 16 353 9 254 38 294 26
Texas 17.3 | 27.1 43 272 31 284 36
Utah 8.4 28 26.9 45 343 4 304 22
Vermont 6 42 349 12 232 45 359 I
Virginia 9.1 19 283 40 248 42 378 7
Washington 73 31 258 46 328 8 34.1 )
West Virginia 9.1 19 43.5 | 25.1 39 222 5l
Wisconsin 64 40 353 9 304 16 279 37
Wyoming 6 42 35.2 I 36.1 | 22.7 49
United States 10.2 30.5 27.4 32.0

Source: BLS

This trend may not be complimentary to the educational
attainment strengths of Utah’s labor force. 34.3% of Utah’s
labor force has an associate’s degree or some college experience
(Figures 18 & 19). In this, Utah ranks fourth in the U.S.
However, Utah only ranks 22" in the country when it comes to
bachelor’s or higher degrees attained (30.4%). The significantly
low unemployment rate for bachelor’s or higher degree holders
may suggest that Utah’s labor force is not as educated as
employers would like the labor force to be.

Also of concern is that Utah seems to be slipping further from
the national average in terms of the number of bachelor’s and
higher degrees being awarded. The 2000 Census revealed that
Utah ranks 32" in the nation (Figure 20) for the percentage
of 25-34 year olds with at least a bachelor’s degree (25.4%).
While the CPS and Census data sets are not fully comparable,
some important inferences can be made by comparing the two.
Utah’s ranking for bachelor’s degrees for those aged 25-34
(Census) is much lower than the ranking for those aged 25 and
older (CPS). This comparison seems to indicate that a smaller
percentage of young adults are receiving bachelor’s degree than
previous generations. If true, this becomes an issue of major
concern, considering that the demand for applicants with at
least a bachelor’s degree is significantly higher than for those
without. Future economic growth will largely be contingent
on the state’s ability to meet the labor force demands of Utah’s
economy.

Figure 20: Rank & Percent Population Age 25-34 With At Least
a Bachelor’s Degree, 2000
National Rank

Mountain States Percent of Population

United States 27.5

Arizona 229 38
Colorado 348 4
Idaho 220 41
Montana 26.6 25
Nevada 17.3 51
New Mexico 20.1 47
Utah 25.4 32
Wyoming 23.1 36

Source: Census

Figure 21: Percentage of Utah & U.S. Residents by Gender With

At Least a Bachelor’s Degree, 2000

Both Sexes Male Female
Age Group Utah uU.s. Utah uU.s. Utah U.S.
25 to 34 years 254 27.5 25.6 25.7 253 294
35 to 44 years 26.3 25.9 29.8 25.8 227 26.0
45 to 64 years 30.1 26.4 35.6 293 247 237
65 years and over 19.2 15.4 26.8 20.5 13.3 11.8

Source: Census
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