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Civilian Unemployment Rate:  7.2% in December vs. 6.8% in November, cycle low is 4.4% in 
March 2007.   

Payroll Employment:  -524,000 in December vs. -584,000 in November, net loss of 154,000 
jobs after revisions of payroll estimates for October and November.  
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Hourly earnings: +5 cents to $18.36, 3.7% yoy change vs. 3.8% yoy change in November; cycle 
high is 4.28% yoy change in Dec. 2006. 

 

HIGHLIGHTS OF THE DECEMBER 2008 EMPLOYMENT REPORT 
Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08

     Household Survey
Chg. in Civilian Labor Force (000) 106 317 -202 257 -258 -173
Chg. in Civilian Employed (000) -142 -323 -244 -372 -513 -806
Civilian Unemployment Rate 5.8 6.2 6.2 6.6 6.8 7.2
Participation Rate 66.1 66.1 66.0 66.0 65.8 65.7
Employment-Population ratio 62.3 62.1 61.9 61.7 61.4 61.0

     Establishment Survey
Chg. in Total Nonfarm Payrolls (000) -67 -127 -403 -423 -584 -524
Chg. in Private Nonfarm Payrolls (000) -106 -139 -384 -438 -581 -531
Chg. in Manufacturing Payrolls (000) -40 -61 -69 -123 -104 -149
Chg. in Services - Private Sector (000) -52 -69 -267 -237 -399 -280
Chg. in Government payrolls (000) 39 12 -19 15 -3 7

Total Workweek (Hours) 33.7 33.7 33.6 33.5 33.5 33.3
Manufacturing Workweek (Hours) 41.0 40.9 40.5 40.4 40.3 39.9
Manufacturing Overtime (Hours) 3.8 3.7 3.5 3.5 3.3 3.0

Average Hourly Earnings 18.06 18.14 18.17 18.23 18.31 18.36
   Chg. from prior month 0.3% 0.4% 0.2% 0.3% 0.4% 0.3%
   Chg. from year ago 3.4% 3.6% 3.4% 3.6% 3.8% 3.7%

Average Weekly Earnings 608.62 611.32 610.51 610.71 613.39 611.39
    Chg. from prior month 0.3% 0.4% -0.1% 0.0% 0.4% -0.3%
    Chg. from year ago 3.1% 3.3% 2.8% 2.7% 2.9% 2.2%

Index of Aggregate Weekly Hours:
  Chg. from prior month in Total Index -0.1% -0.1% -0.7% -0.8% -0.6% -1.1%
  Chg. from prior month in Mfg. Index -0.4% -0.8% -1.7% -1.6% -1.3% -2.4%  
 

Household Survey – The unemployment rate in December was 7.2%, up from 4.9% in December 
2007.  The unemployment rate of December 2008 per se is the highest since January 1993.  U-6, a 
broader measure of unemployment which includes those who are working part-time but would 
prefer full-time employment and those who are available for work but are not working or looking 
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for a job, was 13.5% in December, the highest since record keeping began for this series in 1994 
(see chart 1).  The unemployment rate has recorded gains equal to or in excess of 0.3 percentage 
points during five months of 2008.  Historically, of the 11 recessions since 1948 including the 
current downswing, five recessions have recorded large monthly gains (+0.3 percentage points 
and greater) of the unemployment rate during a string of five months or more.   
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From an historical perspective, the increase in the unemployment rate in the current recession is 
moving close to the median gain (3.2 percentage points) in the unemployment rate from a cycle 
low to a cycle peak during recessions (see table 1).   

Table 1  Unemployment rate across Business Cycles 
Increase  in  jobless

Peak to Trough Cycle low of unemployment rate Cycle high of unemployment rate rate from cycle low
Business Cycles Date prior to onset of recession Date after the end of the recession (percentage points)

1948:Q4 - 1949:Q4 Jan-48 3.4 Oct-49 7.9 4.5
1953:Q2 - 1954:Q2 Jun-53 2.5 Sep-54 6.1 3.6
1957:Q3 - 1958:Q2 Mar-57 3.7 Jul-58 7.5 3.8
1960:Q2 - 1961:Q1 Feb-60 4.8 May-61 7.1 2.3
1969:Q4 - 1970:Q4 May-69 3.4 Dec-70 6.1 2.7
1973:Q4 - 1975:Q1 Nov-73 4.6 May-75 9.0 4.4
1980:Q1 - 1980:Q3 May-79 5.6 Jul-80 7.8 2.2
1981:Q3 - 1982:Q4 Jul-81 7.2 Dec-82 10.8 3.6
1990:Q3 - 1991:Q1 Mar-89 5.0 Jun-92 7.8 2.8
2001:Q1 - 2001:Q4 Apr-00 3.8 Jun-03 6.3 2.5

Current cycle Mar-07 4.4 Dec-08 7.2 2.8  
 
Establishment Survey – Payroll employment fell 524,000 in December, after revised losses of 
423,000 and 584,000 jobs in October and November, respectively.  There were 154,000 more jobs 
lost after revisions of the earlier estimates of October and November of payroll employment.  
Payroll employment has shrunk by of 2.6 million since December 2007.   
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Chart 2 
All Employees:  Total Nonfarm
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Widespread job losses were reported in December, with factory (-149,000) and construction (-
101,000) jobs recording the largest reductions.  A total of 791,000 factory jobs have been lost in 
2008, with 50% of them occurring in the fourth quarter.  Payrolls in the auto industry were 
reduced by 21,400 in December and 161,500 in all of 2008.  Retail employment fell 67,000 in 
December, while health care jobs rose 32,000 and government employment moved up 7,000.  The 
diffusion index indicates that in December the fewest number of industries reported an increase in 
employment since 1991 (see chart 3).  

Chart 3 
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Hourly earnings rose 3.7% on a year-to-year basis in December, down from a 3.89% increase 
reported for November.  The weakness in payroll employment suggests that the wage and salary 
component of personal income most likely fell in December.  The sharp 2.4% drop in the factory 
man-hours index points to a significantly weak December tally for industrial production.  The 
workweek was shorter in December (33.3 hours) compared with November.  This, combined with 
a drop in payrolls, resulted in a 7.7% drop in the total man-hours index in the fourth quarter, 
which points to significantly weak GDP report for the quarter.   

 

Chart 4 
Average Hour ly Earnings:  Total Pr ivate Industr ies
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Many questions are raised by the staggering headline numbers of the employment report.  Also, 
while it is true that the size of job losses in 2008 is the largest since 1945, we need to take into 
consideration the size of the labor force.  Stepping back and looking at historical comparisons, as 
shown in chart 5, puts the subject in a better perspective.  [Note: Chart 5 is an index chart where 
the level of employment in the quarter corresponding to the peak of the business cycle is set to 
100 and appropriate computations are made for levels of employment before and after the peak of 
the business cycle.  For example, an index reading of 98 indicates that the level of employment in 
the relevant quarter was 2.0% below that of the level of employment during the peak quarter of 
business cycle.  Likewise, a reading of 102 indicates that the level of employment in the relevant 
quarter was 2% higher than the number employed in the quarter identified as the peak of the 
business cycle.]  The extent of the decline in payroll employment after four quarters of the peak in 
economic activity in the current downturn (index number is 98.55) is close to the extent of job 
losses seen in 2001 (98.47) but the situation in the 1991-92 (98.8) recession was marginally 
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better, while the 1981-82 (97.6) recession was weaker.  The average employment index for the 
period 1960-1980 (not shown in chart) posted a more muted drop to 99.6 one year after the peak 
of a business cycle.  Of course, the future trend of employment conditions will determine the 
relative standing of employment in the current downturn.   

 

Chart 5 
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Conclusion – The Fed is expected to stay on hold for all of 2009 in terms of implementing 
monetary policy changes via adjustments of the target federal funds rate but other non-interest 
avenues to support/ease financial market conditions remain open.   The details of the employment 
report are grim and provide ample evidence for proponents of a large fiscal stimulus package to 
revive economic activity.   
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