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Nonf ar m payrol | enpl oynent rose by 143,000 in January,
after seasonal adjustnent. This follows a |oss of 156,000
j obs in Decenber (as revised). The unenploynent rate was
5.7 percent in January, down from Decenber but not nuch
different fromthe average jobless rate for |ast year

On a net basis, nore than two-thirds of the January
enpl oyment increase occurred in retail trade, where a job
gain of 101,000 (after seasonal adjustnent) offset a
decline of simlar magnitude in Decenber. Mich of the
over -t he-nonth enpl oynent swi ng was in eating and drinking
establishnments, an industry frequently subject to |large
enpl oynment fluctuations. Several other retail conponents,
not ably departnment stores and m scel |l aneous retailers

(e.g., toy stores), also showed enpl oynent gains over the



nmonth after seasonal adjustnent. In these industries,
hol i day season hiring had been bel ow nornmal. Hence, fewer
workers than normal were let go in January, when nost of
the post-holiday cutbacks usually occur. This resulted in
a seasonal ly adjusted enpl oynent rise.

El sewhere in the service-produci ng sector, enploynent
in services was up by 35,000 in January. Health services
enpl oynent rose by 18,000, close to average nonthly growth
for the industry in 2002. By way of contrast, there was no
job growth in help supply services. Taking a |onger
perspective, enploynent in help supply has trended slowy
downward since last June, after show ng sone signs of
recovery between March and June

Enpl oynment in transportation and public utilities
overall was little changed in January, as a |large job gain
in air transportation was offset by a decrease in
communi cations. The increase in air transportation follows
a decline of simlar size in Decenber; air couriers
accounted for nost of the change in both nonths. Over the
| onger term air transportation enpl oynent has been
trendi ng downward since the begi nning of 2001. The January
decline in comuni cations enpl oynent marks nearly 2 years

of continuous job |losses; the industry has shed 179, 000



jobs since its peak in April 2001, a decline of about 10
per cent .

I n finance, hiring continued in nortgage banking.

Enpl oynent in real estate was little changed over the
mont h, and the job totals in wholesale trade and in
governnent also held fairly steady in January.

In the goods-produci ng sector of the econony,
construction enpl oynment rose by 21,000 in January, with
gains split between heavy construction and special trade
contractors.

Manuf act uri ng enpl oynent edged down by 16, 000,
followwng a large job loss in Decenber. Wthin
manuf act uri ng, enploynent continued to decline in
i ndustrial machinery and el ectrical equipnent, and there
were smal |l | osses anong several other conmponent industries.
There was a sizable job gain of 11,000 in notor vehicles in
January, offsetting a loss fromthe prior nonth. Fewer
auto plants were idled than is typical in the January
survey reference period. Both the manufacturing workweek
and factory overtine edged down by 0.1 hour in January, to

40. 8 hours and 4.1 hours, respectively.

Aver age hourly earnings of private production or

nonsupervi sory workers were unchanged in January at $14.98;



over the past year, average hourly earnings were up by 2.7
percent.

Turning to the data fromour survey of househol ds, the
unenpl oynent rate was 5.7 percent in January, down over the
month but in line with the jobless rate that prevailed for
much of 2002. As previously announced, we inplenented
several changes in our household survey this nonth. These
i nclude the introduction of new questions about race and
Hi spanic ethnicity in accordance with OVB gui deli nes,
benchmar ki ng to new popul ation controls that reflect Census
2000 and updated information on net mgration, the
i ntroduction of new industry and occupati onal
classification systens, and inprovenents to our seasona
adj ust ment procedures. The result of a multi-year effort
by the staff at BLS and our partners at the Census Bureau,
t he changes help to ensure that our househol d survey
provides reliable data that reflect the evolving nature of
the U S. popul ation and | abor market.

Wi | e necessary to keep our data rel evant and
reliable, changes such as these can conplicate conparisons
with earlier periods. This is particularly true for this
mont h and next. Due to the introduction of the new
guestions on race and ethnicity, for exanple, we had to

make a slight nodification to our normal estimation process



for January (discussed in nore detail below). This change
al one makes nost neasures from our househol d survey for
January not strictly conparable to those for Decenber and
earlier nonths. However, for the nost closely watched
measure fromthe household survey, the unenpl oynent rate,
the effect of this change in estimation is very small.

Taking a closer | ook at the inpact of sonme of the
changes, our research indicates that the new questions on
race and ethnicity introduced this nonth also had a
negligible effect on the overall unenploynent rate. The
January jobless rate for Hi spanics or Latinos, however, may
have been sonmewhat higher than it otherw se would have
been. This is due to a revanped question on Hispanic
ethnicity that is nore direct and identifies sone peopl e as
H spanic who previously were not identified as such. This
conclusion is based on data froma special survey conducted
in May 2002; we will conduct additional research to confirm
it.

As for the effects of sone of the other changes to the
survey introduced this nonth, estinmates of the total nunber
of peopl e enpl oyed and unenpl oyed are inpacted, mainly by
the introduction of the new popul ation controls based on
Census 2000 results. The Census 2000- based controls

i ncrease the size of the civilian noninstitutional



popul ati on age 16 and over by nore than 3 nmillion and

t hereby raise the estimted nunber of people enployed and

unenpl oyed. As previously announced, data for the January
2000- Decenber 2002 period were revised to reflect the new

Census 2000- based popul ation control s.

In addition to the new popul ati on controls based on
Census 2000, the Census Bureau recently introduced an
addi tional upward revision to the population that reflects
nore recent information on net mgration. The increase
(+941,000) was added to the January 2003 civilian
noni nstitutional population. The increase in population
rai sed the estimated | evels for the | abor force by about
615, 000, enpl oynment by about 575,000, and unenpl oynent by
about 40,000. However, the overall unenploynent rate,
enpl oynment - popul ation ratio, and other percentages
generally were not noticeably affected by this popul ation
adj ust nent .

Level s (and nost percentages) fromthe househol d
survey in January also are affected by the inability to use
our regular conposite estinmation procedures this nonth (the
tenporary change in nethodol ogy stens fromthe introduction
of the new race and ethnicity questions). This conplicates
conpari sons of |evels between Decenber 2002 and January

2003; indeed, this also will Ilimt our ability to | ook at



changes in |l evel s between January and February next nonth,
since we'll be returning to our nonthly conposite
estimati on procedures for the February data.

Finally, I would note that in January we updated the
met hodol ogy we use for seasonal adjustnent of househol d
survey tinme series data and issued the annual revision of 5
years of seasonally adjusted data.

The upshot of all of this is that discerning changes
i n enpl oynent, unenpl oynent, and other levels fromthe
househol d survey over the Decenber 2002 to February 2003
period is nore conplicated than usual. Fortunately, as I
not ed above, conparisons of the overall unenploynent rate
are not problematic, but it is clear that we will have to
rely even nore heavily on the payroll survey for our
anal ysi s of enploynment change over this period.

Addi tional information about all of these changes and
their inmpact can be found in our Enploynent Situation news
release and in articles that will appear in our Enploynment
and Earnings publication and on our Wb site.

In sunmary, total nonfarm payroll enploynent rose in
January, after seasonal adjustnent. Mich of the increase
was in retail trade, where seasonal |ayoffs were smaller
t han usual. Enpl oynent edged up in construction and

services, and job reductions continued in manufacturing.



The unenpl oynment rate was 5.7 percent, down over the nonth

but inline with figures recorded during nmuch of 2002.



