A powerful force driving
the U.S. economy: You

What do you want to do this weekend? Go to the movies or go out to
dinner? Buy a new book or a new computer? Or are your funds running low? If so, will
you watch TV or surf the "Net?

More depends on how you answer these questions than you might think. For you, the
answers might mean no more than a way to spend a couple of hours with your friends.
But for the U.S. economy, no questions are more important. The way you
spend your money—consumer spending—determines what goods are
produced, what services are performed, and, ultimately, what kinds of
jobs people do.

As you know, you can look at any complex subject in many
different ways. The OOQ usually looks at the economy in terms
of particular occupations. But to project growth for occupa-
tions, economists need to look at how the goods and services
that people buy are related to occupations and then project
how demand for those goods and services might change.
One way to do this is to divide demand into several large
categories. BLS uses four: Personal consumption expen-
ditures, business investment, foreign trade, and govern-
ment expenditures. Of these, personal consumption
expenditures (often called consumer expenditures) is
by far the largest category.

Besides determining how much money is spent in each

of these categories, economists also determine what
particular goods and services were purchased; that is, they
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whether you are a student with a small allowance
or the latest winner of a big lottery—




track where the money went. After they do that, econo-
mists can then determine which industries supplied those
goods and services and what kinds of workers those
industries employ. To project employment for occupa-
tions, economists must ask additional questions. They
must ask how demand for these goods or services will
change in the future—that is, where the money will go.
Then, they must ask if there will be a change in the way
in which goods and services are produced. The answers to
these questions reveal the number of jobs consumer
expenditures will create in different industries. Finally,
analysis of the occupations in each industry enables
economists to project how occupations will grow because
of consumer expenditures. The accompanying box, “How
does BLS determine these statistics?” explains the sources
for the data and gives more information about how the
occupational projections are made.

Where the money went

People buy goods and services. Goods include things that
are expected to last a long time and things that are used
up more quickly. SUVs, computers, and furniture are
typical of the things that last a long time, called durable
goods. Of the things used up more quickly—nondurable
goods—the most obvious category, food and beverages, is
also the largest.

The services category includes the money we spend to
get the goods to us, such as for transportation, and
expenses for running a household or any other task or
assistance that consumers buy. Sometimes the service
accounts for more money than the actual goods that
people buy. For example, in 2000, we spent more than 3
times as much on medical services as we did on drugs
and medicines. Chart 1 shows these and other personal
consumption expenditures for 2000.

Opwerall, personal consumption expenditures grew, on
average, about 3.4 percent a year in the 20 years before
2000. Some categories grew much more rapidly than
others. By far the fastest growth was in personal com-
puters; purchases of these increased more than 50
percent a year between 1990 and 2000. Software pur-
chases also increased sharply, rising more than 40
percent each year in that decade. The greatest increase
among nondurable products was in drugs and medi-
cines, for which spending rose 5.7 percent a year. The
services category as a whole grew only 3 percent
annually over the previous decade, but payments for
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CHART 1 Personal consumption expenditures,
including imports, 2000

(Billions of chained [1996] dollars*)

Personal computers $802.4
Furniture 483.2
New light vehicles 307.3
Other motor vehicles 176.2
and parts
Software| 36.3 Durable goods
[ Nondurable goods
Ophthalmic products| 27.7 Services
Other durable goods 256.1

Food and beverages 1,102.8
Clothing and shoes
Drugs and medicines
Gasoline and motor oil

Tobacco products

Fuel oil and coal

Other nondurable goods

Medical services 1,174.9

Housing 1,070.2

Personal business
services

759.0

Household operation 579.2

Recreation services 408.1

Transportation services 318.5

Other services 488.3

* “Chained” 1996 dollars refers to the chain-weighted method of measuring
GDP growth. It involves making two calculations of growth, using the year itself
and the preceding year as bases. Chain-weighted GDP growth for a given year is
a geometric average of these two growth rates. Chain weighting enables
analysts to examine the actual production of goods and services rather than
their prices.



automobile leases were up 21.2 percent per year and
those for telephone services rose 8.5 percent annually.

Where the money will go

Personal consumption expenditures are projected to
increase 3.5 percent a year between 2000 and 2010, as
shown in chart 2. Durable goods, with an annual average
growth of 5 percent, are projected to be the fastest
growing category, but the rate of growth will be some-
what slower than it has been. Spending for personal
computers will account for much of this growth, al-
though its rate of growth (22.1 percent) is considerably
slower than the frenetic pace of the previous decade.
Purchases of software should also continue to rise faster
than the average for all categories, increasing 7.4 percent
per year.

Spending for nondurable goods is expected to increase
3.6 percent a year, which is close to the average for all
categories. But this is a change from the previous two
decades, when expenditures for these items rose more
slowly than the all-category average. Strong demand for
drugs and medicines is expected to cause nondurable-
goods expenditures to rise 8.5 percent annually, much
faster than the average and faster than they rose in the
previous 20 years. Purchases of drugs and medicines
should go up, in large part, because of increases in the
number of people in the age groups that use the most
medicine.

Services are projected to grow slightly faster than they
did during the past 10 years. But, at 3.1 percent per year,
the growth rate still will be somewhat lower than the all-
category average. In this category, average annual expen-
ditures for telephone services and recreation services are
projected to rise most rapidly, increasing 7.6 percent and
6.0 percent, respectively.

Jobs that consumer expenditures

will create in different industries

As mentioned previously, one step in projecting changes
in occupational employment is to project changes in
industry employment. The industries are grouped in
sectors that are similar to the categories used for the
purchases, such as goods producing and service produc-
ing. This and the next section focus on domestic em-
ployment generated by consumer spending, so the data
reflect only those goods and services produced in the
United States.

CHART 2 Average annual growth in personal
consumption expenditures, including imports,

projected 2000-10

(percent)

Gross domestic product
(GDP)

Personal consumption
expenditures

Personal computers
Software
Furniture

New light vehicles

Other motor vehicles
and parts

Ophthalmic products

Other durable goods

Drugs and medicines
Clothing and shoes
Food and beverages

Gasoline and motor oil

Other nondurable goods
Recreation services

Household operation

Personal business
services

Medical services
Transportation services
Housing

Other services

3.4%

3.5

7.4

5.1

3.5

31

31

5.3

6.0

44

3.2

2.7

24

2.3

3.0

221

Durable goods
[ Nondurable goods
Senvices
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the employment generated from this spending grew at 1.8
percent annually. From 2000 to 2010, BLS projects that
consumer spending on domestically produced goods will
rise even faster than it did in the previous decade, about

Generally, consumer expenditures grow at a faster rate
than employment. For example, consumer spending on
goods and services produced in the United States increased
about 3.3 percent per year between 1990 and 2000, but

How does BLS determine these statistics? ——
L Phase 1

Data on personal consumption expenditures

Consumer spending Tl
(adjusted for imports)
output
3| related to
consumer
Input-output data spending
Projected changes in
consumer demand Domestic
e employment
Analyisis of > related to
. consumer
Changes in technology spending
and other trends in by industry

labor productivity

Total industry
employment

1y

«

The distribution
of jobs within
industries

| Phase 3

Analy;sis of —

Occupational
employment
attributable to
consumer spending
on domestic goods
and services

come from the National Income and Product
Accounts (NIPA), which are prepared by the U.S.
Department of Commerce’s Bureau of Economic
Analysis. Besides personal consumption expendi-
tures, NIPA also measures gross domestic product
(GDP), gross private domestic investment,
government spending, and foreign trade.

The process of determining how future
employment would be affected by consumer
spending can be divided into three stages. The
first stage is determining the relationship of
consumer spending to industry output—that is,
determining what each industry had to produce
for a purchase to be made. Input-output data,
from the Bureau of Economic Analysis, describe
transactions between industries. For example, to
make a computer, a manufacturer needs many
different metals and plastics and glass. This input
for the computer manufacturing industry is an
output for other industries. So, the purchase of a
computer aftects employment in those industries,
as well as in the computer industry itself.

The second stage is analyzing possible changes
in demand and in the ways goods or services are
produced. This allows economists to project what
the employment related to consumer spending
will be for different industries.

The third stage is estimating the future em-
ployment of individual occupations by analyzing
which occupations the industries have used in the
past and projecting which ones they will use in
the future. Data showing which occupations each
industry uses are developed from the Bureau of
Labor Statistics’ (BLS) Occupational Employment
Statistics survey and other sources.
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3.6 percent per year. But employment resulting from this
growth is expected to rise less quickly—1.3 percent a
year—because of increases in productivity.

In the goods-producing sector, consumer expenditures
are expected to increase an average of 5.2 percent a year
between 2000 and 2010, while employment is expected
to decrease an average of 4 percent a year. In fact, em-
ployment in many goods-producing industries will
decline despite an increase in expenditures for their
products. One exception is the construction industry, in
which employment is expected to grow slightly.

Compared with the goods-producing industries, the
service-producing industries are projected to have, on
average, slower growth in expenditures (3.2 percent a
year) but a greater employment increase (1.5 percent a
year). Employment is higher in this sector because
productivity cannot increase quickly; workers are needed
to provide face-to-face services that consumers buy. In
several industries in the services-producing sector, such as
hospitals, education, and retail trade, consumer expendi-
tures generate almost all of the employment currently
and will account for all of the growth in those industries
in the future.

More than three-fourths of the projected consumer-
spending related job growth in the service sector is
concentrated in three subgroups: Business services, health
services, and social services. The business services sector
includes services such as computer and data processing,
personnel supply, advertising, services to buildings, and
miscellaneous equipment rental and leasing. Although
many of these services are not purchased by consumers
directly, they are used to make many of the products
individuals buy. Demand for cars, for example, triggers
employment in advertising firms, temporary staffing
agencies, and numerous other related services. The health
services sector, which has more direct connection to
consumers, includes hospitals, offices of health practitio-
ners, and healthcare services. Social services include
daycare and residential care. Increased demand for
childcare services 1s expected to fuel some of the increase
for these services, while increases in the number of older
people will contribute to growth in both social services
and health services.

How occupations will grow
Overall, about 61 percent of all jobs in 2010 are expected
to be the result of consumer expenditures. Consumer

spending creates jobs in all occupations to some extent,
whereas other components of GDP, such as investment,
have a more restricted effect on occupations.

For occupations, the classification system used difters
from that used for industries. The occupational system
groups all occupations into 10 categories based on job
duties. Chart 3 shows the 2000 consumer-related em-
ployment in these occupational groups and the projected

CHART 3 Consumer-related employment by major
occupational group, 2000 and projected 2010

(thousands of jobs)

1,267
8,241

Management, business
and financial

13,192
17,112

Professional and related
occupations

19,477
23,416

Service

10,992
11,894

Sales and related
occupations

15,078
15,952

Office and administrative
support

Farming, fishing,| 829
and forestry| 823

1,121
1,217

Construction and extraction

3,213
3,485

Installation, maintenance,
and repair

6,252
6,089

Production

Transportation 5,719 2000
and material moving 6,250

2010, projected
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consumer-related employment for 2010.

Between 2000 and 2010, just two major occupational
groups—professional and related occupations and service
occupations—are projected to account for almost 70
percent of the new jobs due to consumer-related em-
ployment. Although these are already the largest occupa-
tional groups, with slightly more than 39 percent of all
consumer-related employment, they are projected to
account for almost 43 percent of all consumer-related
jobs by 2010. While all occupations will have an average

annual rate of change in employment related to con-
sumption expenditure of 1.3 percent, as previously noted,
professional and related occupations will have an average
increase of 2.6 percent a year, and service occupations are
projected to average 1.9-percent annual growth. No
other group will grow as fast as the average, and some
will actually decline in size because of gains in productiv-
ity and despite increased consumer spending because of
gains in productivity.

Although they aren’t projected to grow as fast as jobs

CHART 4 New jobs in occupations with the largest consumer-related employment in 2000,

by number of new jobs projected in 2000-10

(thousands)

Food and beverage servers and related workers
Nursing, psychiatric, and home health aides
Registered nurses

Information and record clerks

Teachers, preschool, kindergarten, and
elementary, middle, and secondary school

Chefs, cooks, and food preparation workers
Cashiers

Retail salespersons

1,090
601
598
584
354
320
312

306

Building cleaning workers

Office clerks, general

Material-moving occupations
Truckdrivers and drivers/sales workers
Top executives

Secretaries and administrative assistants
Sales worker supervisors

Financial clerks

Material recording, scheduling, dispatching,

and distributing occupations, except postal workers

35

29

92

254

211

190

182

181

151
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in professional and related occupations, sales and service
jobs will continue to be created by consumer spending.
In 2010, almost 80 percent of all jobs in service and 78
percent of jobs in sales will be due to consumer spending,
according to projections.

The major occupational groups include almost 350
detailed occupations for which BLS projects employ-
ment. People usually want to know which of these
occupations will grow fastest and which will add the
most new jobs. Charts 4 and 5 show which occupations
have the most job growth related to consumer spending.

CHART 5 Occupations with fastest consumer-
related employment growth, projected 2000-10

(percent)

Computer support specialists and

o 5.7
systems administrators

Computer software engineers 5.6
Semiconductor processors 5.3

Personal and home care aides 5.1

Social and human service

assistants 50

Medical assistants 4.8

Physician assistants 4.7

Medical records and health

information technicians 44

Desktop publishers 4.3

Speech-language pathologists 49
and audiologists '

Teachers, special education 4.2

Physical therapist assistants

and aides 40

Veterinarians 3.9

Systems analysts, computer scientists,
and database administrators
Occupational therapist assistants 3.8
and aides '

39

Mirroring the increased spending on computers, the
three occupations with the fastest projected consumer-
related growth are all computer related: Computer
support specialist and systems administrator, computer
software engineer, and semiconductor processor, an
occupation with relatively few workers. Growth in these
occupations reflects continued expansion of computer
use by consumers. Consumer demand for health care will
lead to fast growth for several medical occupations,
including medical assistants, physician assistants, medical
records and health information technicians, speech-
language pathologists and audiologists, and occupational
therapist assistants and aides.

Consumer demand is expected to create even more
opportunities in occupations with large employment
numbers. Two examples are food and beverage server and
nursing, psychiatric, and home health aide. Because of
consumer demand, these occupations are projected to add
over 300,000 more new jobs than will all the fast-
growing occupations listed in chart 5 combined. The
occupations adding the most jobs come from many
different fields, including medicine, education, and
administrative support. They also represent a broad
spectrum of training and education requirements. Some
of these positions, such as food and beverage server and
building cleaning workers, are available to people with
neither job experience nor special training; others, such
as teacher and registered nurse, require at least 4 years of
education after high school.

It’s not just a purchase, it’s a job

Consumer spending is the major driving force for the
economy. Whenever you buy something or use a service,
you create demand that eventually leads to job growth in
particular occupations. Put all the decisions people make
together, and we end up with a robust, varied economy
that not only can satisfty many different wants and needs
but also offers a wide range of occupations for people in
the labor force.

No matter what you and the millions of other Ameri-
cans decide to do this weekend, the economy will be
watching. And as you and other people switch from one
kind of purchase to another, the economy will change,
creating growth in some occupations and making others
less important.

By the way, whether you go to the movies or not,
enjoy your weekend. o
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