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Executive Summary

i

n Washington’s economy was a mixed bag in 1999 as it transitioned from three years of exceptionally strong
job growth to more normal labor market and economic expansion, the latter of which was still very re-
spectable. That it took place in the midst of significant downsizing at Boeing was truly remarkable since
never before in Washington’s history have Boeing and the state not moved in tandem. This time, the rest of
the economy was scarcely affected and the resulting momentum carried the state to all-time highs.

n Temporary help services and computer data processing and software, the state’s two leading growth sectors
of 1997-98, continued to build sharply in 1999. Temporary help services employment jumped another 7
percent after essentially doubling since 1990. Employment in computer processing and software, which
includes Microsoft, has more than tripled in the 1990s to 50,000+ in 1999. Gains in social services, fi-
nance, health care, and public and private education round out the top growth industries in 1999, each
generating employment gains for 3,000 or more.

n There has been a significant narrowing of the historical gap between the state and national jobless rates as
Washington has seen healthy job growth, extensive restructuring and efficiency gains in its key sectors,
aggressive use of temporary help, and a shift over time to a more service-based economy. The gap has
narrowed at an accelerated pace in the past several years as healthy job growth coupled with a slower labor
force growth has produced three consecutive years of unemployment below 5 percent in a peacetime
economy—an all-time record.

n Washington’s seasonally adjusted jobless rate averaged 4.8 percent through October 1999, putting it on a
path to match each of the previous two years that individually ranked as the lowest since the “Boeing
Boom” in the late-1960s. This month-to-month picture is consistent with broader annual trends that show
that Washington’s current low rate of joblessness continues to be sustained by a healthy economy and
slower labor force growth.

n Though seasonality, cyclicality, and structural maturity are all present to varying degrees in Washington’s
economy, a key finding is that the shares of seasonal and structurally-mature employment have been subsid-
ing; the former because the economy is diversifying, the latter because the major restructuring activity since
1990 has passed. Restructuring activity, however, may be on the rise again as the state’s aerospace sector
continues to lay off workers. Cyclical employment is up, but that is consistent with the fact that the state
remains on the upside of the current business cycle. The situation could shift, however, as the state and
national economies cool.

n Washington’s labor force is expected to experience progressively lower rates of growth over the course of
the current forecast period, though those rates are still expected to outpace the national norm, as the baby
boom generation hits the traditional retirement age of 65 en masse around 2010.
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n Labor force participation rates in Washington are expected to peak in 2000, then subside through 2020 as
the labor force ages dramatically over the forecast period (labor force participation rates are historically
lower among older labor force participants).

n Washington’s nonagricultural employment is projected to expand at a decreasing rate over the current
forecast period, though those rates are still expected to be higher than the national averages. Services is
projected to be the strongest performer thanks to the computer and software component of business
services while goods-production as a whole is projected to be well below average.

n From an occupational perspective, new job creation is projected to be strongest in the professional, techni-
cal, and services fields in Washington over the current forecast period. Overall, the projected growth rates
for the state’s occupational sectors are consistent with those on the industry side, confirming that the state’s
economy will continue to shift toward services-producing activities.

n Washington’s total personal income was nearly $160 billion in 1998, which translated into 6.7 percent real
growth over the year. This was the strongest rate of real growth seen since 1978 and it also marked five
consecutive years of increasing rates of personal income growth for the state since 1993. It also continues a
pattern of personal income growth rates that emerged in the late 1980s in which the state outpaced the
national average.

n Washington’s per capita income was $28,066 in 1998, translating into over-the-year growth of 5.3
percent in real terms. This was the latest in a string of annually increasing rates of per capita income
growth in Washington since 1993. The state’s per capita income growth rate has exceeded that of the
nation over the past three years, extending its lead over the national average to its highest level since the
latter part of the 1970s.

n Washington’s average covered wage was $33,063 in 1998, reflecting a tremendous 6.6 percent gain in real
terms. This pattern has repeated itself for several years now, enabling Washington to not only close what has
historically been a negative gap with the U.S. since 1985, but to surpass it as well. More importantly, the
current run of strong average covered wage gains could well be signaling a break between the state’s
mature economy and its emerging economy.

n Washington’s real average hourly earnings remained rosy in 1998 with manufacturing, construction, and
trade all continuing to post real gains. This positive picture continued within manufacturing as virtually all
surveyed sectors experienced healthy gains. Additionally, the state’s manufacturing sectors saw their average
weekly hours worked expand in 1998 after contracting in 1997.
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Washington’s economy was a mix
   of pluses and minuses in 1999.

The period marked a transition from
three years of exceptionally strong job
growth to one of more normal labor
market and economic expansion. The
pace, nonetheless, remained very
respectable. That it took place during
a time of significant drawdown by the
state’s largest industrial employer was
truly remarkable. Never before in
Washington’s history have Boeing and
the state not moved in tandem.
Secondary impacts have historically hit
almost immediately both on the
upside and on the downside. This time
around, however, the rest of the
economy hardly blinked and the
resulting momentum carried the state
to all-time highs.

Overall employment growth shifted
during the course of the year from
substantially above to basically
matching the national average (see
Figure 1). A sizable upward blip
occurred early in the third quarter.
However, the annual average for 1999
is expected to come in virtually
unchanged from the cumulative nine-
month year-to-date change of 2.0
percent compared to 4.1 percent in
1997 and 3.3 percent in 1998. The
comparable national average is also
tracking around 2.0 percent, which is
little changed from 1997-98. While
somewhat lower than recent experi-
ence, the current job pace is within
half a percent of the state’s long-run
historic pattern evening out all the
highs and lows over the past 50 years.

Within this setting, unemployment
was virtually unchanged (see Figure
2). Washington’s seasonally adjusted
jobless rate averaged 4.8 percent in
1999—matching each of the previous

two years that individually ranked as
the lowest since the “Boeing Boom” in
the late-1960s. Three consecutive years
of unemployment below 5 percent in a
peacetime economy sets an all-time
record. Only once during the Korean
War of 1951-53 did the state achieve a
similar feat. Certainly, three years of
exceptional job growth is the principal

driving factor. But adding fuel to the
fire has been the birth dearth cohort
of the population that is checking
labor force growth. Also, other
economies across the nation are doing
equally well if not better—cutting in-
migration into the state sharply from
the pattern earlier in the decade.

Labor Market and Economic Developments

Figure 1
Nonagricultural Wage and Salary Employment Growth (Seasonally Adjusted)

Washington and United States, 1996-1999
Source: Employment Security Dept., Office of Financial Mgmt., & BLS

Figure 2
Unemployment Rates (Seasonally Adjusted Quarterly Averages)

Washington and United States, 1996-1999
Source: Employment Security Department, and Bureau of Labor Statistics
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At this point in the business cycle,
it is reasonable to assume that there is
also sharp acceleration taking place in
terms of churning or turnover in the
economy as the active bidding process
for workers intensifies. Employers that
heretofore have had pretty much a
captive work force—fast food outlets,
eating and drinking places, and much
of retailing—are having to scramble
to fill openings. In turn, workers with
skills in high demand are being
actively pursued and actively moving
up either internally or jumping from
employer to employer. Many jobs are
going unfilled, particularly in the high
tech field, for want of qualified
candidates. All this has led to one of
the most active labor markets in
Washington’s history, despite some
slowing in the rate of net new job
creation.

Also significant is the narrowing
taking place recently between the state
and national jobless rates. Historically,
the spread has been as much as four
percentage points—the average in the
1970s was 2.2 percent and in the
1980s was 1.3 percent. Much of this
relates to Washington’s far greater than
average seasonal gyrations that make
for greater extremes in unemployment
in much of the resource-based
economies of the state during the
course of the year. Washington has
also been beset by sharper cyclical
trends. But in the 1990s, the state-to-
national differences have tightened to
within half-a-percentage point of one
another. And there is every reason to
expect that this pattern will continue.

Three factors are essentially
changing the historical relationships.
One is the extensive restructuring and
realignment that has taken place in
many key Washington-based industries,
namely lumber and wood products,
aluminum, paper and allied products,
shipbuilding, and finance. Inefficien-
cies have been weeded out and
employment is far less volatile than in
the past. Some of the “smoothing” in
the broader economy relates to a
second factor: aggressive use of point-

in-time temporary help rather than
“see-saw” permanent hiring. This
represents one of the most dramatic
shifts in internal company staffing
patterns in decades. The overall effect
has been more stable core employ-
ment of the firm with seasonal add-
ons hired as needed from the tempo-
rary help services sector.

This, in turn, is contributing to a
third driver: the structural shift over
time to a more service-based economy.
From three-quarters of the economy in
1980 and 77 percent in 1990, the
services-producing sectors—as
opposed to the goods-producing
sectors—now constitute 81 percent of
Washington’s total employment base.
Growth has been led by what is
commonly called “producer-ser-
vices”—finance, insurance, and real
estate; transportation services; engi-
neering and legal services; and
business services including temporary
help services and computer processing
and software. All these tend to be
more stable elements of the
economy—both seasonally and
cyclically—and each carries signifi-
cant job multipliers as an important
exporter of services from the region.

Certainly, the tightest labor
markets continue to be centered in
the central Puget Sound region.
Unemployment in the Seattle-
Bellevue-Everett PMSA has averaged

roughly 3.5 percent this year despite
the loss of 19,000 jobs in aircraft and
parts. Three years of booming
construction and strong growth in
services and trade continues to propel
the economy. Some of this same
momentum is spreading south into
the neighboring Tacoma PMSA with
equally strong growth in services and
finance, insurance, and real estate
impacting the adjoining Olympia
area. Other notable metro areas
include the Tri-Cities, which turned
the corner economically in 1999, and
Vancouver, which proceeds to march
at a goodly clip.

Still, the Two Washingtons phe-
nomenon continues to grip the state
(see Figure 3). Higher unemployment
and lower job growth characterizes
great portions of the less diverse,
heavily resource-based economies of
the timber-dependent areas and much
of the agricultural-dependent areas of
eastern Washington. Overall jobless
rates in 1999 averaged 7 to 8 percent
compared to 4.8 percent for the state
as a whole. The distribution is not
much different from a year ago
meaning the economies of these areas
are essentially holding their own.
However, the strong seasonal compo-
nent inherent in the economic base of
both regions will continue driving a
spike above the statewide average in
terms of area joblessness.

Figure 3
Regional Unemployment Rates (Percent of Civilian Labor Force)

Washington State, January-September 1999 Average
Source: Employment Security Department
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Virtually all of the current job
growth—aside from normal seasonal
patterns—is coming in nonmanufac-
turing (see Figure 4). The shift from a
manufacturing-driven employment
market began in late-1998 coincident
with the timing of Boeing’s job
turnaround. After adding roughly
1,100 workers a month in the two-
and-a-half years to June 1998,
Washington’s aircraft and parts
industry shed an average of 1,300
workers a month through September
of this year. Employment is down
roughly 19,000. On the other hand,
the rest of manufacturing has shown
little change. Aluminum is off due to a
protracted strike at Kaiser, and lumber
and wood continues trending down.

But offsetting gains have shown up in
machinery and other manufacturing.

Meanwhile, the rest of the economy
has bolted ahead. Both construction
and business services, in fact, picked
up speed coming into 1999 after
tumultuous growth in 1997-98. The
new Mariners stadium and other large
commercial projects certainly figured
importantly in this regard. However, a
booming housing market and ongoing
commercial and industrial develop-
ment in the Puget Sound area basically
set the pace. Job growth in construc-
tion in 1999 was running two to three
times greater than that of the total
economy with no let-up in sight. In
addition, strong gains were posted in
eating and drinking places as working

families and individuals opted to eat
out regularly as real disposable
incomes mounted.

Two leading growth sectors of
1997-98 continued building sharply in
1999 (see Figure 5). Temporary help
services employment in the state
jumped another 7 percent after
essentially doubling since 1990.
Employment varies widely; the annual
average wage is $24,000. Also leading
the pack is computer processing and
software. Employment in this sector
has more than tripled in the 1990s—
going from roughly 15,000 in 1990 to
better than 50,000 in 1999. As a
result, its share of the economy has
mushroomed from a little over half a
percent to roughly 2 percent of total
nonfarm wage and salary employment
in nine years. The ratio of aircraft jobs
to computer services jobs is now less
than 2-to1 compared to 8-to-1 in 1990
and job growth continues in the 7-to-8
percent range at a mean average wage
of $176,000 including stock options.

Gains in social services, finance,
health care, and public and private
education round out the top growth
industries in 1999. Each of these
generated a good 3,000 plus employ-
ment increase with wages ranging
from $16,000 to $46,000 a year. As
construction and the producer services
sectors expanded sharply over the year,
the drag on the economy generated
from the pullback in aircraft and parts
became increasingly isolated. At no
time in history has there been such a
seeming disconnect between the
gyrations in aircraft and parts and the
rest of the economy. In fact, if aircraft
and parts is removed from the equa-
tion, the difference in growth rates
over the past three years is only about
half of one percent: 3.4 percent in
1997, 3.1 percent in 1998, and 2.8
percent in 1999.

In the last go-around of aircraft and
parts layoffs in the early-1990s, total
statewide employment growth skidded
abruptly in the first year. Job growth
on a seasonally adjusted basis dove
from an annualized rate of 6.2 percent

Figure 5
Leading Growth Sectors

Washington State, 3rd Quarter 1998 - 3rd Quarter 1999
Source: Employment Security Department

Figure 4
Manufacturing and Nonmanufacturing Employment Change

Seasonally Adjusted Quarterly Averages (Index IQ1996=100)
Washington State, 1996-1999
Source: Employment Security Department
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in the first quarter of 1990 to less than
one percent in the fourth quarter as
aircraft and parts payrolls fell
initially by 3,000 workers. Com-
pounding the situation at that time
was a national economy that slipped
into recession starting in July. This
time around, the cumulative 15-
month job loss is touching 20,000 yet
the rest of the economy is booming.
The Asian Crisis has turned around
faster than anyone expected, the
national economy continues strong,
and consumer confidence—both
nationally and regionally—is gyrating
around all-time highs.

Adding to performance is record-
breaking output (see Figure 6).
Regional lumber production was up 8
percent cumulative through the third
quarter and all-time high fisheries
catches were recorded in Alaska.
Boeing’s commercial production
peaked in 1999 at a record 640
aircraft and the drive for increased
efficiencies is paying off (see Figure
7). Strong financial performance
returned to the commercial airplane
division in the third quarter after
horrendous losses a year before. Other
drivers of the Washington economy
have taken off as well (see Figure 8).
Sales of office and computing equip-
ment nationally jumped 14 percent in
real terms atop double-digit gains for
six consecutive years. Overall business
fixed investment rose 8 percent.
National housing starts were up an
estimated 5 percent. Export markets
also improved.

Financial conditions of households
were buoyed in 1999 by a combination
of strong earnings growth and sharp
investment appreciation. A soaring
stock market served as a major
contributor. Housing values in many
markets also swelled sharply.
Washington’s median household
income, according to the Census
Bureau, jumped 11 percent in 1998—
the highest of any state in the nation.
While these data are sample-based and
thus subject to a significant margin of
error, the underlying trend in actual

wages paid supports an equally bullish
income picture for the state. Mean
average covered wage growth shot up
strongly in 1998 from 6.6 percent to
7.8 percent—the biggest annual
increase in nearly two decades.

Certainly, the pressure of the labor
markets is the defining element. There

is an exact inverse correlation between
unemployment and wage growth (see
Figure 9). But beyond the generalities
of the economy, the next question has
to do with the distribution of the wage
gains by industry to determine the
principal leaders and laggards. To this
end, employment was grouped by the

Figure 6
Weak Employment Sectors

Washington State
Source: Employment Security Department
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Figure 7
Boeing Aircraft Production

Quarter Unit Output, 1996-1999
Source: The Boeing Company
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Key Drivers of the Washington Economy, 1999
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industry average to give appropriate
weight to the individual industry’s
performance. The results were very
enlightening. In general terms, the
greatest concentration of employment
in the state was in the 4-to-6 percent
range—roughly a million workers—
with lesser numbers reported both
above and below (see Figure 10).

Two significant outliers, however,
pulled the average forward. One
centered in the 10-to-12 percent
range—approximately 270,000
workers—and the other showed up at
20 percent and over—roughly
150,000 workers. The former included
industrial machinery and computer
equipment manufacturing, commer-
cial banking and security brokers, and,
surprisingly, eating and drinking
places. Obviously, high tech manufac-
turing was bidding aggressively for
skilled workers. And the strength of
the economy and, in turn, the stock
market was driving up wages at banks
and brokerage houses. The significant
run up in base wages at eating and
drinking establishments logically
reflected chronic entry-level worker
shortages and the over-the-year hike in
the state’s minimum wage—both from
a very low base.

Looming almost as large was the 20
percent and over category. This outlier
centered entirely in business services
and, more specifically, prepackaged
software. Stock options are included
as part of the prevailing wage base.
And the huge runup in Microsoft stock
propelled the sectoral change. Without
these dynamics, the state’s overall
wage gain for 1998 would have come
in at about 5 percent—still significant
but closer to the 1996-97 average.
Meanwhile, wages of production
workers continued to climb in 1999.
Manufacturing payrolls posted a 2.5
percent year-to-year increase through
the third quarter with construction
and trade up 4.5 percent and 6.0
percent, respectively (see Figure 11).

Nationally, total compensation was
running 3 percent higher a year ago—
not much change from 1997-98—but

Figure 9
Average Covered Wage Growth Rates

Washington State, 1993-1998
Source: Employment Security Department

Figure 10
Average Wage Change Distribution

Employment Grouped by Industry Average
Washington State, 1998
Source: Employment Security Department

Figure 11
Hours and Earnings in Manufacturing, Quarterly Averages

Washington State, 1996-1999
Source: Employment Security Department
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with an acceleration in benefit costs
which were up 2.7 percent over the
year in the third quarter—the highest
in four years (see Figure 12). Strong
productivity growth has basically offset
any protracted wage hikes with the net
result being flat-to-declining overall
price performance in 1999. Consumer
prices nationally were running about 2
percent higher than a year ago (see
Figure 13). The Seattle area index is
up about 3.0 percent.

On balance, the national economy
continues to look good. Growth of real
Gross Domestic Product soared in the
fourth quarter of last year (see Figure
14). The pace eased off in the first
quarter, skidded sharply in the second
quarter, and then rebounded strongly
again in the third quarter. Personal
consumption expenditures rose at a
solid 4.6 percent—down only slightly
from the 5.1 percent growth in the
second quarter. Slower inventory
buildup and a worsening trade deficit
were largely responsible for the second
quarter pullback but proved less of a
drag in July-to-September. Strong
consumer spending and solid gains in
business outlays for plant and equip-
ment have continued propelling the
economy with no end in sight.

A combination of higher-than-
targeted growth and progressively
tighter labor markets, however, caused
the Federal Reserve to shift gears
abruptly starting in June. Gradually
tightening monetary policy replaced a
generally accommodating stance that
had been in place for nearly a year
(see Figure 15). Short-term interest
rates were heightened a quarter
percentage point in three successive
steps as a pre-emptive strike against
inflation. Mortgage rates had already
moved up in the first and second
quarters from lows in late-1998—
from 6.7 percent to 7.2 percent. And
then inched up further to 7.8 percent
in the third quarter. The prime rate
has now shifted from 7.8 percent back
up to 8.5 percent—meaning higher
interest costs to both households and
business from here on out.

Figure 12
Employment Cost Index, Annual Percent Change

United States, 1996-1999
Source: U.S. Bureau of Labor Statistics
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Figure 13
Consumer Price Index, Annual Percent Change

Seattle and United States, 1996-1999
Source: U.S. Bureau of Labor Statistics
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Figure 14
Real Gross Domestic Product Change; % Chg. at Seasonally Adjusted Annual Rates

United States, 1996-1999
Source: U.S. Bureau of Economic Analysis
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The consensus is that the Fed will
stay the course through the balance of
the year. Economic data are likely to
be distorted as businesses adjust to any
potential Y2K problems. Inventories
are expected to rise in the fourth
quarter as a result. Two forward-
looking indicators are showing some
hesitancy after peaking earlier in the
year—the U.S. Consumer Confidence
Index and the Washington Index of
Leading Indicators (see Figures 16
and 17). But both are vacillating
around a very high base and both still
look positive. If the fourth quarter
plays out as expected, 1999 will go
on the books as another year of very
solid economic performance. This
has been truly a remarkable run—for
the state as well as the nation. The
economies of both Washington and
the U.S have now posted an expansion
in terms of duration, depth, and
staying power that is unprecedented
in postwar history.

Figure 15
Interest Rates, Average Quarterly Percentage Points

United States, 1996-1999
Source: Federal Reserve
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Figure 16
Consumer Confidence Index (Index IQ1996=100)

United States, 1996-1999
Source: Conference Board
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Figure 17
Index of Leading Indicators (Index IQ1996=100)

Washington and United States, 1996-1999
Source: Office of the Forecast Council
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State and National
Unemployment Rates

As mentioned, there has been a
significant narrowing of the historical
gap between the state and national
jobless rates (see Figure 18). Histori-
cally, the spread has been as much as
four percentage points, largely due to
Washington’s higher than average
seasonality. Washington has also had
sharper cyclical trends. In the 1990s,
however, the state-nation difference
tightened to within one half of one
percentage point due to extensive
restructuring and efficiency gains in
key Washington industries, aggressive
use of temporary help instead of
permanent hiring, and the shift over
time to a more service-based
economy. Notably, three consecutive
years of unemployment below 5
percent in a peacetime economy is an
all-time Washington record. Only
once during the Korean War (1951-
53) did the state achieve a similar
feat. Three years of healthy job
growth is the principal factor, but

contributing to the situation is the
birth dearth cohort of the population
that is slowing labor force growth.
Furthermore, other economies across
the nation are doing equally well or
better, a factor that has sharply
curtailed in-migration into Washing-
ton compared to the pattern earlier
in the decade.

Washington’s Monthly
Unemployment Rates

Washington’s monthly unemploy-
ment rates were virtually unchanged
when viewed month by month in 1998
and 1999 (see Figure 19). In fact,
Washington’s seasonally adjusted
jobless rate averaged 4.8 percent
through October 1999, putting it on a
path to match each of the previous two
years that individually ranked as the
lowest since the “Boeing Boom” in the
late-1960s. This month-to-month
picture simply serves to buttress the
points made with respect to the
broader annual trend—that
Washington’s current low rate of

Unemployment and Its Dimensions

Figure 18
Annual Average Unemployment Rates

Washington and United States, 1970-1998
Source: Employment Security Department
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Figure 19
Annual Average Unemployment Rates

Washington and U.S., 1970-1998
Source: Employment Security
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joblessness continues to be sustained
by a healthy economy and slower labor
force growth.

Northwest
Unemployment Rates

At 4.8 percent, Washington’s
unemployment rate continued to be
the lowest among the Northwest states
in 1998 (see Figure 20). The spread
narrowed a bit over the year, however,
as Washington’s jobless rate remained
unchanged at 4.8 percent while jobless
rates fell slightly in most of the
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neighboring states. This is not to
suggest that Washington’s employment
picture was faltering when held up
against the region as a whole. It
merely highlights the fact that
Washington’s labor force, number of
employed, and number of unemployed
were rising at the same rate (1.7
percent). Jobless rates in each of the
Northwest states were above the 4.5
percent national average.

Unemployment Rates by
County and Region

Certainly, the tightest labor markets
continue to be most visible in the
central Puget Sound region with those
large, urban counties boasting some of
the lowest jobless rates in the state (see
Figure 21). King, Snohomish, and
Island counties (also known as the
Seattle-Bellevue-Everett PMSA) had
unemployment rates from 3.1 percent
to 3.5 percent. On the other hand,
some of the lowest jobless rates in the
state are also associated with small,

rural, sparsely-populated counties.
Whitman County, for example, had the
lowest unemployment rate in Washing-
ton in 1998 at 2.0 percent. A couple of
other southeast Washington counties
(Asotin and Garfield) also joined it in
that regard. More than a quarter of
Washington’s counties had unemploy-
ment rates that were at least twice the
state average, with Pend Oreille having
the highest unemployment rate in
Washington in 1998 at 12.1 percent.

The Two Washingtons phenomenon
continues unabated when one looks at
unemployment rates regionally (see
Figure 22 on the next page). The
jobless rate for the Puget Sound region
continues to be considerably lower than
that for the balance of the state while
the jobless rate for western Washington
continues to be considerably lower than
that for eastern Washington. Higher
unemployment characterizes great
portions of the less diverse, heavily
resource-based economies of the
timber-dependent areas and much of
the agricultural-dependent areas of
eastern Washington. The distribution is
not much different from a year ago
meaning the economies of these areas
are essentially holding their own.
However, the strong seasonal compo-
nent inherent in the economic base of
both regions will continue driving a
spike above the statewide average in
terms of area joblessness.

Discouraged Workers
The Bureau of Labor Statistics

significantly changed the definition of
discouraged workers starting in 1994.
In the past, individuals were counted
as “discouraged workers” if, for
whatever reason, they felt they could
not find a job and quit searching for
work. Now, the burden of proof is on
the individuals to show that they
actively looked for a job at least once
during the past year or since their last
job and that they were available to
start if one had been offered. As in the
past, all individuals must still ac-
knowledge that they want a job now
and that they did not look for work in

Figure 20
Unemployment Rates

Northwest States and United States, 1998
Source: Employment Security Department & U.S. Bureau of Labor Statistics
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Figure 21
Unemployment Rates by County

Washington State, 1998
Source: Employment Security Department
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the prior four weeks because they (1)
did not believe a job was available in
their line of work or area, (2) had not
been able to find work previously, (3)
lacked the necessary schooling,
training, skills, and experience, (4)
were considered too young or old for
the job or (5) experienced other
forms of discrimination.

The count of discouraged workers
nationally has declined each year
since the new methodology was
introduced (see Figure 23). From an
estimated 500,000 (a benchmark for
the new methodology) in 1994, the
number of discouraged workers has
fallen year after year to 331,000 in
1998. While this represents an annual
rate of decline of nearly 10 percent
from 1994-98, the number of
discouraged workers fell only 3
percent from 1997-98. The latter
decline is consistent with a healthy
national economy that nevertheless is
showing signs of peaking. Against this
backdrop, it is unlikely that the
number of discouraged workers will
decline significantly more.

Figure 22
Unemployment Rates by Region

Washington State, 1998
Source: Employment Security Department & Bureau of Labor Statistics
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Figure 23
Discouraged Workers

United States, 1994-1998
Source: U.S. Department of Labor, Bureau of Labor Statistics
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Seasonality, cyclicality, and
structural maturity are important

to include in any discussion of
employment because they tend to
foster higher than average rates of
unemployment in those industries
where they are present. This is
historically the case in Washington,
where the industry mix relies heavily
on agricultural, natural resource, and
good-producing industries. As a result,
a significant share of workers are
viewed as being at risk of longer and
more frequent episodes of unemploy-
ment, and Washington’s jobless rates
have traditionally been higher and
more volatile than those nationally.

Seasonality reflects regular
monthly swings in economic activity.
These swings produce atypically high
employment or unemployment
depending on the season. Workers in
affected industries are hired at the
start of and released at the end of, for
example, the crop harvest or logging
season, the school year, the summer
tourist or winter ski season, etc.
Complementary and support industries
also tend to be affected.

Cyclicality reflects shifts in the
business cycle. Business cycles tend to
generate disproportionately high
employment or unemployment
depending on where an economy is in
the cycle, namely whether it is in
expansion or contraction. Turning
points in the cycle are brought about
by factors that influence supply and
demand. For example, recessionary
pressures are often brought to bear by
softening demand that squeezes
revenue and forces cost-cutting which,
in turn, increases the likelihood of
payroll reductions.

Structural maturity reflects long-
range upward shifts in productivity.
Shifts of this nature typically result in
unemployment as affected firms
introduce new equipment, processes,
and technology to heighten their
competitive positions and overall
productivity, and replace jobs as those
gains are realized. Structural pressures
are also brought to bear by shifts in
consumer buying patterns.

How Is It Triggered?
In 1986, the state legislature’s Joint

Select Committee on Unemployment
Insurance and Compensation devel-
oped criteria for identifying seasonal,
cyclical, and structural industries. The
criteria were applied to three-digit
Standard Industrial Classification code
private covered employment data from
the Employment Security Department.
While the formulas are virtually
unchanged, the observation period has
been moved from 1976-84 to 1982-90
to more accurately reflect the state’s
current employment composition as

well as to measure the state’s job
performance during the most recent
national economic recession.

An industry was classified as
seasonal if its highest to lowest
monthly employment varied 18.9
percent or more from its annual
average estimate using 1993 as the
reference year. Cyclicality was ac-
knowledged if an industry’s highest to
lowest annual average employment
varied 24 percent or more from the
midpoint trend line from 1982-90.
This formula was run in addition to
the official threshold of 37.8 percent
from the midpoint trend line from
1976-84 to capture the aircraft and
parts sector, whose degree of
cyclicality fell from an initial 37.8
percent to 24.0 percent from the
1976-84 business cycle to the 1982-90
business cycle. Structural industries
were identified as Type 1 if employ-
ment decreased 10 percent or more
from the pre-recession peak in 1990
or Type 2 if the loss was less than 10
percent from the 1990 peak.

Seasonal, Cyclical, and Structural Employment

Figure 24
Seasonal Private Covered Employment

Washington State, 1988-1998
Source: Employment Security Department
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Seasonal Industries
Washington had 137 three-digit SIC

coded industries designated as
seasonal in 1998. Those 137 sectors
translated into 438,614 workers who,
in turn, represented just over one-fifth
of the state’s total private covered
employment in 1998.

As expected, private covered employ-
ment encompassed by Washington’s
seasonal industries has fluctuated over
time (see Figure 24 on the previous
page). The most recent data, however,
show that total private covered seasonal
employment in Washington fell nearly
13 percent in 1998. Of course, this
does not always translate into lessening
seasonality. After all, the state’s overall
employment base could have been
contracting as well. That was not the
case in 1998, however, as seasonality as
a share of total private covered employ-
ment fell nearly four percentage points
to roughly 20 percent. Altogether, this
suggests that Washington’s economy did
indeed become less seasonal in 1998.

Washington’s economy may have
become less seasonal in 1998, but the
ranking of the largest 3-digit SIC coded
seasonal industries remained essen-
tially the same (see Figure 25). The
list included department stores,

miscellaneous shopping goods stores,
and family clothing stores, all of
which do a lot of summer and holiday-
related hiring. Agriculture-related
sectors, namely preserved fruits and
vegetables and berry crops made the
list reflecting harvest cycles. Fruits and
tree nuts did not make the list in 1998
due to poor market conditions that
negated the hiring that normally takes
place. Amusement and recreation
services and hotels and motels
appeared on the list due to swings
generated by summer and winter
activities. Construction in all forms—
residential, heavy, and special trade—
also appeared thanks to their weather-
regulated activities as did landscaping
and horticultural services, which tends
to follow construction.

Perhaps most noteworthy is the fact
that personnel supply services (largely
consisting of temporary workers) fell
off the list. This sector has tradition-
ally been driven by summer and
holiday-related hiring. It still is, but
that aspect of the industry has been
more than offset by its ever-increasing
role as a provider of year-round, non-
seasonal hires as well. This shift has
been pervasive to the extent that
traditional seasonal gyrations have

been muted by the overall stability of
hiring over the year.

Cyclical Industries
Under the official 37.8 percent

variance threshold, Washington had
129 three-digit SIC coded industries
and nearly 302,335 workers identified
as cyclical in 1998 which accounted
for 14 percent of the state’s total
private covered employment. Though
private covered cyclical employment
has grown each year from 1988-98—
no surprise given that the state has
been on the upside of the business
cycle—its share of total private
covered employment has remained
relatively fixed over the same period at
between 13 percent and 14 percent.

Under the “adjusted” 24 percent
variance threshold, Washington’s
economy had 198 three-digit SIC code
sectors and 656,059 workers identified
as cyclical in 1998, which translated
into 30.5 percent of the state’s total
private covered employment.

One indication that some cyclicality
is being washed out of Washington’s
economy is the fact that aircraft and
parts employment—often cited as a
key example of a cyclical sector—
varied only 24 percent from its
midpoint trend line during the 1982-
90 business cycle compared to 38
percent during the 1976-82 cycle.
That, of course, may change when
1999 data are available. In other
words, aerospace employment did not
swing or fluctuate as widely as it used
to. It was less cyclical.

A list of the largest three-digit SIC
coded cyclical industries at that 38
percent threshold in 1998 is topped by
miscellaneous business services which,
though a catch-all for business
services, is heavily skewed toward
security services (see Figure 26).
Security services have become a fast-
growing part of the economy thanks to
our security-conscious society. It has
become an equally fast growing part of
business services since most firms
outsource this function. Accounting,
auditing and bookkeeping, manage-

Figure 25
Largest Seasonal Industries

Washington State, 1998
Source: Employment Security Department
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ment and public relations, and
sanitary services are other business-
related functions that are also tradi-
tionally outsourced and which have
also grown during this current
expansion period. The list also
includes a number of interest rate-
sensitive sectors like mortgage bankers
and brokers, savings institutions,
engineering and architectural services,
research and testing. Also included are
wholesale trade sectors like machin-
ery, equipment and supplies and
professional and commercial equip-
ment which are also interest rate
sensitive. The absence of aircraft and
parts from this list is not an oversight;
it does not appear on the “official”

list, which uses 37.8 percent employ-
ment variance as a threshold. It would,
however, top the list that uses 24
percent as its threshold.

Structurally Mature Industries
Washington had 116 three-digit SIC

coded industries classified as structur-
ally mature in 1998 and those 116
sectors employed nearly 355,422
private covered workers. Remember
there are two distinct categories of
restructuring—Type 1 and Type 2.
Type 1 (employment decline of less
than 10 percent) captured 85 sectors
and 124,395 private covered workers,
while Type 2 (employment decline of
10 percent or more) captured 31

sectors and 231,027 workers. Clearly,
Type 1 was more diverse industrially
than Type 2 as evidenced by its having
encompassed more than twice as many
industry sectors. Type 2, however,
encompassed a greater number of
private covered workers than Type 1
despite having half the sectors.

The trend for structurally mature
industries in Washington has been one
of relative decline since the economic
recession in 1991 (see Figure 27).
This is consistent with what one
should expect with respect to restruc-
turing industries; the employment
level after restructuring should be
lower even against the backdrop of the
state’s overall employment growth. For
all intents and purposes, however,
employment declines in the state’s
structurally mature industries essen-
tially played out in 1995, with the
trend being pretty flat since. Indeed, it
declined only 0.2 percent in 1998.
Moreover, a distinct divergence
between Type 1 and Type 2 structural
employment trends emerged in 1998.
Type 1 structural employment rose 9.5
percent while Type 2 structural
employment fell 4.7 percent. This
suggests that industry restructuring of
greater magnitude (10 percent or
more) played out more prominently
than that of more modest proportions
(less than 10 percent) where aggregate
employment growth for the combined
sectors eclipsed the losses.

One point that bears repeating is
that there is considerable overlap
between industries categorized as
structurally-mature and cyclical. What
results is an employment pattern in
which the former generally resembles
the latter. However, the greater
presence of nonmanufacturing
industries in the structurally-mature
category produces a much smoother
employment trend with less severe
peaks and troughs. Nevertheless,
1990 was still the peak for the
structurally-mature category and
employment among the sectors
classified as such has declined at

Figure 26
Largest Seasonal Industries

Washington State, 1998
Source: Employment Security Department
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Figure 27
Structurally Mature Private Covered Employment

Washington State, 1991-1998
Source: Employment Security Department
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annual rates of 2.5 percent or more
in the proceeding five years.

The list of the largest structurally
maturing sectors in Washington in
terms of covered employment has not
changed much over the decade (see
Figure 28). Not surprisingly, the listing
of the largest three-digit SIC coded
structurally-mature industries is

topped by aircraft and parts, a sector
that was very definitely affected by
restructuring in the early 1990s and
which is undergoing similar restructur-
ing currently. Several other industries
typically associated with restructuring
also appear on the list. Trucking has
been restructuring in the wake of
deregulation. Commercial banks and

insurance have been consolidating
nationally as well as regionally
throughout the 1990s. Much has been
reported on restructuring in the forest
products industry as reflected in the
presence of logging; sawmills and
planing mills; millwork, plywood and
structural members; and paper mills.
Other major manufacturing sectors
whose restructuring activities are well
documented include ship and boat
building and repairing, newspapers,
and primary nonferrous metals
(chiefly aluminum). Specialty drug
stores have faced increased competi-
tion from “big box” retailers (soon to
be joined by Internet players), ac-
counting for their presence on the list.

Regional Patterns
Every Washington county had some

degree of seasonal, cyclical, and
structural covered employment in
1998. As a general rule, though, the
highest shares of the three factors can
be found in the small, non-metro
counties with resource-based econo-
mies. The larger metropolitan coun-
ties, however strong their resource-
based employment might be, tend to
have more diversified economies that
dilute or offset the seasonal, cyclical,
and structural components.

Seasonality. The degree of season-
ality among Washington counties in
1998 ranged from a low of 15 percent
in King County to a high of 62 percent
in Columbia County (see Figure 29).
Not surprisingly, the highest degrees of
seasonality—those constituting at least
one-third of an area’s covered employ-
ment—were found in roughly a third
of Washington’s counties, most of
them agriculture-based counties in
central and eastern Washington. At the
highest end, for example, Adams,
Douglas, Grant, and Okanogan
counties had at least half of their
respective covered employment bases
classified in seasonal industries.

Areas with seasonal employment
shares above the roughly 19 percent
state average and reaching as high as
33 percent included a mix of counties

Figure 28
Largest Structural Industries

Washington State, 1998
Source: Employment Security Department
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Figure 29
Seasonal Jobs as a Share of Total Private Covered Employment

Washington State, 1998
Source: Employment Security Department
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with agriculture-based and forest
products-based economies. This
essentially accounted for the balance
of non-metropolitan counties in
central and eastern Washington as well
as most of the non-metropolitan
counties in western Washington.

Generally speaking, Washington’s
metropolitan areas were among the

counties with the lowest shares of
seasonal employment. King County, as
noted, had the lowest seasonal share
in the state. Snohomish and Spokane
counties followed right after King. It is
worth noting, however, that even
metropolitan counties like Clark,
Pierce, Kitsap, Thurston, and Whatcom

found around a fifth of their covered
employment in seasonal industries.

Cyclicality. Cyclicality was less
present in Washington counties than
either seasonality or structural
maturity (see Figure 30). The degree
of cyclicality among Washington
counties ranged from a low of 3.9
percent in Ferry County to a high of
30.5 percent in Benton County.
Immediately following Benton
County were Garfield and Lincoln
counties with cyclical shares of 25.5
percent and 23.0 percent, respec-
tively. Nevertheless, few geographic
or industrial patterns seem to stand
out. It should be noted, however,
that the larger metropolitan areas
appeared to have driven the 14
percent state average.

Structural-Maturity. Like seasonal-
ity, structural maturation left its mark
on Washington counties in 1998 (see
Figure 31). In terms of share of total
private covered employment, the
impact ranged from a low of 8.0
percent in Benton County to a high of
46.6 percent in Wahkiakum County.
The most impacted counties—those
with structural shares of 20 percent or
more—were largely in the northeast,
southwest and Olympic Peninsula
regions of the state. That is, they
tended to be smaller, rural and natural
resource-dependent. This is consistent
with the makeup of many of the
industries that have experienced
restructuring since 1990. At the same
time, structural maturity was more
present at the lower end than was
either seasonality or cyclicality. This
reveals the more random or haphazard
nature of structural maturity, which
strikes firms and industries in a less
than predictable fashion.

Figure 30
Cyclical Jobs as a Share of Total Private Covered Employment

Washington State, 1998
Source: Employment Security Department

Figure 31
Structural Jobs as a Share of Total Private Covered Employment

Washington State, 1998
Source: Employment Security Department
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Labor Force Forecast
The long-term forecast for

Washington’s labor force (those 16
years of age and older who are either
working or actively looking for work)
is expected to be characterized by
progressively lower annual rates of
growth (see Figure 32). For example,
grow is projected at an annual rate of

1.6 percent for the coming decade of
2000-2010. That rate, while higher
than that of the nation, is consider-
ably lower than the 2.1 percent
annual rate anticipated once the
current decade of 1990-2000 is done.
The state’s labor force growth rate for
1990-2000 is, in turn, expected to be
lower than that in either of the two

decades preceding it. These are some
of the lowest growth rates in the
modern era, though they still outpace
the national norm. Continued in-
migration will supply prospective new
workers needed to boost the state’s
trend above the national average.
Broader demographic shifts, however,
will put a damper on overall state
and national labor force growth rates
as the baby boom generation hits the
traditional retirement age of 65 en
masse around 2010.

Labor force participation rates in
Washington are, likewise, projected to
peak in 2000 at 72 percent and then
gradually subside over the balance of
the forecast period, ending up at
around 68 percent by 2020 (see Figure
33). The changing age structure of the
population and, by extension, labor
force is expected to be the driving
force behind diminishing labor force
participation rates. Simply put, the
labor force is going to age dramati-
cally over the forecast period and
labor force participation rates are
historically lower among older labor
force participants.

Washington’s labor force is also
expected to become more racially
diverse over the long-term forecast
period (see Figure 34). Non-whites are
projected to increase their share of the
state’s labor force from 8.5 percent in
1990 to 14.7 percent in 2020.
Conversely, the white share of the
state’s labor force is expected to fall
from 91.5 percent in 1990 to 85.3
percent in 2020. These gains in labor
force share will be evident among all
non-white groups. However, the
greatest growth is projected to come
among Asians and Hispanics. This is
because the populations of those two

Labor Force and Employment Projections

Figure 32
Labor Force Growth Rates, Actual and Projected

Washington State, 1950-2020
Source: Employment Security Department & Office of Financial Mgmt.
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Figure 33
Labor Force Participation Rates, Actual and Projected

Washington State, 1970-2020
Source: Employment Security Department & Office of Financial Mgmt.
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groups in particular are expected to
increase the fastest in Washington and
their populations will be younger than
that of whites, which is more condu-
cive to labor force participation.

Nonfarm Employment
Forecast

Washington’s nonagricultural
employment base is projected to grow
at an annual rate of 1.5 percent from
1996-2020. This is a rather sharp
departure from the 2.0 percent annual
growth anticipated from 1996-2000,
reflecting what is expected to be the
state’s declining rate of nonfarm
employment growth after the turn of
the millennium and continuing
through 2020 (see Figure 35). In fact,
in the final decade of the forecast
period (2010-2020), nonfarm employ-
ment growth is expected to be less
than 1 percent per annum. The bottom
line, however, is that the key term is
still growth. Though the projection
reflects a slowing trend, it still
translates into more than 1 million net
new jobs over the forecast period.
Also, the rates of growth are expected
to be higher than the national average.

Industry Forecast
The long-term nonfarm industry

forecast for Washington reveals some
of the variance in growth rates that
gets lost in the aggregate nonfarm
employment forecast (see Figure 36).

Starting with Washington’s goods-
producing sectors (mining, construc-
tion and manufacturing), employment
is expected to continue posting net
positive growth over the 1996-2020
period, though at rates well shy of the
average for total nonfarm employment.
Manufacturing is projected to see
especially modest annual growth of 0.4
percent over the period. Construction
and mining are expected to fare little
better at 1.0 percent and 0.2 percent,
respectively. This modest growth,
coupled with more vigorous growth on
the services-producing side, should
result in the goods-producing sectors
giving up over three and a half percent-

Figure 34
Labor Force Composition by Race

Washington State, 1990-2020
Source: Employment Security Department & Office of Financial Mgmt.
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Figure 35
Nonagricultural Employment Growth Rates

Washington State, 1996-2020
Source: Employment Security Department & Office of Financial Mgmt.
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Figure 36
Nonagricultural Employment Growth Rates by Major Industry

Washington State, 1996-2020
Source: Employment Security Department & Office of Financial Mgmt.
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age points to the services-producing
sectors to end up with nearly 16
percent of total nonfarm employment.

When distilled further, the antici-
pated modest gains in Washington’s
manufacturing sector in fact reveal a
distinct set of projected “winners” and
“losers” over the 1996-2010 period in
terms of annual growth rates. Among
the more prominent “winners” are
expected to be miscellaneous manufac-
turing (+2.9 percent), electronic and
electrical equipment (+2.8 percent),
industrial machinery and equipment
(+0.7 percent), and fabricated metals
(+0.7 percent). Among the more
prominent “losers” is expected to be
ship and boat building and repairing
(-0.9 percent), food and kindred
products (-0.2 percent) primary metals
(-0.1 percent), lumber and wood
products (-0.1 percent), and paper and
allied products (-0.1 percent).

Also anticipated in Washington’s
1996-2020 forecast is something of a
shift. Retailing is expected to expand
at about the state average of 1.4
percent. However, most of the major
retail subsectors (food stores, general
merchandise stores, building and
garden supply stores, apparel and
accessory stores, auto dealers and
service stations) are expected to climb
only 0.8 percent to 1.0 percent per
year. This is a considerable shift from
the previous year’s forecast when those
subsectors fell into lock step with the
overall retail trade average. Ultimately,
employment growth in retail trade is
expected to be led by eating and
drinking places, which is forecast to
expand at 2.0 percent per annum over
the period.

The outlook for Washington’s
services sector is much more vibrant.
Between 1996 and 2020, services is
projected to expand at a relatively
robust annual rate of 2.3 percent—
almost a full percentage point above
the state average. Business services
generally and computer and data
processing (which includes prepack-
aged software) specifically will be the
undisputed drivers of the sector with

anticipated annual growth rates of 3.9
percent and 6.5 percent, respectively.
Social services should also expand at a
healthy annual rate of 2.9 percent.
Health services (2.3 percent) is also
expected to contribute to the sector’s
anticipated strong gains. With the
exception of those sectors, other
services are expected to perform at
below average rates. One interesting,
though not necessarily surprising,
observation is that almost half of the
net new jobs in this forecast period
will be in the services sector. As a
result, services should see its share of
total nonfarm employment climb
almost six percentage points to more
than 32 percent.

Government will also see some
shifts. Federal government employ-
ment is expected to decline at 0.1
percent per annum from 1996-2020,
despite the consolidation of military
activity that would appear to favor
Washington. State government
employment is expected to grow at a
less than average annual rate of 1.5
percent while local government
employment growth is also projected
to be at 1.5 percent.

Occupational Forecast
Short-term projections for

Washington’s major occupational
divisions from 1998-2008 show that at
an annual rate of 2.3 percent, the

professional, paraprofessional, and
technical grouping is expected to be
the most vibrant occupational growth
sector in the state (see Figure 37).
Strong growth is also anticipated in
managerial and administrative occupa-
tions and service occupations at 2.0
percent and 2.1 percent, respectively.
None of the state’s occupational
divisions is projecting net negative
change; however, agriculture, forestry
and fishing and clerical are expecting
relatively modest annual growth of 0.3
percent and 0.9 percent, respectively.
These projected occupational growth
rates are consistent with those seen on
the industry employment side; namely,
that the state’s economy is continuing
to shift toward services-producing
activities.

The fastest growing occupations can
be viewed in terms of growth rates and
nominal growth (see Figures 38 and
39). By way of growth rates, computer-
related occupations were the most
visibly represented among the occupa-
tions projected to be the fastest
growing in Washington from 1998-
2008. This is not terribly surprising.
More specifically, computer scientists,
computer engineers, database adminis-
trators, and systems analysts are
projected to post the highest growth
rates at 6 percent per year and higher.
Health-care related occupations were
also well represented among the

Figure 37
Occupational Employment Projections, Annual Rates

Washington State, 1998-2008
Source: Employment Security Department
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occupations expected to be the fastest
growing over the 10-year forecast
period, with home care aides, thera-
pists, medical assistants, medical
records technicians and emergency
medical technicians topping the list.

When we examine the jobs with the
largest nominal growth over the 1998-
2008 period, things change a bit.
Though most of the same computer-
related occupations make this list as
well, it is dominated by retail and
service occupations such as salesper-
sons, cashiers, clerks, janitors and
cleaners, food service workers, and
waiters and waitresses. Teachers and
teachers aides at the K-12 level are
also projected to be in great demand.
The greatest health care demand in
absolute terms is expected to be for
registered nurses.

An assessment of declining
occupations in Washington over the
1998-2008 period reveals few
surprises (see Figures 40 and 41 on
the next page). Office operations-
related workers as a group are
expected to show the greatest rate of
decline. This group is also on the list
of occupations with the greatest
number of replacement jobs. Natural
resource related occupations are also
projected to contract at a higher than
average rate of decline because of
technological changes, market shifts,
and changing business practices.
Child care workers operating in
private households revealed a rather
significant decline in its base. The list
of fastest declining occupations in
terms of absolute number of jobs lost
is not altogether different from that
reflecting occupations expected to
post the greatest rate of decline.

Figure 38
Fastest Growing Occupations, Annual Percent Change
(Based on 1998 Employment of 3,000 or more)

Washington State, 1998-2008
Source: Employment Security Department
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Figure 39
Fastest Growing Occupations, Nominal Change

Washington State, 1998-2008
Source: Employment Security Department
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Figure 40
Fastest Declining Occupations, Percent Change
(Based on 1998 Employment of 3,000 or more)

Washington State, 1998-2008
Source: Employment Security Department
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Figure 41
Fastest Declining Occupations, Nominal Change

Washington State, 1998-2008
Source: Employment Security Department

launnA
lanimoN tnecreP

eltiTlanoitapuccO 8991 8002 egnahC egnahC

larehpirePtpecxE,srotarepOretupmoC 383,4 090,3 392,1- %4.3-
gnissecorPdroWgnidulcnI,stsipyT 273,21 621,11 642,1- %1.1-

noisicerP,srelbmessAlarutcurtStfarcriA 990,5 064,4 936- %3.1-
noisicerP,sredarG/sretseT/srotcepsnI 151,5 735,4 416- %3.1-

srekroWytilibigilEerafleW 712,2 996,1 815- %6.2-
sporCrebiFdnadooF,srekroWmraF 467,14 062,14 405- %1.0-

CEN,srotarepOenihcaMeciffO 691,1 507 194- %1.5-
srotarepOtnempiuqEPDElarehpireP 617 482 234- %8.8-

srotarepOeciffOlartneC 868 834 034- %6.6-
tnemraG,srotarepOenihcaMgniweS 810,4 076,3 843- %9.0-

skrelCgnitidepxE/gninnalP/noitcudorP 700,6 886,5 913- %5.0-
skrelClacitsitatS 951,2 468,1 592- %5.1-

slaminAhcnaR/mraF,srekroWmraF 055,5 092,5 062- %5.0-



21

Personal Income

       ersonal income measures the
 pre-tax income received by or on

behalf of the residents of a geographic
area (e.g., region, state, county).
Consequently, it is one measure used
to assess economic stability and
change in an area and to compare
areas against one another. This is
different from gross domestic product
(GDP) which applies to the U.S.
economy or gross state product (GSP)
which applies to the state and mea-
sures the value of all goods and
services produced.

Personal income data are compiled
by the U.S. Department of Commerce,
Bureau of Economic Analysis. It is the
total income received by persons from
all sources: (1) wages and salaries,
(2) proprietors’ income, (3) divi-
dends, interest and rent, (4) govern-
ment transfer payments and (5) other
labor income. Adjustments are made
for contributions to social insurance
and for differences between place of
work and residence.

State. Washington’s total personal
income was nearly $160 billion in
1998, which translated into 6.7
percent growth over the year in real
terms. This was even stronger than was
seen in the two years prior, marking
the third consecutive year that the
state’s rate of personal income growth
rose at an increasing rate. It was also
the third consecutive year that state
personal income growth outpaced
national personal income growth.
Moreover, Washington’s strong
personal income growth put it in
rather select company vis-à-vis other
states. Only Colorado (8.9 percent),
Arizona (7.9 percent), and Texas (7.6

percent) posted higher year-over-year
growth rates than Washington.

Over the 1970-98 observation
period, the state’s total personal
income increased (with the exception
of a small real decline in 1982) at an
annual rate of 3.9 percent in real
terms (see Figure 42). U.S. total
personal income, by comparison, rose

Income, Earnings, and Wages

at a less robust annual rate of 3.0
percent in real terms.

Looking at state and national total
personal income from a slightly
different angle, Washington’s 1998
increase marked the latest in a pattern
of higher-than-average annual rates of
growth compared to the U.S., a trend
begun in the latter half of the 1980s.

Figure 42
Total Personal Income (in millions of dollars)

Washington State, 1970-1998
Source: U.S. Bureau of Economic Analysis
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Figure 43
Derivation of Personal Income (in thousands of dollars)

Washington State, 1997-1998
Source: U.S. Bureau of Economic Analysis
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This enabled Washington to lift its
share of total personal income nation-
ally from 1.9 percent to 2.2 percent
over the last decade. In fact, 2.2 percent
is the largest share of the national total
the state has ever commanded.

As noteworthy as the 6.7 percent real
growth in Washington’s total personal
income were the dynamics of that
growth as captured by activity in the
components by which it is derived (see
Figure 43 on the previous page).
Inasmuch as the more than $116
billion in net earnings by place of
work constituted nearly three-quarters
of the state’s total personal income in
1998, what takes place within this
component has a considerable impact
on personal income as a whole. In
1998, earnings by place of work
climbed a healthy 9.6 percent and
effectively set the pace for similarly
healthy personal income growth. The
$26.5 billion in dividends, interest and
rent (17 percent of total personal
income) represented a 3.0 percent over-
the-year increase, the result of a strong
stock market and stable bond market.
Interestingly, it was the $23.2 billion in
transfer payments (15 percent of total
personal income) that acted as a drag
on state personal income growth by
declining 1.0 percent. The modest
growth in transfer payments was tied to
over-the-year reductions in income
maintenance benefit payments, unem-
ployment insurance, and federal
education and training assistance
payments in the wake of a strong state
economy and WorkFirst initiatives.

As noted, strong growth in earn-
ings by place of work set the pace for
similarly strong growth in total
personal income. Likewise, the
impressive 10.3 percent growth in
wages and salaries (which makes up
more than 80 percent of earnings by
place of work) in Washington in
1998 established the pattern for
similarly strong growth in earnings by
place of work. By comparison,
proprietors’ income and other labor
income rose 7.6 percent and 5.2
percent, respectively.

Counties. An analysis of total
personal income in 1997 (there is a
one-year lag between state and sub-
state data) for Washington’s 39
counties revealed few surprises (see
Figures 44 and 45). As expected, the
state’s larger metropolitan counties
topped the list in terms of absolute
dollars while its smaller, non-
metropolitan counties were concen-

trated at the bottom. This is merely
illustrative of the intractable relation-
ship between population and employ-
ment, on one hand, and personal
income, on the other.

It has become increasingly clear,
however, that the total personal
income gap between metropolitan
counties and non-metropolitan
counties is continuing to widen. In

Figure 44
Total Personal Income, Selected Counties (in millions of dollars)

Washington State, 1996 and 1997
Source: U.S. Bureau of Economic Analysis
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Figure 45
Total Personal Income by County (in millions of dollars)

Washington State, 1997
Source: U.S. Bureau of Economic Analysis
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1997, for example, the state’s metro-
politan counties represented 87
percent of the state’s total personal
income (compared to 80 percent in
1996). King County alone accounted
for more than 40 percent of the state
total (compared to 35 percent in
1996). This disparity also emerged
when viewed as averages. For instance,
the mean average for total personal
income among Washington’s counties
in 1997 was $3.8 billion compared to
a median average of less than $900
million. Even after King County was
excluded, the mean average was $2.3
billion while the median barely
moved. This extended further to
personal income in a metropolitan
versus non-metropolitan context as
metropolitan counties had a mean
average of $12.7 billion ($7.4 billion
when King County was excluded)
compared to $741 million for non-
metropolitan counties.

To underscore the tremendous
extremes in total personal income
among Washington counties, there is
the previously cited example of King
County with total personal income of
more than $60 billion (highest) versus
Garfield County with total personal
income of less than $48 million
(lowest). Garfield’s total personal
income measured less than one-tenth
of one percent (0.078 percent) of that
in King County.

It is, of course, the rate of total
personal income growth that enables
us to examine changes among
counties. One observation was that
western Washington metropolitan
areas posted higher year-over-year
personal income growth rates than
their eastern Washington counter-
parts. The “star performer” among
the metro areas was Clark County
with a 10.3 percent gain. The Tri-
Cities, with only 2.6 percent growth,
registered the slowest personal
income growth among the metropoli-
tan areas. While this seemed to
provide further evidence of the Two
Washingtons phenomenon, it was not
iron clad. For example, two eastern

Washington grain counties, Lincoln
and Whitman, and two southeast
Washington counties, Columbia and
Garfield, joined Clark with the
highest rates of personal income
growth in Washington.

Northwest. Among the northwest
states, Washington had far and away
the highest total personal income at
nearly $160 billion (see Figure 46).
Oregon’s personal income, though
the second highest in the region, was
only a little more than half of
Washington’s. Idaho, Montana, and
Alaska each generated personal
income totals that were less than one-
sixth of Washington’s. It was also
Washington that led the region in
personal income growth over the year
with a non-adjusted increase of 7.5
percent. It was also the only North-
west state that outpaced the nation’s
5.7 percent rate of total personal
income growth.

Per Capita Income
Per capita personal income is

another measure of economic
performance and change. More
importantly, it provides a basis for
comparing otherwise disparate
geographic and populated areas than
the total personal income estimate
from which it is derived.

State. Washington’s per capita
income was $28,066 in 1998, translat-
ing into over-the-year growth of 5.3
percent in real terms. This represents
five consecutive years of increasing
rates of per capita income growth in
Washington. In fact, the past three
years of per capita income growth
rates were stronger in Washington than
they were nationally. As a result,
Washington’s per capita income level
rose to 106 percent of the U.S. average
in 1998.

The strong per capita income
growth trend displayed by Washington

Figure 46
Total Personal Income (in millions of dollars)

Northwest States and United States, 1997 and 1998
Source: U.S. Bureau of Economic Analysis
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Figure 47
Per Capita Personal Income

Washington State, 1970-1998
Source: U.S. Bureau of Economic Analysis
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of late has not been an historical
constant. Over the 1970-98 observa-
tion period, Washington’s per capita
income progressed in cyclical fashion
at an annual rate of 2.0 percent in real
terms (see Figure 47 on the previous
page). U.S. per capita income, by
comparison, virtually matched
Washington’s overall outcome or
performance with 1.9 percent growth
in real terms. The big difference
between the two over the long term is
that U.S. per capita income has
generally exhibited more cyclical
volatility (i.e., higher gains and lower
declines). Over the near-term, the big
difference has been Washington’s more
robust growth pattern. For example,
over the last five years (1993-98),
Washington’s per capita income has
grown at an annual rate of 3.0 percent
in real terms compared to 2.6 percent
for the U.S. Clearly, Washington’s
income base is currently expanding at
faster than the nation’s.

Counties. Unlike total personal
income, which when rank-ordered
generally distinguishes counties based
on size of population and employment
base, per capita income tends to reveal
distinctions tied to unique economic
factors (see Figures 48 and 49). As
expected, county per capita income
data for 1997 (again, there is a one-
year lag in the generation of sub-state
data) reveal three counties that
perennially occupy the top five
listing—King, Snohomish, and San
Juan. King and Snohomish, of course,
effectively partner up to fuel the state’s
economic engine. San Juan is home to
expensive residential enclaves for
upper-income professionals, retirees
and assorted celebrities. Perhaps more
noteworthy than those counties with a
continuing presence are the over-the-
year inclusions and exclusions from
the list. Chief among them is the
accession of Clark County, a boost
delivered by the economic gains it
received as part of the booming
Portland CMSA. Though the accession
took place in 1996, it appears that
Clark County, by virtue of its ties to the

Portland CMSA, could turn into
another perennial presence on the list.
Conversely, but equally notable, was
Benton County’s removal from the
list—a move attributable to restructur-
ing losses at the Hanford site—and its
having been supplanted by Thurston
County, which retained that spot on
the list in 1997. In Thurston County,
per capita income growth is coming
not from state government payrolls but
rather from state and military retirees.

The counties in the state’s lowest
per capita income tier have also
changed little over time. The resource-
dependent counties in the northeastern
corner of Washington—Ferry, Stevens,
and Pend Oreille—continue to post
among the lowest per capita income
levels in the state. To illustrate the gap
between the lowest and highest per
capita incomes in Washington, Ferry
County’s per capita income of $14,663
(the lowest) was 40 percent of King

Figure 48
Per Capita Personal Income, Selected Counties

Washington State, 1996 and 1997
Source: U.S. Bureau of Economic Analysis
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Figure 49
Per Capita Personal Income by County

Washington State, 1997
Source: U.S. Bureau of Economic Analysis
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County’s $36,971 (the highest) in
1997. Also appearing near the bottom
of the list is Whitman County, whose
substantial farm income is more than
offset by the significantly large number
of WSU students who raise the popula-
tion denominator but generate little or
no income. Agriculture-based Franklin
County also carried over from the
previous year at $17,311.

The metropolitan counties again
were in the upper tiers of per capita
income. However, owing to the
tremendous upward pull exerted by
King County on the state average, none
matched or surpassed the state
average. With the exception of King
County, per capita income in the
state’s metropolitan counties were
within the $19,000-$26,000 range.

Northwest. Washington continued
to generate, for all intents and
purposes, the highest per capita
income in the northwestern United
States with $28,066 in 1998 (see
Figure 50). In fact, 1997 saw
Washington’s per capita income build
upon gains of several years previous
to put an even greater distance
between itself and its neighbors.
Alaska, for example, had the second
highest per capita income in the
region, yet Washington’s per capita
income was nearly $2,300 higher
(the spread was less than $1,500 in
1996). Washington’s non-adjusted
per capita income growth rate of 6.1
percent had a lot to do with it, owing
largely to the tremendous run-up in
software stock-related wealth on top
of a state economy that was otherwise
stronger than those in its neighboring
states. That growth rate was far and
away the highest among Northwest
states, and it was the only one that
surpassed the national average.
Oregon was the closest competitor
with a 3.6 percent gain. Idaho,
Montana, and Alaska saw their per
capita income levels rise at similarly
modest rates ranging from 3.0
percent to 3.4 percent.

Average Covered Wages
Average covered wages are simply a

matter of taking total covered wages
paid over the year and dividing by
average monthly covered employment.
Covered means covered by the Unem-
ployment Insurance (UI) program.
Though not all-inclusive—among
others, many self-employed persons
and corporate officers are not covered
under the UI system—nearly 90
percent of all employment in Washing-
ton was covered in 1997. The data are
derived from UI tax reports and
published quarterly by the Employ-
ment Security Department.

State. Washington’s average covered
wage was $33,063 in 1998, reflecting
a 6.6 percent gain in real terms. Most

Figure 50
Per Capita Personal Income

Northwest States and United States, 1997 and 1998
Source: U.S. Bureau of Economic Analysis

noteworthy, however, is the fact that
healthy real average covered wage
gains have occurred for several years
now, enabling Washington to not only
close the negative average covered
wage gap it has historically had with
the U.S., but to surpass the U.S.
average as well (see Figure 51).

More important than helping
Washington surpass the U.S., this
current run of strong average covered
wage gains could well be signaling a
break between the state’s mature
economy and its emerging economy.
Because of the state’s historical
dependence on resource-related
industries (typically referred to as
mature industries), its long-run
average covered wage pattern reflected
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Figure 51
Average Covered Wage

Washington State, 1970-1998
Source: Employment Security Department
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considerable volatility, particularly
during turning points in the business
cycle. As such, despite the current
rosy picture, the state’s long-term
average covered wage trend has been
less stellar. From 1977 (when average
covered wages peaked during the
mature economy) to 1990, real
average covered wages in Washington
declined at an annual rate of 0.9
percent. Fast-forward to the present
and it is clear that Washington’s
average covered wage has been locked
in a growth pattern in the 1990s.
From 1990-98, for example,
Washington’s real average covered
wage has climbed at an annual rate of
2.3 percent. Moreover, that growth
has recently come at increasing rates
(4.0 percent annual growth from
1994-98). A robust state economy
and accompanying labor and skill
shortage have been factors, no doubt.
However, as noted in Labor Market
and Economic Developments, it is
increasingly clear that much of the
state’s average covered wage gain has
been centered in business services,
specifically prepackaged software.
Without the enormous uptick in that
sector, the state’s overall wage gain
for 1998 would have come in at
about 5 percent. It is this phenom-
enon that may be signaling the shift
from a mature economy to an
emerging one—and with it a differ-
ent trend in real average covered
wages in Washington.

Counties. The sub-state ranking of
average covered wages in 1998 was
little changed from that of the previ-
ous years (see Figures 52 and 53).
Metropolitan counties dominated the
higher end. King County, as usual,
occupied the top spot with an average
covered wage of $41,274—generating
a more than $8,200 spread between it
and the state average. Though software
and aircraft come to mind, King
County has a diverse range of indus-
tries that contribute to its status as the
principal economic driver in Washing-
ton. Snohomish County, the other
major presence in the Seattle-Bellevue-

Everett PMSA, followed at nearly
$33,586 with aircraft providing the
major thrust there as well. Just behind
Snohomish County was Benton County
with Hanford driving its higher than
average covered wages to $32,204.
Clark County in southwest Washington
was a strong performer at $29,323.
Thurston County with its stable state
government base was at $28,452.

At the lower end, the same counties
tend to appear as well. The lowest
average covered wage belonged to

Okanogan County at $18,101—nearly
$15,000 below the state average and
$23,000 below King County. For the
most part, the common denominator
with respect to these counties was the
fact that they were rural, sparsely
populated, and agriculturally domi-
nated. San Juan County, a western
Washington entry, is rural and sparsely
populated, but has a tourism-driven
economy instead of an agriculturally
driven economy. Its average covered
wage was $20,234 in 1998.

Figure 52
Average Covered Wages, Selected Counties

Washington State, 1997 and 1998
Source: Employment Security Department
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Figure 53
Average Covered Wage by County

Washington State, 1998
Source: Employment Security Department
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In terms of over-the-year changes in
sub-state average covered wages, a
positive note was that a vibrant state
economy helped raise real average
covered wages in all but a few coun-
ties, including those in non-metropoli-
tan counties that have tended to fall
behind. Nevertheless, the average
covered wage gap between the “haves”
and “have nots” grew noticeably,
something that can be traced to
counties dominated by emerging
economies versus those dependent on
mature economies. The data also
underscore the challenge of closing
the wage gap given that there were
counties that experienced real average
covered wage declines (Asotin,
Clallam, Chelan, Columbia, Ferry, and
Wahkiakum) despite an otherwise
strong state economy.

Industries. Average covered wages
as measured by Washington’s indus-
trial activity were, for the most part,
quite positive in 1998 thanks to the
oft-mentioned strong state economy
(see Figure 54). On the bright side,
the state’s relatively large and well-
paying manufacturing sector saw its
average covered wage rise 3.8 percent
to just over $42,255. Interestingly, that
gain was built on the strength of
sectors other than those typically
regarded as key manufacturing sectors
in Washington (e.g., transportation
equipment, lumber and wood prod-
ucts, paper and allied products, food
and kindred products). These sectors
saw average covered wage increases,
but of much more modest levels. The
gain was instead derived from sectors
like instruments, chemicals, and
industrial machinery and computer
equipment. As for other goods-
producing sectors, average covered
wages in the state’s construction sector
posted a gain of 3.3 percent, while
those in its mining sector fell -2.9
percent. Washington’s services-
producing industries fared better with
all of its component sectors posting
strong average covered wage gains over
the year. The average covered wage in
the state’s diverse services sector

soared 16.0 percent to nearly $35,855
thanks largely to the high wages,
including stock options, paid in the
booming software sector. The state’s
finance, insurance, and real estate
sector also posted a higher-than-
average increase of 8.6 percent in its
covered wage. Even the state’s trans-
portation and public utilities sector
saw a healthy average covered wage
increase of 4.4 percent over the year.

Average Hours and Earnings
Hours and earnings for selected

industries are estimated by the state
Employment Security Department’s
Current Employment Statistics (CES)
program. The major industry divisions
surveyed are construction, trade,

manufacturing and five specific
manufacturing activities.

Average Hourly Earnings. As has
historically been the case, construc-
tion ($20.58), manufacturing
($15.75), and trade ($11.35) held
their positions relative to one another
with respect to average hourly
earnings in Washington in 1998 (see
Figure 55). The same relationships
held constant among the state’s
manufacturing sectors, too, as high-
skill, value-added sectors like
chemicals ($20.51) and transporta-
tion equipment ($19.88) had much
higher average hourly earnings than
more resource-dependent, labor-
intensive sectors like lumber and

Figure 54
Average Covered Wages by Major Industry Division

Washington State, 1997 and 1998
Source: Employment Security Department
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Figure 55
Average Hourly Earnings, Selected Industries

Washington State, 1998
Source: Employment Security Department
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wood products ($13.36) and food
and kindred products ($12.25).

More noteworthy, however, were
the real hourly earnings increases
within virtually all of the surveyed
sectors—gains that had been rather
elusive over the past couple of de-
cades. These real hourly earnings
increases were induced in large part by
a vibrant state economy that was
increasingly beset by a broad-based
labor shortage. Real average hourly
earnings were up in Washington’s
manufacturing (3.1 percent), con-
struction (1.1 percent), and trade (4.3
percent) sectors in 1998. Most
impressive were the gains in trade,
where real hourly earnings in 1998
grew at a significantly higher rate than
in the previous couple of years. While
the minimum wage hike probably had
some impact, this was more indicative
of the challenges facing even the trade
sector in the face of a robust state
economy and labor shortage.

Most notable within the state’s
manufacturing sector was the fact that

real hourly earnings in lumber and
wood products posted a 2.4 percent
gain in 1998, halting years of decline.
Also, transportation equipment, a
sector dominated by aerospace,
reversed its 3.7 percent decline in
1997 by posting a 2.7 percent increase
in 1998. Real hourly earnings in the
state’s chemicals and allied products
industry increased 1.3 percent in
1998, which continued the pattern of
real hourly earnings that have been
increasing at a decreasing rate over the
past several years. Real hourly earnings
in primary metals were up 1.1 percent
in 1998 continuing that sector’s string
of modest real increases. Food and
kindred products was the only sector
that did not see its real hourly earn-
ings increase in 1998.

Hours Worked Per Week. Average
weekly hours worked did a relative
about-face among the Washington
sectors surveyed over the 1997-98
period (see Figure 56).

In 1997, for example, all of the
manufacturing sectors except for

Figure 56
Average Hours Worked Per Week, Selected Industries

Washington State, 1998
Source: Employment Security Department
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domestic consumption continues
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hours worked was up 8.5 percent in
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moved up another 3 percent in
transportation equipment, which was
consistent with the ongoing ramp-up
in aircraft and parts necessary to
winnow down order backlogs (1999
could continue the up-trend despite
layoffs as the remaining workers
continue to work long hours to deal
with record delivery schedules).

The state’s construction and trade
sectors did an about-face as well. In
their case, however, their average
weekly hours worked declined in
1998. Specifically, construction saw its
average weekly hours worked fall 2.6
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construction, the state’s residential
and commercial building continued
strong in 1998, which suggests that the
contracting in average weekly hours
worked might have been weather
related. Meanwhile, the slight pull
back in average weekly hours worked
in the state’s trade sector may be a
statistical non-event as consumer
spending remained strong.
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The Economic and Policy Analysis unit within the Labor Market and Economic Analysis (LMEA) Branch of the Employ-
ment Security Department has primary responsibility for providing analysis and commentary on Washington’s current labor
market situation. Toward that end, it is the chief voice for the department and principal point of contact with the public for
labor market information and analysis. The unit is staffed by four economists (Dennis Fusco, Robert Wm. Baker, Gary
Kamimura, and Jay Barrier), a research analyst (Revelyn Froyalde), and a graphic designer (Bonnie Dalebout). In addition to
the Labor Market and Economic Report, the unit’s other notable publications include the Washington Labor Market, LMI
Review, County Profiles, and Studies in Industry and Employment. These publications are also available on the LMEA
Internet homepage. The unit’s work is also showcased at the LMEA Economic Symposium held annually in November.

About the Economic and Policy Analysis Unit
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Now Available...

Accessing Labor Market Information
on the Internet at http://www.wa.gov/esd/lmea

Washington’s Interactive Labor Market Access (WILMA)
JobSeeker brings together current and historical information for
career and program planning, economic analysis, and job search activi-
ties in an easy to use format. This product contains information about
occupational employment including projections, wages, and descriptions.
It also contains industry level employment, population, labor force, and
various other economic data. The system utilizes a graphical interface to
access, display, and extract information and provides mapping and
graphing capabilities for easy visualization.
WILMA’s address: http://www.wilma.org

n LMI by Type
n Downloadable Software

and Spreadsheets
n LMI Links Outside Washington
n WILMA

The Occupational Researcher’s Computer Assistant
(ORCA) is making a big splash with job seekers!  It is the latest of
Employment Security’s Labor Market and Economic Analysis (LMEA)
products designed to help Washington State job seekers expedite in-
formed career decision making. The program provides a self-assessment
tool; helping clients to pinpoint their personal work values and the
occupations they are best suited for.  Ultimately, a job seeker refines their
choices and prints a career development plan.

The ORCA compact disc uses occupational information in the O*NET
databases (developed by the U.S. Department of Labor) and integrates it
with a user-friendly interface.  ORCA is presented in an application that is
effective and fun for the customer.  It was developed after gathering input
from a broad base of labor market information customers.  For more
information, contact Mike Paris at the Washington State Occupational
Information Coordinating Committee: (360) 438-4803.

Subject Areas:
n Current Employment Information
n Online Publications
n Special Reports
n Career Information
n LMI by Area

LMEA’s homepage provides 24-hour access to a broad variety of Washing-
ton labor market information. A variety of publications detailing state-
wide and area information is available electronically, together with
statistical data in downloadable files, special studies and analysis, and
links to other related sites.

Washington State
Employment Security
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Analysis Branch

Occupational
Researcher�s
      Computer
      Assistant

Occupational
Researcher�s
      Computer
      Assistant

Discover a New Occupation with...


