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EXECUTIVE SUMMARY

CHART 1: NEW JERSEY AND U.S. EMPLOYMENT INDICES
The New Jersey economy has added jobs JANUARY 2000 TO OCTOBER 2004
at a rapid pace over the past year. The state 1.030 _=»_N.J. Employment U.S. Employment
gained 67,600 jobs from October 2003 to Octo-

ber 2004—a growth rate of 1.7 percent—and
more than 100,000 jobs between the bottom
of the employment cycle in March 2003 and
October 2004.
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Employment in the state is now at an 0.990
all-time high —40,600 jobs or 1 percent above
the previous peak reached in December 2000.
Nationwide, employment has grown 1.7 per- 0.970
cent since its low point in August 2003, and
the national employment level is still nearly
half a million jobs (0.4 percent) below the peak Sources: N.

reached in March 2001. (See Chart 1.)

u.s.
RECESSION
0.980

Index: January 2000 = 1.0

Jan. 2000
Jul. 2002
Oct. 2002
Jan. 2003

Apr. 2001
S Apr. 2003

_,Q Jul. 2001

o
S
S
«
o
S
<
J.

O Jul. 2000

=

S Oct. 2000

Q.

Z Jul. 2003

o
<
® Oct. 2003

8 Jan. 2002
S, Apr. 2002
3

@ Oct. 2001
=

C Jan. 2001

D

»
o
—
o
o
<]
1]
@
51

sti

» Apr. 2004
& Jul. 2004
Oct. 2004

o

T Jan. 2004

=

The relative strength of the New Jersey
economy on the employment front also can CHART 2: NEW JERSEY AND U.S. UNEMPLOYMENT RATES
be seen in the unemployment rate. The state’s JANUARY 2000 TO OCTOBER 2004
unemployment rate stood at 4.8 percent in
August and September 2004, and fell to 6.5
4.7 percent in October, down from a peak of
6.1 percent in July 2003. In August and Sep-
tember, the U.S. unemployment rate stood
at 5.4 percent, down only nine-tenths of a
percentage point from the peak of 6.3 per-
cent reached in June 2003, but it edged back
up to 5.5 percent in October. Thus, the U.S.
unemployment rate remains well above New
Jersey’s rate. (See Chart 2.) It is likely that the 3.0
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increase in the U.S. rate in October was the £ 8s8s8g88g88sess8s8s88s8¢8¢s s
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workers who had previously le ecause o Source: N.J. DOL, October 2004, http://www.wnjpi.state.nj.us.
weak job prospects.
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CHART 3: EMPLOYMENT GROWTH IN NEW JERSEY
AND THE UNITED STATES, 1980 TO 2014

Growth in U.S. gross domestic product
has surpassed output growth in the state.
U.S. gross domestic product rose 3 percent
in 2003 and 3.6 percent in the first three
quarters of 2004. We estimate that state
output rose only 2.1 percent in 2003 and
3 percent in the first three quarters of 2004.

The R/ECON™ forecast indicates
that employment will grow at a rate of
1.5 percent in New Jersey this year and at
an average annual rate of 1.1 percent (or
46,000 jobs) between 2004 and 2014. Over
the forecast period, the United States also
will add jobs at a rate of 1.1 percent a year.
Thus, the state will add jobs at a pace that
will assure that it retains its 3.1 percent

share of national employment. (See Chart

3)

The R/ECON™ forecast for New Jersey looks for
growth in real output to be somewhat weaker than
growth in the United States as a whole. (See Table
1 and Table 2.) Output growth in the state will
average 2.8 percent a year from 2003 to 2014 —four-
tenths of a percentage point lower than the average
annual growth rate in that period for the nation.
The implied increase in productivity in the state
is 1.6 percent a year, about three-quarters the rate
of productivity growth for the United States as a

The state’s consumer inflation rate will rise to
3.7 percent this year, primarily because of the rapid
rise in oil prices in the spring and in the late sum-
mer and fall. The rate will fall back to 2.1 percent in
2005 and average 2 percent from 2005 to 2014. The
fallback in inflation rates to the 2 percent range in
both the state and the nation assumes that oil prices
will retreat from their highs (which reached $55 per
barrel in October) to a range near $35 a barrel after

The state unemployment rate averaged
5.9 percent in 2003, up slightly from the previous
year. It will fall to 5 percent this year and in 2005
and then remain in the low 5 percent range through
2014. The state and national rates will begin to con-
verge after this year, and the national rate will move
below New Jersey’s rate in 2014. (See Chart 4.)

As New Jersey emerged from the recession in
mid-2003, the rate of growth of personal income,
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Table 1
SUMMARY OF NEW JERSEY ECONOMIC FORECAST]
2003 TO 2014
2005
to
2003 2004 2005 2014
Annual Percentage Growth
Nonagricultural Employment ~ -0.1 15 1.1 11
Real Gross State Product 2.1 2.9 25 28
Personal Income 2.3 5.0 59 57
Population 0.7 08 09 08 whole.
Consumer Prices 2.5 3.7 21 20
Percentage
Unemployment Rate (average) 5.9 5.0 50 52
Source: RIECON™,
Table 2
SUMMARY OF U.S. ECONOMIC FORECAST
2003 TO 2014 next year.
2005
to
2003 2004 2005 2014
Annual Percentage Growth
Nonagricultural Employment -03 1.0 17 1.1
Real Gross Domestic Product 30 44 32 3.2
Personal Income 28 52 49 5.9
Population 09 09 09 0.9
Consumer Price Index 23 27 22 2.2
Percentage
Unemployment Rate (average) 6.0 55 54 53
Source: Global Insight, U.S. Economic Outlook, November 2004.
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which had been low in 2001 through early 2003,
began to increase. This year, personal income is ex-
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CHART 4: NEW JERSEY AND U.S. UNEMPLOYMENT RATES

decade, population growth in New Jersey
will be slightly slower than growth nation-
wide.
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Although New Jersey had recovered
from the recession in terms of its total
job base, as of September 2004, employ-
ment in the private sector remained 15,000
below the peak reached in December
2000, while jobs in public administration
had increased by 54,000 (9.1 percent). The
private-sector losses were scattered among
several sectors, including manufacturing,
information, wholesale trade, transporta-
tion, and professional and business ser-
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Over the forecast period, we expect im-

pected to rise 5 percent. It will increase at an even
faster rate through the rest of the forecast period.

The state’s population increased at an average
annual rate of 0.8 percent from 2000 to 2003. It will
continue to increase at that rate through 2014. The
state will add 766,000 residents during the forecast
period, pushing the population to 9 million in 2008
and 9.4 million in 2014. As was the case in the past

provement in the manufacturing, transpor-
tation, and information sectors; however, most job
growth in New Jersey will be in the service super-
sectors, primarily in education and health care and
in professional and business services. (See Chart

5.) Together, these two service supersectors will
provide 43 percent of the state’s new jobs, while

all sectors, other than manufacturing and natural

resources, will gain jobs.

CHART 5: ANNUAL EMPLOYMENT CHANGE IN NEW JERSEY
BY SECTOR, HISTORY AND FORECAST’
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Sources: N.J. DOL and RIECON™,

? The natural resources sector accounts for only 1,600 jobs. Its job count is included in con-
struction. The sector’s change in job count is too small to show separately on Chart 5.
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