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Reading the tea leaves in Friday’s (9/5) DOL job report… 

 
Relativity is your friend when deciding how well off you are in today’s employment race.  The Fed says that 
while inflation-adjusted compensation per hour has risen at a dismal 0.5% annual  rate for the past five 
years, by far the weakest post-war wage growth recovery ever…. at least you’re not as likely to get fired.   
 
And that spells progress, but perhaps with a small “p”.  In the pre-recession period of 2004-2007, lay off 
and dismissal rates averaged 1.4% of workers per month and accelerated to 2% during the Great Recession 
that officially ended in mid-year 2009.  Today it is down to 1.2%, which means we still let go about 1.5 
million workers a month, but much less than we used to at the recession’s peak and, happily, even less than 
we used to prior to the past recession. 
 
So firing productive people in an expanding economy is not quite as compelling a cost-cutting strategy as it 
used to be, which brings us to the DOL’s job report to be issued Friday (9/5).  All eyes are focused on it as 
this report tends to have biggest impact on the financial markets each month, and over time is the primary 
tea leaf the Fed will ultimately use to justify a rate hike. 
 
Yes, you can expect it to continue to be positive and we are likely to have created a bit more than 200 
thousand new jobs in August.  And, even though both the unemployment rate (6.2%) and the number of 
unemployed persons (9.7 million) changed little this past July, the unemployment rate and the number of 
unemployed persons have declined materially by 1.1 percentage points and 1.7 million people, respectively, 
over the last 12 months. 
 
But the widely publicized unemployment rate calculation of 6.2% is more of a mosaic than one profound 
statistic.  Some argue we are already close to full employment because a significant number of workers have 
dropped out of the calculus, either because they are beyond their working years, or their skill sets have faded 
over time.  And those workers are not likely coming back.  But others suggest there must be huge slack as 
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we have barely added any jobs at all over the past six and a half years, yet our population has continued to 
grow. 
 
So who’s right?  Well, even the Fed is not sure, so it’s why they are taking a broader picture of the labor 
market in an effort to determine the state of the job market, their labor “dashboard.” 
 
Three key work force measures point toward a reasonably full recovery, while four others need work.  So 
keep an eye on these points while you absorb the anticipated happy news. 
 
 
What’s recovered?  

1. Layoffs/discharge rate:  As we mentioned initially, we are letting fewer people go now than 
we were prior to the recession on a monthly basis.  That is a big plus because we can’t 
significantly add to payrolls unless we reduce any layoffs.  

2. Non-farm payrolls added:  We have managed to create over 235,000 jobs per month on 
average this year, better than last year’s run rate and up significantly from the three-year average 
prior to the recession of about 162,000 per month. Fantastic!  

3. Job opening rate:  We’ve more than doubled the number of job openings from the bottom of 
the recession.  There are currently more than 4 million jobs advertised, and that number is 
higher than the pre-recession averages.  So at least on paper, there appear to be a lot of jobs to 
be had.  Good luck job hunting! 

 
So where is the slack? 

1. Underemployment:  Also defined as “labor underutilization,” this includes people who are 
working part-time and want full-time jobs, discouraged workers and those working in lower 
paying fields despite advanced skills.  Twelve percent of the work force says they are still under-
employed, while pre-recession levels were 8.8%. For example, the number of part-time jobs 
today is more than twice that prior to the past recession.  Blame it on Obamacare or stingy 
employers, but a part-time job counts as equally as a full-time job when it comes to that 6.2% 
unemployment rate, a hidden and painful fact for those who want or need to work full-time. 

2. Long-term unemployed – Nearly 33% of those classified as unemployed have been out of 
work 27 weeks or more and are put into the “long-term unemployed” bucket.  While that is 
markedly better than the 45% of the unemployed at the height of the recession, it is still 75% 
worse than pre-recessionary levels.  And the longer one remains unemployed, the less likely they 
are to find work. Ouch. 

3. Work Force Participation- In addition, about 4% percent of people eligible to work have 
dropped out of the labor pool.  We know demographics account for some of this, perhaps as 



 

  

much as half, but a big question remains as to if and when the other able-bodied workers might 
come back?  We have created less than one million total new jobs since the beginning of 2008, 
yet our working age population has grown by over eight million. Clearly some of those folks 
would like to work. 

4. Quit rate:  People are still clinging to their jobs, but not with the same degree of tenacity during 
the recession.  Amazingly, about 1.8% people who work will actually quit this month – either to 
take another job, retire, look for a better job, go back to school, etc. But historically the average 
was a bit higher at 2.1% of the working population, suggesting in aggregate our work force is not 
exactly feeling overconfident.  

5.    Hire rate:  By definition, to grow jobs you have to hire more than you fire.  We are hiring a bit 
faster, but we are still not quite back to pre-recession levels. 
 

The Fed knows their discussion on whether to raise rates next year keenly hinges on a robust job recovery.  
Thus their closer look at all these job subcomponents.  But as typical of a car’s dashboard, you don’t really 
have to look at it to know how fast you’re going.  Wage growth ought to capture all these job data points 
collectively, and as we initially mentioned, it has been especially anemic so far. So we will likely find some 
pleasant surprises in our upcoming employment statics, but don't expect the Fed to break out the 
champagne and pop the interest rate cork just yet, at least not until those wage gains are solidly positive. 


