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M. Chairman and Menbers of the Comm ttee:

| am pl eased to have this opportunity to conment on
t he enpl oynent and unenpl oynent data we released this
nor ni ng.

The unenpl oynent rate, at 6.1 percent, was essentially
unchanged in August. Nonfarm enpl oynent declined by 93, 000
over the nonth. Mnufacturers again nade substantial job
cuts, and enploynent in several other industries continued
to trend dowmn. On the positive side, enploynent continued

to trend up in health care and construction.



Manuf acturing enpl oynent fell by 44,000 in August.

Job | osses continued to be pervasive, with some of the nore
not abl e over-the-nonth declines occurring in textiles and
apparel, wood products, and electrical equipnment. 1In the
past 3 years, sone 2.7 mllion manufacturing jobs have been
| ost, including a decline of 431,000 this year. In August,
the factory workweek was unchanged at 40.1 hours.

Wthin the information sector, the tel ecomunications
i ndustry continued to shed jobs. Enploynent in this
i ndustry has declined by 212,000 fromits peak of 1.3
mllion in March 2001. Oher sectors in which enpl oynment
continued to trend down over the nonth were whol esal e trade
and transportati on and war ehousi ng.

O fsetting sonme of these | osses, enploynent in the
health care industry resuned growh, after showing little
change in July. Health care has added over a quarter of a
mllion jobs in the past 12 nonths.

Construction sector enploynment was up by 19,000 in
August and has increased by 122,000 over the past 6 nonths.
Tenporary hel p enpl oynent continued to trend up, although
the increases in July and August were notably smaller than

the gains in May and June.



Average hourly earnings increased by 2 cents in
August, following a 5-cent increase in July. Over the
year, hourly earnings have risen by 2.9 percent.

Turning to data from our househol d survey, the nunber
of unenpl oyed persons and the unenpl oynent rate were
essentially unchanged over the nonth. The |long-term
unenpl oyed continued to make up a little nore than one-
fifth of the jobless.

The civilian labor force was little changed over the
nmonth. Over the year, the nunber of persons marginally
attached to the | abor force was up. The subset of these
persons who cited di scouragenent over job prospects as
their reason for not searching for work al so rose over the
year. |In August, they nunbered half a mllion.

As a side note, | would point out that the blackout
whi ch affected parts of the Northeast and M dwest begi nning
August 14 occurred during the survey periods for both our
payrol |l and househol d surveys. While this event caused
significant disruptions to economc activities, it is
unlikely to have had any effect on the enploynent estimates
fromeither survey. |In the establishnment survey, persons
paid for any part of the pay period that included the 12th
wer e consi dered enployed. In the household survey, persons

who wor ked any part of that week as well as those who were



prevented from wor ki ng because of the bl ackout were
consi dered enpl oyed.

Busi ness cl osings resulting fromthe blackout reduced
t he nunber of hours people worked. However, sone people
received pay for the hours not worked, and the payrol
survey neasures hours paid, rather than hours actually
worked. In addition, the blackout required sone workers to
put in extra hours, and other workers made up the tine they
ost. Thus, while the net effect fromthe bl ackout on
payrol |l hours estinmates cannot be quantified, it is likely
to have been small. In fact, the nmeasure of average weekly
hours was unchanged over the nonth.

Before closing, | would |ike to corment on enpl oynent
trends as neasured by the payroll and househol d surveys, an
i ssue that has been receiving sonme attention recently.

Si nce Novenber 2001, the NBER-designated trough of the nost
recent business cycle, payroll enploynent has fallen while
nonagri cul tural wage and sal ary enpl oynent fromthe
househol d survey has been essentially flat. Sone observers
have specul ated that the household survey provides a better
i ndication of the trend in enploynment at and around turning
points in the business cycle. It is our judgnent that the
payrol |l survey provides nore reliable information on the

current trend in wage and sal ary enploynment. The payrol



survey has a |larger sanple than the househol d survey--

400, 000 busi ness establishnents covering about one-third of
total nonfarm payroll enploynent. Mboreover, the payrol
survey estimates are regularly anchored to the

conpr ehensi ve count of nonfarm payroll enpl oynent derived
fromthe unenpl oynent insurance tax records.

To summari ze the August data rel eased today, payrol
enpl oynment declined over the nonth, and the unenpl oynent
rate, at 6.1 percent, was about unchanged.

My col |l eagues and | would be glad to answer any

guestions you m ght have.



