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COVID-19 and the State Economy

While both the jobs and employment numbers have been better in recent months, they are not
yet at levels that would see quick recovery in the state economy. As indicated in the charts
below, the state has moved off the initial bounce from the depths of the downturn. The pace in
recent months has been positive, but that comes from looking at the numbers in isolation, not
what they mean to the overall health of the California economy and its workers. Just continuing
at the rates experienced over the past 3 months would not return nonfarm jobs to pre-Covid
trend levels until mid-2023. The slower rate being experienced for employment would take an

additional year. Recent job numbers have been good, but have they been good enough from
this perspective?

California Nonfarm Jobs

Source: Employment Development Department; Center Calculations
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It still is far from certain whether the current trends will continue. The Nonfarm Jobs Current
Trend line would require the state to add around 100,000 jobs monthly over the next two
years. Those numbers are possible now simply by the state allowing businesses to reopen—
they reflect more the lifting of restrictions that were more severe here than in other states
rather than an internal dynamic. The ability to maintain this pace raises other issues.

There are a number of positive factors in play. While the various stimulus payments were
intended to have an expansionary effect, most households instead used these funds for savings,
investments, and to pay off debt rather than to maintain consumption levels. Combined with
rapid shifts to telecommuting that shielded many from economic harm during the pandemic,
most households are consequently in a better financial position than in prior downturns and
better positioned to support the recovery phase. The negative effects of the state’s policies
instead continue to be concentrated heavily on lower income households to a much higher
degree than in prior recessions.

Use of Stimulus Payments, California

Source: US Census Bureau, Household Pluse Survey, share of households
where someone received a stimulus payment in the last 7 days
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New business formations have also seen a rebound. Self-employment especially in other states
has become an option for many unemployed as they start their own businesses. From the
Secretary of State data, the number of new business registrations in the first half of 2021 for
California was just over 240,000, compared to just over 161,000 in the same period in pre-
pandemic 2019.
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There is also potential for additional fiscal stimulus. Even while Congress considers adding
trillions more, a recent GAO report concluded that nationally $1 trillion of currently approved
stimulus funds have yet to be spent.

But the fact that so much spending authority has already backed up in the system is a clear
indication that reliance on neo-Keynesian fiscal solutions alone will not improve the current
results. As stated by one commenter, “. .. little attention is being paid to making things work,
rather than making them exist.” In California, this outcome is reflected in the continuing
dysfunction and fraud levels within the unemployment insurance program. Begun in March, the
state’s $5.2 billion rent relief program to date has disbursed only $320 million against $1.2
billion in requested relief, while local programs have encountered comparable delays such as in
Los Angeles where the current pace of processing applications likely means it will take 18
months to complete issuing the available funds. Today’s release of the State Auditor Report on
the $316 million Emergency Solutions Grant for homelessness programs indicates delays have
been so severe that the state risks losing a sizeable portion of these funds and for those funds
that have been allocated, has put no system in place to determine how they are being spent.
Without accompanying regulatory and structural reforms, the pending federal infrastructure
bill is likely to do little better in creating jobs within the recovery period than the comparable
American Recovery and Reinvestment Act did beginning in 2009. The state’s continued focus on
mass transit rather than road investments may preserve some government and create some
construction jobs in the process, but will do little to support the broader jobs base over a longer
term—even prior to the pandemic, Department of Transportation data shows quarterly mass
transit ridership plunging 15.5% between 2015 and 2019 in California, and through the second
quarter of 2021, collapsing 63.2% compared to the previous high.

There are positive factors in play, but they affect primarily the portion of the economy that has
not only survived but in some cases managed to thrive during the state restrictions. For that
segment hardest hit during the pandemic period—both employers and workers—the primary
response to date is to get into yet another line and wait.

The current reliance on fiscal policy as the economic driver carries risks to the future jobs and
employment trends, not least of which is the demonstrated limits of government structures to
absorb and properly allocate new funding at the levels contained in both approved and
proposed spending. Consideration must also be given to the micro factors.

The current trends are also subject to many uncertainties, of which the growing effect of the
Delta variant and the proliferation in a new round of restrictions are only the most pressing at
the moment. Contributing to the uncertainty are other factors, including: (1) continuing supply
disruptions coming from trade and transport congestion and related effects on production
levels for many goods; (2) labor shortages in many key parts of the economy and far slower
recovery in the California labor force than in other states; (3) resulting inflationary pressures
which in California are exacerbated by the continuing rise in energy, housing, and other
essentials due to state policies; (4) growing labor and other regulatory barriers that hinder
small business development, especially the persistent threat of PAGA (Private Attorney General
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Act); and (5) the extent to which prior automation and other workplace and sales channel
trends affecting jobs have been accelerated in the current circumstances. In addition, while the
recently acted portions of the state budget include measures to assist in small business
reopening, these are being dwarfed by the cost of automatic state and federal tax increases
coming from the failure to date to address the state’s growing unemployment insurance fund
debt.

Jobs by Wage Level

The July change in jobs by wage level was mixed. The lower and higher wage industries both
evidenced a similar relative increase, but the overall recovery status for lower-wage jobs
continues to lag. Middle wage jobs showed a decline due to the seasonal change in schools
employment, while the unadjusted numbers for total nonfarm jobs also were down—a drop of
59,000 jobs compared to the 114,400 statistical gain reported in the headline numbers.

In the chart, higher wage jobs are those industries with average annual wages above $100,000;
medium wage is $50,000 to $100,000; and lower-wage is below $50,000. Job data is drawn
from the industry classifications, unadjusted job numbers, and wage levels generally used in the
regular report section below on Nonfarm Jobs.

Pandemic Job Change by Wage Level

Source: EDD; not seasonally adjusted
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CaliFormer Businesses: Update

Additional CaliFormer companies identified since our last monthly report are as follows. These
companies include those that have announced: (1) moving their headquarters or full operations out of
state, (2) moving business units out of state (generally back office operations where the employees do
not have to be in a more costly California location to do their jobs), (3) California companies that
expanded out of state, and (4) companies turning to permanent telework options, leaving it to their
employees to decide where to work and live.
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Companies From To Reason
AECOM Los Angeles Dallas HQ Move
Biomanufactu
North
Amgen Thousand Oaks or . ring
Carolina .
expansion
EJ Lauren Downey Fort Worth Manufac.turm
g expansion
Extreme Networks San Jose North HQ Move
Carolina
Exxel Outdoors Industry Colorado HQ Move
Manufacturin
Intuitive Surgical Inc. ~ Sunnyvale Atlanta & englr}eermg
& training
expansion
Kaiser Aluminum Foothill Ranch Tennessee HQ Move
Corp.
LG Digital Oakland New Mexico Call center
Lightsource BP San Francisco Denver Expansion
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Matt Travels San Jose Austin HQ Move

MD7 LLC San Diego Texas HQ Move

REE Automotive

Rivian Irvine Seattle Expansion

North HQ Move and

Smart Wires Union City Carolina R&D center

Zox Los Angeles Austin HQ Move

Population Shifts from the 2020 Census

The narrative surrounding the recent release of the 2020 Census redistricting data summary files
focused on the increasing diversity within the state and national populations. Less attention was paid to
where these changes are occurring, where these components of the population are finding opportunity
and growth.

All of the charts below take data from both the 2010 and 2020 redistricting data summary files to show
a longer, 20-year shift in the population demographics. Much of what is shown in the 2020 data is a
continuation of patterns seen in 2010, although with some differences. The 2020 change is shown in the
orange bars; 2010 is in blue. Consistent with Department of Finance data, all racial categories are for the
non-Latino portion.
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Overall, California has lost ground in total population gains. Texas has led throughout this period, and
Florida has nearly matched California in the 20-year period. Within the state, population growth has
concentrated more within the lower-cost interior regions, with only the Bay Area and its outsized
contribution to the state economy attracting population at a comparable level.

Change in Population: Total N P
Source: US Census Bureow; 2010-2020in orange; 2000-2010 in blue Change in POPUIat'on' TOtaI
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The largest growing demographic group has been Latinos. Texas again outpaced California but by a
narrower margin. Florida while having a lower total over the two periods showed comparable growth as
far-larger California in the 2020 data. Within California, strongest gains were again within the lower-cost
interior regions, while the Bay Area moved ahead of Los Angeles in the latest data.

Change in Population: Latino
Source: US Census Bureau; 2010-2020in oronge; 2000-2010 in blue
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The African-American population continued to drop in California, by 45,000 in the 2020 data and 63,000
over the 20-year period. The 20-year gain in Texas, by contrast, was equal to half the total African-
American population in California in 2020. Within the state, there again was a shift to the lower-cost
interior regions, with all high cost urban coastal regions except Orange County showing losses.

Change in Population: African-American, NL . . . . .
Source: US Census Bureou; 2010-2020 i orange; 2000-20101n blue Cha nge in Popu lation: African-American, NL
Source: US Census Bureau; 2010-2020 in orange; 2000-2010 in blue
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Due to its proximity on the Pacific Rim, California showed by far the strongest growth for Asian-Pacific
Islanders. Texas, New York, and Washington showed stronger gains in the 2020 data. The generally
higher-incomes of this demographic enabled stronger growth within the urban coastal areas of the
state, including constituting the leading component of change within extremely high cost Bay Area.

Change in Population: Asian-Pl, NL . . R .
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California also led the other states, by far, in the drop in White population, particularly in the 2020
results while most of the states we are tracking under the Califormer trends saw a rise. All regions of the
state have seen a decline, but with the highest drops in high cost Los Angeles and Bay Area

Change in Population: White, NL
Source: US Census Bureou; 2010-2020in orange; 20002010 i biue Change in population; White’ NL
North Carolina Source: US Census Bureau; 2010-2020 in orange; 2000-2010 in blue
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Housing in the 2020 Census

The population results—as well as the relative costs of living tracked in our Affordability Index—largely
follow from the conditions of housing supply within each state. Texas, at only 74% as large as California,
increased its housing supply by more than twice as much (226%) in 2010-2020, and beat the 3 million
unit goal in California’s policies by adding 3.4 million units in the 20 year period compared to 2.2 million
in California. Florida, only 54% as large, increased supply by more units in the last 10 years (0.9 million
units vs. 0.7 million in California) and the last 20 as well (2.6 million vs. California’s 2.2 million).
California’s total was also behind North Carolina and Georgia (combined, 53% the size of California but
adding 2.3 million units over the 20 years), Arizona-Washington-Virginia (combined, 59% the size of
California but adding 2.4 million units), and similar combinations in states where population growth, in
particular, the diversity components is stronger.

Change in Housing Units
Source: US Census Bureau; 2010-2020 in orange; 2000-2010 in blue
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Within California, the Bay Area has led with housing additions, both in the latest data and over the 20-
year period. In the 2020 results, Inland Empire and Central Valley while leading in population growth,
lagged in housing supply additions behind higher-income Bay Area, Los Angeles, and Orange County.
This differential likely instead was met through a combination of reduced vacancies and increased
overcrowding.

This housing imbalance is continuing. In 2020 and the first half of 2021, Texas issued permits for more
than twice as many new housing units as California. North Carolina alone issued 72% as many.

Housing Permits
Source: US Census Bureau; 2020 in orange; 2021 Q1 & Q2 in blue
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While California has passed some permitting reforms in an attempt to increase the supply, these remain
limited and focused more on affordable housing and the homeless issue. These largely look to address
the severe housing shortage by expanding rentals rather than the homeownership available in other
states. Other provisions and state measures continue to drive up the cost of market-rate housing,
further shutting off this traditional wealth-building option as a means to reduce inequality within the
state.
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Employment 1.094 Million Below Recovery

EDD reported that employment (seasonally adjusted; July preliminary) was up 56,100 from the revised
June numbers as employment gains slowed from the prior two months, while the number of
unemployed dropped 5,800. The unadjusted numbers show an employment gain of 180,100 after a drop

of 44,500 in June.

The reported unemployment rate was unchanged at 7.6% following a revision to the June numbers,

compared to 4.3% in February 2020 prior to the pandemic. California’s seasonally adjusted

unemployment rate tied with New Mexico and New York for the 2" highest among the states.

The national results were stronger, with total US employment rising 1,043,000, and the number of
unemployed dropping 782,000. The reported unemployment rate improved 0.5 points to 5.4%,

compared to 3.5% in February 2020.

Seasonally Adjusted

Unemployment Rate

Labor Force

Participation Rate

Employment

Unemployment

Not Seasonally
Adjusted

Unemployment Rate

Labor Force

Participation Rate

Employment

Unemployment

California (V]
Change
Jul 2021 from Jun Jul 2021
2021
7.6% 0.0 5.4%
18,927,500 0.3% 161,347,000
60.9% 0.2 61.7%
17,493,600 0.3% 152,645,000
1,433,800 -0.4% 8,702,000
California (V]
Change
Jul 2021 from Jul Jul 2021
2020
7.9% -5.7 5.7%
19,164,600 2.0% 162,817,000
61.6% 11 62.3%
17,659,100 8.7% 153,596,000
1,505,500 -40.9% 9,221,000

Department; US Bureau of Labor Statistics

Figure Sources: California Employment Development

Change
from Jun
2021

-0.5
0.2%
0.1
0.7%
-8.2%

Change
from Jul
2020

-4.8
0.9%
0.3
6.3%
-45.4%

In the seasonally adjusted numbers, California employment remains 1.094 million (5.9%) below
the pre-pandemic level in February 2020. Compared to the other states, California remained at
the 8™ lowest ranked by employment recovery level, while 8 states were above the pre-

pandemic February 2020 employment levels.
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Employment: July 2021 vs. February 2020

Source: BLS, seasonally adjusted
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Labor Force Participation Rate

The labor force participation rate edged up 0.2 points to 60.9%, while the US number was up 0.1 point
to 61.7%. The rate remains well below the pre-pandemic level of 62.5%, which in turn was down
substantially from prior years. Taking into account the participation rate, California cannot be said to
have fully recovered even prior to the pandemic shutdowns. The additional workers leaving the labor
force in a pandemic period puts that goal further off. Accounting for workers leaving the workforce since
February 2020, there were 1.9 million out of work in July.

California Center for Jobs and the Economy 1301 | Street, Sacramento, CA 95814 www.centerforjobs.org
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Nonfarm Jobs: 1.132 Million Below Recovery

Nonfarm wage and salary jobs were up 114,400 (seasonally adjusted) in July, while gains in June were
revised 2,000 lower. Nonfarm jobs nationally were up 943,000.

California edged down to 9t lowest based on jobs recovery. Compared to the February 2020 numbers
(seasonally adjusted) just prior to the current crisis and not accounting for population changes, nonfarm
wage and salary jobs in California were 1.132 million short of recovery, or 19.9% of the national
shortfall.

In the seasonally adjusted numbers, two states—Utah and Idaho—exceed the pre-pandemic levels,
moving from recovery to growth.

Nonfarm Jobs: July 2021 vs. February 2020

Source: BLS, seasonally adjusted
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Jobs Change by Industry

Using the unadjusted numbers that allow a more detailed look at industry shifts, 4 industries showed job
levels exceeding pre-pandemic February 2020 levels. The loss shown for Government and Educational
Services reflects the strongest seasonal factor still overcoming the pandemic effects, as the result of the
summer shift in schools employment. Overall Government was 14.9% below the February 2020 level.
Government other than local government education was off only 4.9%, reflecting the combined effects
of rising public revenues and federal assistance funds targeting the public sector rather than private jobs
support during the pandemic period.

Wage & Salary Jobs: July 2021 vs. Pre-Pandemic

Source: EDD; not seasonally adjusted

Total Farm

Transportation & Warehousing

Utilities

Social Assistance

Professional, Scientific & Technical Services
Construction

Finance & Insurance

Health Care

Management of Companies & Enterprises
Manufacturing

Retail Trade

Administrative & Support & Waste Services
Wholesale Trade

Total Nonfarm

Real Estate & Rental & Leasing
Information

Mining & Logging

Government

Food Services

Other Services

Educational Services

Accommodation

Arts, Entertainment & Recreation | ' | |

-40.0% -20.0% 0.0% 20.0% 40.0%

California Center for Jobs and the Economy 1301 | Street, Sacramento, CA 95814 www.centerforjobs.org



CALIFORNIA CENTER FOR C California 18

| Business
JoBs & THE Economy Roundtable

Employment Recovery by Region

All regions except the Central Coast continued to show lower employment compared to pre-
pandemic February 2020, with Los Angeles and Bay Area still showing the relatively highest
losses. Los Angeles region, however, is moving to a higher relative share of the remaining
employment gap.

Share of Employment Loss, Jul 2021 - Feb 2020 vs. Share of
Population by Region
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Unemployment Rates by Legislative Districts

The highest and lowest estimated unemployment rates in July are shown below.

Lowest

Highest

CD18 (Eshoo-D)
CD17 (Khanna-D)
CD12 (Pelosi-D)
CD14 (Speier-D)
CD52 (Peters-D)
CD15 (Swalwell-D)
CDO02 (Huffman-D)
CD49 (Levin-D)
CD45 (Porter-D)
CD19 (Lofgren-D)

CD29 (Cardenas-D)
CD37 (Bass-D)

CD32 (Napolitano-D)
CD28 (Schiff-D)

CD16 (Costa-D)

CD34 (Gomez-D)

CD21 (Cox-D)

CD40 (Roybal-Allard-D)
CD51 (Vargas-D)

CD44 (Barragan-D)
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4.0
4.9
5.0
5.2
5.3
5.4
5.4
5.6
5.7
5.7

10.2
10.2
10.3
10.4
11.0
11.3
11.8
12.3
12.6
13.6

SD13 (Hill-D)

SD15 (Beall-D)

SD11 (Wiener-D)
SD10 (Wieckowski-D)
SD39 (Atkins-D)
SD36 (Bates-R)

SDO02 (McGuire-D)
SD37 (Moorlach-R)
SDO1 (Dahle-R)

SDO7 (Glazer-D)

SD12 (Caballero-D)
SD22 (Rubio-D)
SD18 (Hertzberg-D)
SD21 (Wilk-R)
SD24 (Durazo-D)
SD40 (Hueso-D)
SD35 (Bradford-D)
SD30 (Mitchell-D)
SD33 (Gonzalez-D)
SD14 (Hurtado-D)
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9.1

9.3
10.2
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11.3
11.4
11.4
11.7
11.8
12.9

AD28 (Low-D)

AD24 (Berman-D)
AD22 (Mullin-D)

AD16 (Bauer-Kahan-D)
ADO6 (Kiley-R)

AD25 (Chu-D)

AD78 (Gloria-D)

AD10 (Levine-D)

AD17 (Chiu-D)

AD73 (Brough-R)

AD26 (Mathis-R)

AD31 (Arambula-D)
AD46 (Nazarian-D)
AD36 (Lackey-R)

AD32 (Salas-D)

AD63 (Rendon-D)
AD51 (Carrillo-D)

AD56 (Garcia-D)

ADG64 (Gipson-D)

AD59 (Jones-Sawyer-D)
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Unemployment Rates by Region

Unemployment rates (not seasonally adjusted) compared to pre-pandemic February 2020 continue to

show the Los Angeles region with the worst outcome in the state.

Jul-21
California 7.9
Bay Area 5.7
Orange County 6.3
Central Sierra 6.6
Central Coast 6.6
Sacramento 6.7
Upstate California 7.3
San Diego/Imperial 7.4
Inland Empire 7.9
Central Valley 9.7
Los Angeles 9.8

Figure Source: California Employment Development Department

MSAs with the Worst Unemployment Rates

Feb-20
4.3
2.7
7.0
8.4
4.6
4.5
2.8
3.9
3.7
3.8
6.3

California had 11 of the MSAs among the 25 regions with the worst unemployment rates in

June.

MSA

El Centro MSA
Visalia-Porterville MSA
Bakersfield MSA
Merced MSA
Hanford-Corcoran MSA
Los Angeles-Long Beach-Anaheim MSA
Fresno MSA

Madera MSA
Stockton-Lodi MSA
Yuba City MSA
Modesto MSA

California Center for Jobs and the Economy 1301 | Street, Sacramento, CA 95814

June Unemp.

Rate

17.5%
11.0%
10.8%
10.7%
10.2%
9.5%
9.4%
9.1%
9.1%
8.9%
8.8%

Rank (out
of 389)

388
386
384
382
380
374
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370
370
367
366
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