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The October Review

'The impact of globalization in several
of its manifestations—mainly eco-
nomic, political, and cultural—con-
tinues to receive a great deal of atten-
tion. 'The interconnectedness of the
world’s economies, a recurring theme
in the journalism, research, and poli-
cymaking communities, underlies, to
some extent, the subjects of the three
articles in this month’s Review.

Carol Rowan and Sonya Wahi-
Miller find that prices paid for im-
ports into the United States rose in
2006 for the fifth consecutive year,
influenced once again by increasing
energy prices. Geopolitical instabil-
ity and supply concerns drove energy
prices higher for the first 8 months
of the year, before they receded. Im-
port prices for industrial metals and
for iron and steel remained high in
2006, due in part to strong interna-
tional demand. 'The weakening of
the U.S. dollar in relation to the Euro
and other European currencies had
an impact on import prices for capital
and consumer goods. Prices of U.S.
exports had their largest rise in nearly
two decades, led by increases in corn
and soybean prices.

'The Midwest region of the United
States has long been a center for an
industry with a global reach, both
productively and symbolically: the
manufacture of automobiles. Ben-
jamin Collins, Thomas McDonald,
and Jay A. Mousa point out that em-
ployment in the complementary auto
parts manufacturing sector is roughly
3 times larger than the auto manufac-
turing sector. After showing strong-
to-modest job gains in the 1990s, the
auto parts manufacturing industry has
suffered steep declines in both em-
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ployment and wages. 'The increased
penetration into auto parts produc-
tion from countries such as Canada,
Japan, and China are contributors to
the domestic decline.

The influence of U.S. culture around
the world has long been a subject
of heated debate. Films, television
shows, and music produced domesti-
cally routinely reach global audiences.
The disproportionate concentration
of the U.S. creative arts industries in
New York City and Los Angeles is
the subject of the article by Michael
L. Dolfman, Richard J. Holden, and
Solidelle Fortier Wasser, who argue
that the clustering of resources for
those industries in those two loca-
tions magnifies their influence.

Profile of health educators

Health educators promote wellness
and healthy lifestyles. Covering a
wide range of topics, these work-
ers teach individuals and communi-
ties about behaviors that encourage
healthy living and prevent diseases
and other problems.

Health educators held 57,900 jobs
in the United States in May 2006.
Median annual wages of health ed-
ucators were $41,330. The highest
earning 10 percent made more than
$72,500, and the lowest earning 10
percent made less than $24,750.

The specific duties of health educa-
tors vary by work setting, but whether
they work in a hospital, school, busi-
ness, or other setting, all health edu-
cators use similar skills and tools. In
general, health educators begin by
assessing their audience and planning
a program that suits its needs. Then,
they implement the program and
evaluate its success.

For more information about this
occupation, see “Health educators:
Working for wellness,” by Colleen
Teixeira, Occupational Outlook Quar-
terly, summer 2007.

Comparing metropolitan
area pay by occupation

Average pay in the San Francisco met-
ropolitan area in 2006 was 19 percent
above the national average, and was
the highest among the metropolitan
areas studied by the National Com-
pensation Survey (NCS). In contrast,
pay was lowest in the Brownsville,
Texas, metropolitan area, with a pay
relative of 78, meaning that Browns-
ville workers earned an average of 78
cents for every dollar earned by work-
ers nationwide.

Using data from the NCS, pay rela-
tives—a means of assessing pay dif-
ferences—are available for each of the
9 major occupational groups within
78 metropolitan areas, as well as av-
eraged across all occupations for each
area. Area-to-area comparisons have
been calculated for all 78 areas and
are available at www.bls.gov/ncs/
ocs/payrel.htm.

Find out more in “Occupational
Pay Comparisons Among Metropol-
itan Areas, 2006,” USDL news release
07-1455.

Coming soon in MLR

Next month, the Monthly Labor Re-
view will be devoted to presenting
BLS employment and economic pro-
jections over the 2006-16 period. The
issue will include articles on projec-
tions of economic growth, the labor
force, occupational employment, and
industry output and employment. [J
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Import and export
price trends in 2006

Import prices rose for the fifth consecutive year,

and export prices experienced their largest increase in 18 years;
the rise in corn and soybean prices led the increase

in export prices, while the continued rise in costs

for energy and metals influenced overall increases

in both the import and export price indexes

mport prices increased 2.5 percent

in 2006—the fifth consecutive an-

nual increase for this index—follow-
ing an increase of 8.0 percent in 2005.
Import prices excluding energy goods
increased 2.9 percent, compared with
a more modest 1.1-percent increase in
2005. Export prices were up 4.5 percent,
compared with a 2.8-percent increase
in 2005. The rise was the largest year-
to-year increase since the index rose 5.5
percent in 1988. Excluding agricultural
products, export prices rose 3.7 percent,
following a 2.6-percent increase the year
before. (See table 1.)

As in 2005, the increase in energy
prices influenced the overall increase for
import prices in 2006. Geopolitical in-
stability and supply concerns drove en-
ergy prices higher for the first 8 months
of 2006; however, due to price declines
that occurred later in the year, overall
price increases were much slower than in
2004 and 2005. Metals and energy prices
continued to increase in 2006, impact-
ing overall increases for both import and
export prices. Prices for industrial met-
als, namely aluminum and copper, along
with prices for iron and steel remained

high in 2006 due to strong industrial
and international demand. The contin-
ued price increase for both metals and
energy prices put upward pressure on
finished goods prices, namely automo-
tive vehicles and capital goods.

In contrast to 2005, the U.S. dol-
lar weakened against the Euro, United
Kingdom (UK.) pound, and Swiss franc
in 2006, impacting import prices for
capital goods, consumer goods, and, to a
lesser extent, automotive vehicles.

Other price measures

'The Consumer Price Index for All Ur-
ban Consumers (CPI-U) increased at the
same rate as the Import Price Index in
2006. As was the case with the Import
Price Index, the CPI-U also experienced
smaller increases compared with the pre-
vious 2 years, with energy prices playing
a smaller role compared with 2004 and
2005. (See chart 1.)

Opverall, the CPI-U increased 2.5 per-
cent in 2006, slower than the 3.4-per-
cent in 2005 and 3.3 percent in 2004.
'The energy component of the CPI-U rose
2.9 percent in 2006, compared with 17.1
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Import and Export Price Trends

IELICHMN U.S. import and export price indexes annual percent changes for selected categories of goods, 1997-2006

Relative
End Description importance, Percent change for 12 months ended in December—
use November
1
2006 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 |2004 | 2005 | 2006
Imports
All commodities.........cccevvviiiiiniicicnnn 100.000 -52 | -6.4 7.0 3.2 -9.1 4.2 24 | 67| 80 25
All imports excluding
Petroleum........coovvviiiniecieece 82778 | -2.8 | -3.3 .0 1.3 -4.5 3 12 | 37| 24 1.9
All imports excluding fuels.................... 80.324 — — — — — .0 1.0 3.0 1.1 29
0| Foods, feeds, and beverages................ 4.488 1.3 | -3.1 -3 -4.0 4.7 5.9 3.0 8.0 5.4 4.3
1| Industrial supplies and materials............ 35.271 | =104 |-171 33.7 13.8 | -24.6 21.9 9.5 | 220 | 255 5.0
Excluding petroleum 18.050 | -1.7 | -6.7 5.1 1.2 | -14.6 5.8 72 1164 | 113 4.6
Excluding fuels............ 15.596 — — — — — 3.6 6.3 | 134 | 44 11.1
10| Fuels and lubricants..........ccc.cccceeennen. 19.675 | -23.8 |-36.5 | 114.7 271 | -41.9 53.7 13.2 | 315 | 435 9
100| Petroleum and petroleum products... 17.221 | -25.5 |-40.8 | 137.2 176 | -39.5 56.9 12.8 | 30.3 | 424 5.3
2| Capital goods.........cccccerveriricriiieienn 21.560 -74 | -5.0| -33 -2.1 -2.7 -2.4 -1.1 -8 | -13 5
Excluding computers, peripherals,
and Semiconductors.............cccceeeene 15.091 -4.7 | -21 -1.8 -1.1 -1.0 -1.3 1.2 2.0 1.2 23
3| Automotive vehicles, parts
and eNgiNesS.......ccccveviiriieiieieeneee 14.691 5 .0 7 7 -2 5 9 1.8 4 7
4| Consumer goods, excluding
auUtoMOLIVES.......eeeiiiieceec e 23.989 -9 | -13 -4 -1.2 -8 -7 A 9 .6 1.4
Exports
All commodities.........coeviviiiinciiicinn, 100.000 -1.2 | -34 5 1.1 -2.5 1.0 22 | 40| 28 4.5
Agricultural commodities.. 8.115 -29 | -93| -6.8 3.1 -1.8 8.0 134 |-59 | 4.9 13.5
Nonagricultural commodities.................. 91.885 -1.0 | -2.7 1.2 9 -2.5 4 1.3 5.0 26 3.7
0 Foods, feeds, and beverages.............. 7.350 -33 | -83| -57 1.7 -5 7.9 12.6 | -4.5 4.3 13.8
1| Industrial supplies and materials............ 30.132 -14 | -71 53 3.6 -8.6 5.0 6.8 | 15.1 8.4 9.0
Nonagricultural industrial supplies
and materials...........ccooevieiiniinince 28.638 -1.3 | -6.9 6.3 3.3 -8.4 4.8 6.3 | 166 | 8.5 9.2
2| Capital goods.........cccvevvirieiiiniiiiieeene 39.585 -16 | -1.8 | -1.1 3 -8 -1.3 -6 T -5 1.1
Excluding computers, peripherals,
and semiconductors...........cccceeveeeennee 30.193 -3 -7 -4 .8 .0 5 9 21 21 3.0
3| Automotive vehicles, parts
and NgINES........ccoeiueeiiiiiiieiieeieeseene 10.683 .8 ) 1.0 5 4 .8 5 11 1.0 1.5
4| Consumer goods, excluding
AUtOMOLIVES......vviiiiiccec e 12.250 .8 -8 .6 -4 2 —.6 6 | .13 7 21
' Relative importance figures are based on 2004 trade values. Note: Dash indicates data not available.

percent in 2005 and 16.6 percent in 2004. Overall energy
costs advanced at a 22.8-percent annual rate in the first
half of 2006, then declined at a 13.4-percent annual rate
in the second half of the year. Excluding food and energy,
the CPI-U increased 2.6 percent in 2006, compared with
2.2 percent in both 2005 and 2004. (See chart 2.)

The Producer Price Index (PPI) also increased in 2006,
in a fifth consecutive annual increase. Unlike the Export
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Price Index, lower energy prices led to a smaller increase
in the PPI in 2006 than in past years. Finished goods
prices increased 1.1 percent in 2006, much slower than the
5.4-percent increase in 2005. 'The slower rate of increase
can be attributed to the index for finished energy goods,
which fell 2.0 percent in 2006 after climbing 23.9 percent
in 2005. Finished goods excluding foods and energy rose
2.0 percent in 2006, compared with 1.4 percent in 2005.



Changes in the PpI, CPI, and import energy price indexes, 2002-06
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Import and Export Price Trends

Import price trends

Energy. Import petroleum prices rose 5.3 percent in
2006, a significantly smaller increase than the 42.4-per-
cent advance in 2005 and the 30.3-percent rise in 2004.
'The index movement during the first 8 months of the year
mirrored the increases seen during the last 2 years, but a
steep drop in petroleum prices in the fall led to the smaller
increase for the year. (See chart 3.) Despite the smaller
increase in petroleum, prices for energy products still had
a significant impact on import prices in 2006.

During the first two-thirds of the year, petroleum prices
continued to climb steeply as they had in the previous 2
years. Several factors led to fears that supply would not
be sufficient to meet continued strong demand, including
geopolitical instability and a forecast for an active hur-
ricane season. Limited spare capacity also led to concerns
that supply disruptions could unbalance the market and
push prices higher.! In light of these uncertainties, oil
market participants, fearing they would be unable to get
needed supplies, began to store additional inventories as a
buffer against possible future supply problems.?

Supply concerns stemmed from instability in the Middle
East and Africa,? as well as the shut down of the Brit-
ish Petroleum (BP) oil field in Prudhoe Bay.* The dispute
between Iran and much of the world community over
Iran’s resumption of its nuclear program raised fears that
Iran would face punitive actions from the United Na-
tions Security Council or would halt exports as a political
tactic.” A supply disruption from Iran could have had a
significant impact on prices because global spare produc-
tion capacity was less than the amount of oil Iran, the
world’s fourth largest oil exporter, was exporting per day.®
Political instability in Nigeria, the world’s eighth larg-
est oil exporter, also led to higher prices, as attacks on
pipelines and kidnappings of foreign oil workers reduced
Nigerian exports by approximately 20 percent in Febru-
ary 2006.” Nigerian oil production remained significantly
below normal levels throughout the spring and summer.?
'The war between Israel and Hezbollah, while not directly
affecting oil supplies, added to market anxiety as market
participants feared the hostilities would spread, affecting
oil exports from the region.” BP’s August 6th announce-
ment that it would be shutting down its Prudhoe Bay oil
field due to pipe erosion and a small leak, contributed to
the rise in petroleum prices as well.

The forecast for an active hurricane season also con-
tributed to concerns about future supply problems and
higher prices for the first two-thirds of 2006. The Na-
tional Oceanic and Atmospheric Administration (NOAA)
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predicted that the 2006 hurricane season would be even
more active than in 2005, when hurricanes Katrina and
Rita significantly impacted oil production along the U.S.
Gulf Coast,' an important source for U.S. production of
crude oil and natural gas.! The past few hurricane sea-
sons hampered activity in the Southern United States and
NOAA’s 2006 forecast gave energy markets another reason
to be cautious.

While it appeared that energy prices were poised to
end the year significantly higher as they had in 2004 and
2005, the last few months of 2006 saw a dramatic shift in
the upward trend that had marked the past few years. Pe-
troleum prices fell sharply, 11.0 percent in September and
10.4 percent in October—the largest 2-month decline
since April and May 2003, when prices fell 23.8 percent.

Many of the geopolitical problems that had heightened
supply fears earlier in the year subsided in the fall."> The
political situation in Iran abated somewhat as the United
Nations Security Council’s resolution deadline—giving
Iran until August 31st to suspend uranium enrichment
or face possible sanctions—passed without sanctions and
Iran renewed talks with the Western nations.”® The hos-
tilities between Israel and Hezbollah ended in August.™
As for actual supply problems, BP, which had announced
it would be shutting down its Prudhoe Bay oil field in
August, was able to restore the oil field to full production
ahead of schedule.”” That announcement, coupled with
the fact that U.S. inventories were well above the 5-year
average for that time of year, contributed to the easing of
supply fears.’® Also, as the year came to an end, it became
apparent that the record-setting hurricane season of 2005
would not be repeated in 2006."

While geopolitical issues remained a factor, especially
because the situation in Nigeria remained unstable, they
exerted less of an influence on oil prices.' Previously, ex-
pectations of supply problems had led many oil market
participants to purchase additional inventories earlier in
the year. When the anticipated supply problems didn’t
occur, market participants then sold oft contracts and
prices plunged.”

Natural gas prices fell in 2006, decreasing 28.4 percent,
partially reversing the large increases in 2004 and 2005
when prices jumped 42.5 percent and 54.9 percent, re-
spectively. Natural gas prices had risen sharply following
Hurricane Katrina in 2005, due to damage to platforms
and underwater pipelines, but prices retreated in early
2006. Prices plummeted in February 2006, the largest
1-month drop since April 2003, and dropped further
in March when fears of shortages were reduced. Mild
weather coupled with high reserve levels held natural gas



Changes in the import petroleum prices index, December 2005 to December 2006
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Import and Export Price Trends

prices down for most of the year.?® The mild hurricane
season also helped keep both demand and prices stable
later in the year.

Two brief departures from the temperate weather
caused natural gas prices to jump a couple of times in
2006. First, a heat wave in August caused demand for
air-conditioning to peak, helping to push up natural gas
prices. Later, the first cold spell in November also pushed
prices for natural gas up 43.2 percent, the largest advance
since November 2004.

Nonfuel industrial supplies and materials. 'The price in-
dex for import nonfuel industrial supplies and materials
rose 11.3 percent in 2006, after a 4.4-percent advance in
2005.

Higher metals prices were the largest factor moving
the index up throughout 2006. Unfinished metals prices
increased across the board for most of the year, rising 34.3
percent overall. (See chart 4.) Prices for industrial metals
such as aluminum, copper, zinc, and nickel remained high,
as they have since the latter half of 2005, due to strong
demand and low stock levels.** Precious metal prices also
remained strong as investors turned to precious met-
als such as gold and silver as a hedge against inflation.?

Prices for iron and steel mill products were below the re-
cord highs posted in 2004, but were still up 19.3 percent
for the year.

However, metals prices did not trend up throughout all
of 2006. Fears that interest-rate increases would lead to
diminished economic growth caused a market correction
in mid-May through mid-June.”® Most metals prices re-
sumed their upward trend in July though, as investors re-
gained confidence in the market. One exception was gold
prices which declined for several months in the fall as fuel
prices fell and the demand for hedge products weakened.
Gold prices resumed their upward trend in December and
increased 31.1 percent for the year.

Copper prices also diverged from the other metals
prices towards the end of the year, experiencing a 4-
month slide to close 2006. In May, strong industrial and
speculative demand as well as supply concerns pushed
copper prices to record levels on commodity markets,
causing buyers to seek cheaper alternatives.”® As a result,
demand dampened and prices began to slide. A surplus in
the world refined copper market through October 2006
of 73,000 metric tons, compared with a 201,000 metric-
ton market deficit for the same period in 2005, played a
role in the downward shift in prices as well.*® A slump

Changes in the import unfinished metals price index, 2006
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percent change percent change
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in construction/housing starts also contributed to reduced
demand for copper.

Chemicals prices remained relatively high in 2006,
increasing 4.4 percent. Higher oil prices put pressure on
petroleum and natural gas-based products such as plastics.
Strong demand for these products also contributed to the
upward pressure on prices.

Lower prices for building materials dampened the
overall increase for nonfuel industrial supplies and ma-
terials. Prices for building materials fell 5.4 percent in
2006. Housing starts, which had been strong in recent
years, fell 12.9 percent in 2006 leading to softer demand.?’
An excess of supply of softwoods spruce, pine, and fir also
helped to push prices lower. In order to avoid penalties
from the Softwood Lumber Agreement, Canadian pro-
ducers exported aggressively to pre-empt the impact of
the agreement which was signed on September 12, 2006.

Capital goods. Prices for capital goods reversed direc-
tions in 2006, with a 0.5-percent increase, after a 1.3-per-
cent decrease the previous year. (See chart 5.) The change
was the first annual increase for the index since 1995
and is primarily attributed to increases in raw material
costs. Prices for capital goods excluding computers and

semiconductors increased 2.3 percent, almost double the
1.2-percent increase of 2005, and were the largest increase
for the index since 1994. Annual contract renegotiations
reflected higher material costs, namely for copper, steel,
aluminum, and fuel. However, a decline in copper prices
helped moderate increases in the index later in the year
as prices moved lower for the first time since June 2005.
For example, declining demand for copper used to make
wiring and other products for the depressed housing con-
struction market, along with softer demand for appliances
and automotive vehicles, impacted the reverse in prices.?®
Currency fluctuations impacted the index to a lesser ex-
tent. The Euro and UK. pound contributed to upward price
movement, with the UK. pound reaching a 14-month high
against the U.S. dollar in early December.’

Computers, peripherals, and semiconductors prices
declined 3.6 percent, following a much larger 6.5-per-
cent decrease in 2005. The index declined throughout
the year with the exception of a 0.1-percent increase in
November—the first monthly advance for the index since
September 2003. Weak demand, market saturation, rapid
product innovation, increasing production efficiencies,
and intense competition continued to move prices down-
ward in this industry.

Changes in the import capital goods, consumer goods, and automotive vehicles price indexes, 2006
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Import and Export Price Trends

Automotive vebicles, parts and engines. 'The price index for
automotive vehicles, parts and engines increased 0.7 per-
cent in 2006, the fifth consecutive annual increase for this
index. (See chart 5.) Strong sales for luxury cars in con-
junction with higher raw material and energy costs pushed
prices for passenger vehicles and trucks up during most of
the year. The strengthening of the Euro against the U.S.
dollar also contributed to the increases at the beginning of
the year, while new model introductions in the latter part
of the year contributed to the upward movement.

The import parts index increased overall because of
higher metal and energy costs.

Consumer goods. ~ Prices for import consumer goods, ex-
cluding automotives increased 1.4 percent in 2006, after
rising 0.6 percent in 2005. (See chart 5.) 'This was the
fourth consecutive and the largest increase since 2003.
Consumer goods prices were impacted more by changes
in the exchange rate than from raw materials prices, but
higher raw materials prices played a role in pushing up
import consumer prices in 2006.

Import consumer prices began the year higher, as typi-
cally many companies implement annual contract adjust-
ments at the beginning of the year. Higher metals prices
began to impact import consumer goods prices in May
when a sharp upturn in costs for precious metals, specifi-
cally gold, pushed up prices for jewelry.

Most consumer goods categories increased over the
year, most notably coins, gems, and jewelry, which was
up 22.1 percent for 2006. Home entertainment equip-
ment was the only area where prices declined, falling 3.6
percent over the year. Similar to 2005, production cost
savings pushed prices lower due to economies of scale and
competition.

Foods, feeds, and beverages. Prices for imported foods,
teeds, and beverages rose 4.3 percent in 2006, after larger
increases of 5.4 percent in 2005 and 8.0 percent in 2004.
'This index has risen each year since 2002.

Vegetable prices had a significant upward impact on
the import foods, feeds, and beverages index, but the in-
crease for vegetables was less than in recent years. Veg-
etable prices increased 7.0 percent in 2006, compared
with an 18.0-percent advance in 2005 and a 21.6-percent
increase in 2004 when several hurricanes battered Florida
and Mexico. Early in the year, vegetable prices fell sharply
when supply finally began to return back to pre-hurricane
levels and demand for imported produce diminished as
domestic production resumed.*® Prices then remained up
for most of the rest of the year. Both fruit and vegetable
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prices increased as an excess of rain in the major growing
regions in Mexico and Central America put pressure on
supply.

Coffee prices ended the year up 13.8 percent despite
falling for most of the first half of 2006. After surging in
late 2005, coffee prices began to stabilize in February. To-
wards the end of the year, prices rose because of produc-
tion problems in Vietnam and an anticipated reduction in

the 2007-08 Brazilian crop.*

Locality of Origin price indexes. As previously discussed,
petroleum prices moved upward during the beginning of
the year then dropped the latter half of the year, with a
number of Locality of Origin price indexes following the
same pattern. The indexes were driven upward by higher
petroleum prices from countries that export the product
to the United States, namely the European Union (EU),
Mexico, and Canada. However, increases from those
countries were smaller compared with 2004 and 2005, as
oil prices increased at a slower pace in 2006.

Manufactured goods from the EU rose 5.5 percent fol-
lowing a more moderate increase of 1.8 percent in 2005,
while nonmanufactured goods rose a modest 4.1 percent,
compared with the 17.2-percent increase in 2005 and the
37.3-percent increase in 2004. Increases in the EU price
index were also partially attributed to the strengthening of
the Euro and UK. pound against the U.S. dollar. Manufac-
tured goods from Latin America rose 3.0 percent, com-
pared with 7.3 percent in 2005, while nonmanufactured
goods from the same region rose a modest 6.1-percent
in comparison with 41.9 percent in 2005. Manufactured
goods from Canada rose 2.7 percent, compared with 4.4
percent in 2005, rising for the fifth consecutive year, while
nonmanufactured goods declined 8.3 percent, reversing
the trend of increases over the past 4 years, when the index
rose 37.8 percent and 32.0 percent in 2005 and 2004, re-
spectively. The Canadian price index for nonmanufactured
goods experienced its first decline in 5 years due to the
offsetting impact of lower natural gas and lumber prices
on higher petroleum prices.

Prices from Japan and China continued their down-
ward trend, with both indexes falling 1.2 percent. The
annual change in prices for commodities from Japan has
consistently declined since November 2005. The annual
change in prices for commodities from China has steadily
declined since December 2004, the first month of an-
nual index calculations available for China, with annual
declines ranging from 0.5 percent to 1.4 percent. Figures
from Chinese customs show that in the first 11 months

of 2005, China exported to the United States 1.29 billion



pieces of knit goods worth 3.93 billion U.S. dollars, with
average unit price reaching 3.05 U.S. dollars, down 43.69

percent from the previous year. *

Export price trends

Agricultural goods. 'The export agricultural goods price
index rose 13.5 percent in 2006, after a more modest 4.9-
percent rise in 2005.

Corn prices led the overall advance, rising 60.4 per-
cent in 2006. Corn prices remained flat for most of the
year, but strengthened in the last months of 2006 due to
strong demand as well as a downward revision in the 2006
harvest.*> Although output remained historically strong,
growing demand and fears of supply shortages pushed
corn prices higher. The surge in demand for corn came
from the world’s livestock producers, most notably China,
as well as from U.S. ethanol producers as ethanol became
increasingly important as a fuel additive.

Strong global demand for crude oil combined with the
Energy Policy Act of 2005 and Federal tax credits stimu-
lated an expansion of ethanol production in the United
States. With mandated increases in the use of renewable
tuels and the lack of liability protection for the popular
fuel additive methyl tertiary butyl ether (MBTE), the in-
terest in ethanol as a replacement has increased.*

As in the past several years, soybean prices were also a
leading influence on the agricultural goods index. After
remaining stable in the latter months of 2005, soybean
prices fluctuated in the early part of the year. Prices slid
in April based on reaction to projections from the U.S.
Department of Agriculture that U.S. farmers planned
to increase soybean planting,® but rose in May as rainy
weather force farmers to delay planting.** Soybean prices
rose sharply in November and ended the year up 14.1
percent. The atypical fall price increase resulted from the
surge in corn prices which had a residual impact on soy-
beans as farmers switched acreage from soybeans to corn
to take advantage of higher prices in the corn industry.

Wheat rose 25.7 percent in 2006, compared with 4.9
percent in 2005. Wheat prices increased due to lower
projected crop yields in 2006 as a result of drought in

some parts of the country.

Nonagricultural industrial supplies and materials. Export
nonagricultural industrial supplies and materials prices
were up 9.2 percent in 2006, after increasing 8.5 percent
in 2005. 'The rise was the fifth consecutive increase for
this index and the second largest increase over that 5-year
period after a 16.6-percent advance in 2004.

Much of the increase for export nonagricultural in-
dustrial supplies and materials prices can be attributed
to higher fuel prices. Prices for export petroleum and
petroleum products increased 11.6 percent in 2006. Ex-
port petroleum product prices reflected import petroleum
prices—that is, rising in the first two-thirds of the year
before declining—for the same reasons.

Higher gasoline prices, which make up a larger percent
of export trade than import trade, also contributed to the
increase. Strong demand and higher crude oil prices ac-
count for some of the advance, but reduced inventories
also contributed to higher gasoline prices. Lower inven-
tories were due partly to refinery maintenance that had
been deferred from last fall.*” Reduced inventories also
resulted from the switch from MBTE to other gasoline
additives.”® Gasoline prices declined in the fall along with
crude petroleum prices; the end of the summer driving
season also contributed to the drop in prices.

Export nonferrous metals prices also continued to
increase, rising 41.5 percent in 2006, twice the increase
as the year before. As with import metals prices, robust
demand buoyed prices for industrial metals while investor
demand pushed up prices for precious metals as a hedge
against inflation.

Chemical prices increased slightly in 2006, rising 1.5
percent. Chemicals prices rose because of higher petro-
leum prices.

Capital goods.  Prices for exported capital goods increased
1.1 percent in 2006, following a 0.5-percent decrease in
2005. This was the largest increase for the index since an
1.8-percent increase in 1995. The price index for capital
goods excluding computers, peripherals, and semiconduc-
tors increased 3.0 percent, compared with 2.1-percent
increases in both 2004 and 2005. The 2006 increase was
the largest for this index since 1991. As with imports, the
increase was dominated by rising material costs, namely
metals and energy; however, several price decreases took
place towards the end of the year, including a reversal in
copper prices, which helped to temper these increases.
'The strengthening of the Euro against the U.S. dollar also
contributed to the increase in the index. Because the in-
dexes are priced in U.S. dollar terms, prices for a small but
growing number of items reported in foreign currencies
are converted to U.S. dollars, resulting in higher dollar
prices for the items.

Computers, peripherals, and semiconductors prices de-
clined 4.8 percent, following a much larger 7.1-percent
decrease in 2005. As with imports, weak demand, market
saturation, rapid product innovation, increasing produc-
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Import and Export Price Trends

tion efficiencies, and intense competition continued to
drive prices down in the industry overall. The computer
price index continued to decline and the semiconductor
price index moved down steadily throughout the year.
Price declines resulted from newer technology, manufac-
turing efficiencies, and weak demand. For example, in the
semiconductor industry, the newest chips on the market
have circuits with lines less than 0.13 microns across—less
than one-thousandth the width of a human hair. The finer
the lines, the more transistors can be packed onto the
same chip and the more transistors on a chip, the faster
the data can be processed. Fierce competition and new
technologies have the ability to lower the cost of produc-
tion per chip within a matter of a month, causing the price

of a new chip to drop by half.*

Automotive vebicles, parts and engines. The price index
for automotive vehicles, parts and engines continued to
trend upward, increasing 1.5 percent in 2006, compared
with a more moderate 1.0-percent rise the year before.
'The only decline of the year occurred in November as a
result of a late-year downturn in steel prices, which im-
pacted auto parts. The index for automobiles and trucks
increased 0.6 percent, with increased manufacturing and
raw material costs as the primary contributor impacting
this index. Steel and fuel costs, along with other metals
costs were responsible for the material increases.

'The index for auto parts ended the year 2.3 percent
higher than in 2005, again with increased raw materials
costs for steel, aluminum, plastics, fuel, and by July, rubber
impacted prices as well.

Consumer goods.  Export consumer goods prices increased
2.1 percent in 2006 after rising 0.7 percent last year. The
2006 advance was the fourth consecutive and largest in-
crease since the index began trending upward in 2003.

Export consumer goods prices increased for many of
the same reasons as the import measures—exchange rate
pressures and higher raw materials costs. The index began
the year up and remained up for most of the year. The
largest increase occurred in January when the index rose
0.4 percent in conjunction with annual contract adjust-
ments. Sharply higher gold prices also led to a jump in
the prices of jewelry.

Notes

Similar to capital goods prices, higher prices for export
consumer goods were partially attributable to the falling
dollar.

Services. Air passenger fares were driven by exchange
rates, higher fuel prices, and strong demand in 2006, after
being moved mainly by exchange rates in 2005. Import
air passenger fares rose 7.8 percent in 2006, almost twice
the 2005 increase of 4.1 percent. High fuel prices led the
advance, although higher demand also contributed to the
increase as well. Export air passenger fares rose 7.0 per-
cent in 2006, resuming an upward trend, after declining
4.3 percent in 2005. Exchange rates were the primary
reason for the increases, as the weaker dollar led to higher
fares early in the year.

Air freight rates were affected by rising fuel surcharges
as well as the depreciation of the U.S. dollar versus several
European currencies. Import air freight rates rose 1.8
percent in 2006, following a similar 1.7-percent increase
in 2005. Export air freight rates rose 4.2 percent in 2006,
tollowing a 5.6-percent increase in 2005.

Inbound ocean liner freight prices declined 10.1 per-
cent in 2006, the first decrease since an 8.1-percent drop
in 2001 (prices were up 3.3 percent in 2005). Early in
the year, many companies renegotiated their contracts and
rates fell due to excess capacity and competition. These
contract renegotiations impacted the index in late spring
and early summer, causing a 3-month drop of 10.4 percent
from May to July. Rates were expected to drop dramati-
cally in 2006 due to forecasts of overcapacity, but strong
demand moderated the fall in rates.

'The inbound crude oil tanker price index fell 20.1 per-
cent in 2006, after falling 17.2 percent in 2005. Prices
started 2006 on an upward trend due to the after effects
of Hurricane Katrina. Oil production along the Gulf of
Mexico had been reduced for a period, thereby increasing
the demand for imported oil. However, prices dropped
significantly beginning in March as capacity began to
increase. Many refineries in the Northern Hemisphere
underwent routine maintenance in the spring which re-
sulted in excess capacity. The maintenance period came to
an end in June just as summer demand began to pick up,
pushing prices up. Prices remained steady throughout the
remainder of the year. O

' E14 Petroleum Marketing Monthly (U.S. Department of Energy, Energy
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The rise and decline of auto
parts manufacturing in the Midwest

Prior to its recent decline, the Midwest auto parts
manufacturing industry experienced two distinct periods

of employment and wage growth: strong expansion
from 1992 to 1995 and modest gains from 1995 to 2000

he Midwest region has a long repu-

tation as a hub for the automobile

industry in the United States.! Al-
though the “Big Three” (General Motors,
Ford, and Chrysler) of the auto manufactur-
ing sector garner a great deal of media at-
tention, employment in the complementary
auto parts manufacturing sector is roughly
three times as large.?

‘The Midwest is the clear leader in the auto
parts manufacturing industry, with more than
half of the Nation’s auto parts workers em-
ployed in the five States (Ohio, Michigan, In-
diana, Illinois, and Wisconsin) of the region.®
The region also has the industry’s highest
wages: since 1992, Midwest auto parts pro-
ducers’ average weekly wages have been at
least 30 percent higher than those of their
non-Midwest counterparts.* The country’s
three States with the largest number of auto
parts production jobs—Michigan, Ohio, and
Indiana—are also located in the Midwest.

Between 1992 and 2006, the Midwest’s
auto parts manufacturing industry lost more
than 52,200 jobs, or 12.7 percent, of its em-
ployment.® This loss was not the result of an
ongoing decline; rather it was the sum of
three distinct periods. During the first period,
1992 to 1995, both employment and wages
experienced a healthy expansion, growing
faster than total employment in the private
sector, both in the Midwest and nationally.®
'The second period, from 1995 to 2000, was
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largely flat, with the industry experiencing
modest employment and wage growth at a
pace below that of the Nation as a whole.
'The third period, 2000 to 2006, represented
an unabated decline for the industry in the
Midwest, with both employment and wages
suffering steep declines, erasing the gains
from the previous two periods. (See chart
1.)

Using employment and wage data from
the Bureau of Labor Statistics Quarterly
Census of Employment and Wages (QCEW)
program, this article examines employment
and wage trends in the auto parts industry
in the Midwest from 1992 to 2006, divid-
ing the data into the three distinct periods
mentioned earlier. The annual data were de-
rived from each year’s first quarter statistics.
Nominal wages were deflated using the U.S.
city average Consumer Price Index. The pe-
riods covered include the peaks and troughs
of the business cycle and, as such, contain a
recession beginning in March of 2001 and
ending in November 2001, as well as the
subsequent recovery. In addition to discuss-
ing the trends in the Midwest region as a
whole, the article discusses the auto parts
industry’s employment and wage trends in
three Midwestern States with the largest
employment. Also, the factors potentially
affecting the industry’s recent decline, such
as the increasingly prevalent foreign sector
and domestic competition, are discussed.



Chart 1. Indexed employment, selected industries, 1992-2006
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The growth years: 1992-95

Employment.  From 1992 to 1995, the Midwest auto
parts industry experienced 3 years of continuous growth.
Employment increases during this period were driven by
increased demand for new domestic cars and light trucks,
which rose 20.7 percent between 1992 and 1995.7 Over the
199295 period, employment in the Midwest auto parts
manufacturing industry expanded by more than 56,100
jobs, a gain of 13.6 percent. During this same period, to-
tal private employment growth in the Midwest was 9.6
percent and national total private employment growth
was 8.4 percent.® The employment gains of the auto parts
industry are even more pronounced when compared with
the manufacturing sector as a whole: from 1992 to 1995,
employment in the manufacturing sector grew 3.0 percent
nationally’ In comparison, the Midwest’s manufacturing
sector, including the burgeoning auto parts sector, grew 7.2
percent. (See table 1.)

Among the three largest auto parts producing States,
Indiana had the fastest growth at 15.4 percent. In terms
of net job growth, Michigan was the leader, adding almost
26,600 auto parts producing jobs, a gain of 14.5 percent.

Ohio’s auto parts industry grew by 13.0 percent, adding
more than 12,900 jobs.

Wages.  Average weekly wages in the Midwest auto parts
manufacturing industry also experienced robust growth
during the 1992-95 period."” After being adjusted for in-
flation, average weekly wages grew by 20.5 percent (from
$733 to $883)."" Outside the Midwest, auto parts produc-
tion wages increased 6.6 percent. (See table 2.) Already the
highest in the Nation in 1992, the Midwest’s rapid wage
growth widened the wage differential between its auto parts
workers and those in the rest of the Nation. By 1995, Mid-
west auto parts producers were earning 60.6 percent more
per week than non-Midwest workers in the same industry.

During the same period, average weekly wages in man-
ufacturing grew 9.1 percent (from $615 to $671) in the
Midwest and 4.4 percent (from $574 to $599) nationally.
National average weekly wages across all private indus-
tries rose 9.8 percent (from $478 to $525).

Among the region’s three leading States, Indiana’s auto
parts manufacturers experienced the largest wage growth
over the 3-year period, with average weekly pay increas-
ing by 24.2 percent (from $707 to $878). Ohio’s weekly
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Midwest Auto Parts Manufacturing

LELICRM Employment levels in auto parts and other industries, 1992—-2006
[Numbers in thousands]
Employment levels Net change
Region ploy v ] Percentage change
and industry 1995- 1995- 2000-
1992 1995 2000 2006 1992-95 2000 2000-06 | 1992-95 2000 06

Midwest auto parts

manufacturing ................ 412.5 468.6 488.5 360.3 56.2 19.8 -128.2 | 13.6 42 -26.2
Non-Midwest auto parts

manufacturing ................ 282.7 339.7 354.6 301.6 57.0 14.9 -53.0 | 20.1 4.4 -14.9
Midwest manufacturing... | 3,723.5 | 3,999.1 4,041.7| 3,203.2 267.6 50.6 -838.4 7.2 1.3 -20.7
National manufacturing ... | 16,599.1 | 17,099.9 | 17,263.9 | 14,074.8 500.8 164.0 | —3,189.1 3.0 1.0 -18.5
Total national private

employment ..........cc...... 86,915.6 | 94,238.7 [107,239.0 | 110,187.4| 7,323.1 | 13,000.4 2,948.4 8.4 13.8 2.7

Source:  BLs Quarterly Census of Employment and Wages.

wage increase was second at 20.3 percent (from $705 to
$848) and weekly pay for Michigan’s auto parts producers
increased 18.8 percent (from $810 to $962).

The plateau period: 1995-2000

Employment. During the second half of the nineties,
employment expansion in the Midwest’s auto parts in-
dustry slowed substantially. From 1995 to 2000, indus-
try employment growth slowed to 4.2 percent. While
the growth rate during this period was below both the
industry’s robust growth of the early nineties and total
national private employment growth from 1995 to 2000
(13.8 percent), it still represented an increase of almost
20,000 jobs. It also outpaced the growth rate in both the
regional and national manufacturing sectors: during the
1995 to 2000 period, Midwest manufacturing industry
employment increased by 1.3 percent and national manu-
facturing employment grew by 1.0 percent.

As with the previous period, growth during the plateau
period was unevenly distributed across the region’s three
largest auto parts producing States. Michigan expanded
the most with 7.6 percent job growth, while Ohio grew
2.0 percent and Indiana expanded only 0.2 percent.

Wages.  Average weekly wage growth in the Midwest auto
parts industry also slowed during the 1995-2000 period,
increasing a moderate 5.0 percent. All related industries
reported larger average weekly wage gains. Weekly wages
in auto parts outside the Midwest increased 7.3 percent.
National and Midwest manufacturing weekly wages rose
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15.4 percent and 7.2 percent, respectively, while total pri-
vate national wages increased 7.6 percent.

Among the three largest auto parts producing States,
Michigan led with an 8.7-percent average weekly wage
increase. Indiana was second, with average weekly wage
gains of 3.4 percent, while Ohio was the only one of the
three largest States to experience a decline in its average

weekly wages, falling 2.6 percent.
The decline period: 2000-06

Employment.  After 2000, a combination of the 2001
recession, foreign competition, domestic relocation, and
increased productivity through automation contributed to
a decline of jobs in the Midwest auto parts manufactur-
ing sector. From 2000 to 2006, the sector lost more than
128,200 jobs, a decline of 26.2 percent. This decline repre-
sents a loss greater than the gain in the 1992-2000 expan-
sion period. While not as severe as the losses in Midwest
auto parts production, most related industries also expe-
rienced sharp declines during this period. The auto parts
sector in other regions of the country lost 14.9 percent of
its jobs, while manufacturing employment in the Midwest
declined by 20.7 percent and the national manufacturing
sector fell 18.5 percent.

The Midwest auto parts industry began its decline
before the 2001 recession, losing almost 34,600 or 7.1
percent of its jobs between 2000 and 2001. The national
manufacturing sector also declined during this period,
losing 2.4 percent of its jobs.” In this same period, total
private employment increased by 1.0 percent. During the



LELICY M Real average weekly wage levels in auto parts manufacturing and related industries, 1992-2006

Average weekly wage (in 2000 dollars) Percent change
Region and industry 1995
1992 1995 2000 2006 1992-95 . 2000-06
2000
Midwest auto parts
manufacturing ............c..c....... $733 $883 $927 $762 20.5 5.0 -17.8
Non-Midwest auto parts
manufacturing..............c...... 516 550 590 583 6.6 7.3 -1.2
Midwest manufacturing ........... 615 671 719 706 9.1 7.2 -1.8
National manufacturing ........... 574 599 691 712 4.4 15.4 3.0
Total national private
employment ... 478 525 565 589 9.8 7.6 4.2
SouRce: BLs Quarterly Census of Employment and Wages.

2001-02 period, which includes the recession, the Mid-
west auto parts industry declined another 7.8 percent,
while total private employment fell 2.5 percent nation-
ally. The subsequent national economic recovery did not
help the Midwest auto parts industry. Between 2002 and
2006, the industry suffered additional losses and saw its
employment decline 14.0 percent further. Weakness in
the manufacturing sector was not unique to the Midwest
region during that period. Employment in the manufac-
turing sector at the national level also declined, falling by
8.2 percent between 2002 and 2006.

'The Midwest auto parts production industry’s largest
decline during the 2000-06 period in terms of both net
and percentage loss occurred in Michigan, which lost more
than 73,600 jobs, a decline of 32.5 percent. The region’s
other two leading States also experienced severe losses,
with Ohio losing 19.4 percent of its jobs and Indiana jobs
falling 22.9 percent.

Wages.  Average weekly wages in the Midwest’s auto parts
production industry fell substantially along with employ-
ment. During the 2000-06 decline period, the Midwest
auto parts industry saw its average weekly wages drop 17.8
percent (from $927 to $762). Outside the Midwest, the
drop in average weekly wages in auto parts manufacturing
was far more restrained, declining only 1.2 percent (from
$590 to $583). This difference in wage declines greatly
reduced the aforementioned wage gap between Midwest
auto parts manufacturers and those outside the Midwest.
In 2006, average weekly wages in auto parts production in
the Midwest were 30.7 percent higher than those in the rest
of the country. While still a sizable gap, this was a decided
drop from the peak gap of 60.6 percent in 1995.

Among the three largest auto parts producing States,
Indiana had the largest average weekly wage decline at
18.0 percent and Ohio was second, with its average weekly
auto parts production wages falling 14.3 percent. Michi-
gan, the State with the highest wages in the industry, ex-
perienced a decline of 13.9 percent.

Average weekly wages in the manufacturing sector fol-
lowed a decidedly different path from those of auto parts
manufacturers. During the 2000 to 2006 period, average
weekly wages in manufacturing in the Midwest dropped
by only 1.8 percent, while average weekly manufacturing
wages increased 3.0 percent at the national level. During
this period, average weekly wages in all private industries
increased 4.2 percent nationally. (See chart 2.)

Likely causes of job loss

'The decline in auto parts manufacturing employment was
not due to a decline in the overall demand for new auto-
mobiles. Auto purchases during the first half of the 2000
period were well above levels in the nineties and the auto
industry’s two highest demand years have occurred since
2000." Several other factors, however, may have contrib-
uted to the employment decline of the Midwest auto parts
industry.

The first and most often mentioned cause is the in-
creasing presence of the foreign sector. In 2000, auto parts
imports to the United States totaled $48 billion, about 7
percent more than its export level of $45 billion. By 2006,
this gap had increased to 51 percent ($71 billion in im-
ports versus $47 billion in exports).” Midwest employ-
ment in auto parts manufacturing declined during this
same period. (See chart 3.)
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Midwest Auto Parts Manufacturing

(o EluM Change in real average weekly wage in the auto parts manufacturing and related industries, 1992-2006
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(o Ely M Imports, exports, and employment in the auto parts manufacturing industry, 1999-2006
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In addition to increased imports from historical players
in the auto parts industry such as Canada and Japan, other
countries also expanded their market share or entered the
auto parts market. The most notable case is China, which
until recently had only a very small presence in auto parts
manufacturing.’®

In addition to the increased foreign presence, Midwest
auto parts producers also faced expanding domestic com-
petition. While the largest domestic auto companies still
tend to get the bulk of their parts from the Midwest, an
increasing number of foreign-owned companies are locat-
ing auto parts plants in other regions. This can be seen
most clearly in recent developments in the neighboring
East South Central region (Alabama, Kentucky, Tennes-
see, and Mississippi) an area that offered a central location
similar to that of the Midwest, but as of 2000, had auto
parts manufacturing wages that were 38 percent lower.*
States in the East South Central region also offered new
companies generous tax benefits.”” While other regions
were experiencing declines during the 2000-06 period,
the East South Central region was able to maintain its
employment level.’® (See chart 4.)

'This stability in the East South Central region, coupled
with the Midwest’s declines has further delineated the
northern and southern components of what researchers
have dubbed the “auto corridor.”*’ Collectively, these 12
States accounted for about 75 percent of the Nation’s auto
parts jobs throughout the 200006 period. During this
time, the southern corridor’s share of national auto parts
employment (which mostly consists of production for for-
eign-owned companies) increased from 17 percent to 21
percent and the share of the northern corridor (which pri-
marily produces for domestic companies) dropped from
58 percent to 54 percent.?

Less obvious than the above discussed issues, but still
a factor possibly affecting auto parts employment, was in-
creased automation and a resulting increase in productiv-
ity. From 2000 to 2005 (the last year for which data are
available), output per work hour in auto parts production
rose by 28.6 percent.? This increased output per hour has
grown faster than demand for new cars and, therefore, re-
duced the need for workers.?

This combination of increased productivity and de-
creased employment was not unique to the auto parts

(o ELuX:M Percentage change in auto parts production employment, selected periods, 1992-2006
Percentage Percentage
change change
30 30
20 + 20
10 - -10
0 0
-10 W 1992-95 =10
[ 1995-2000
-20 |- ] 2000-06 220
-30 | L -30
Midwest East South Central National
region region
SOURCE: BLS Quarterly Census of Employment and Wages.
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production industry. From 2000 to 2006, productivity in
the national manufacturing industry increased 27.1 percent
and employment (as mentioned above) fell 18.5 percent.”

OVER THE COURSE OF THE 14-YEAR STUDY, 1992 to
2006, the Midwest auto parts industry shed more than
52,200 jobs or 12.7 percent of its total workforce, while
its real wages increased by 4.0 percent. Among the region’s
leading States, Michigan lost the most jobs (almost 31,000)
and also had the highest percentage decline at 16.9 percent.
The long-term losses in the region’s other leading States
were less than in Michigan, but still were substantial, with
Indiana losing almost 9,000 (10.8 percent) of its auto parts
jobs and Ohio losing almost 7,000 (7.1 percent).

Notes

Outside the Midwest, the auto parts industry added
more than 18,900 new jobs, making for a modest 6.7-
percent gain over the 14-year period. Real wages in the
non-Midwest auto parts industry also increased, gaining
13.0 percent.

During the same 1992-2006 period, total private
Midwest manufacturing employment declined by more
than 520,000, or 14.0 percent. National manufacturing
employment decreased by about 2.5 million, or 15.2 per-
cent. Conversely, real manufacturing wages grew both in
the Midwest and nationally, increasing 14.8 percent and
24.0 percent, respectively. Nationwide, total private em-
ployment increased 26.8 percent from 1992 to 2006 while
real wages grew 23.2 percent. ]

! For the purposes of this article “Midwest region” is the East North
Central Division as specified by the U.S. Census Bureau: Ohio, Michi-
gan, Indiana, Illinois, and Wisconsin. The geographic areas referred to as
“regions” in this article are defined as “divisions” by the Census Bureau.

2The auto manufacturing sector is classified in the North American
Industry Classification System (NAICS) as 3361; auto parts manufac-
turing is classified as NAICS 3363.

For an example of a media account, see “Behind Ford’s Scary $12.7
billion loss,” Fortune Magazine, January 26, 2007. On the Internet at
http://money.cnn.com/2007/01/26/news/companies/pluggedin_
taylor_ford.fortune/index.htm (visited May 8, 2007).

The 3 to 1 ratio held true throughout the study period of this
article. According to the BLS Quarterly Census of Employment and
Wages (QCEW), in 1992, there were 130,446 auto manufacturing
jobs and 414,474 auto parts manufacturing jobs. In 2006, there were
108,316 auto manufacturing jobs in the Midwest and 360,267 auto
parts jobs.

3'The “more than half” statement held true throughout the study,
with 59 percent of the Nation’s auto parts producers in the Midwest in
1992 and 54 percent in 2006.

4“Non-Midwest” or “outside of the Midwest” refers to the 45 non-
Midwest States and the District of Columbia.

51992 was chosen as the beginning year for the study because of the
availability of industry-specific data.

¢Total private employment in this article refers to covered employ-
ment from the QCEW program, excluding government employment.

7Sales for domestically-produced vehicles from domestically-owned
companies in 1992 were 9,268,000 and rose to 11,193,000 in 1995. See
Ward’s 2005 Automotive Handbook, Ward’s Communication, 2005.

8 Data are from the BLS Quarterly Census of Employment and Wages.
* Ihid.

10Wage data used in this article are average weekly wages from the
BLS Quarterly Census of Employment and Wages, 1992-2006.

"'Wage data used were deflated using the U.S. all city Consumer Price
Index for all Urban Consumers (cp1-u). All wages are in 1992 dollars.
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2For a more complete analysis of the manufacturing’s decline be-
fore and during the recession period, see David S. Langdon, Terence M.
McMenmin, and Thomas J. Krolik, “U.S. labor market in 2001: economy
enters a recession,” Monthly Labor Review, February 2002, pp. 3-33.

3'The auto industry’s highest demand was 17.8 million in 2000 and
17.5 million in 2001. See Ward's 2005 Automotive Handbook, p. 239.

14U.S. International Trade Commission. Data generated on web
site as “NAIC—3363: MOTOR VEHICLE PARTS, FAS Value by FAS Value,
For ALL Countries.”

>Thomas Klier and James Rubenstein, “Competition and trade in
the U.S. auto parts sector,” Chicago Fed Letter, January 2006.

16 As of 2000, average weekly wages in the auto parts producing in-
dustry were $928 in the Midwest and $576 in the East South Central

region.

17“New Directions for the Automotive Industry,” Business Facili-
ties, August 2006. On the Internet at http://www.businessfacilities.
com/bf_06_08_news1.php.

18'The region had 94,800 auto parts workers in 2000 and 95,000 in
2006

The northern portion of the corridor includes the five Midwest
States and the Canadian province of Ontario. The southern por-
tion of the corridor includes the four East South Central States as
well as Georgia, North Carolina, and South Carolina. Thomas Klier,
“Determinants of Supplier Plant Location: Evidence from the Auto
Industry,” Economic Perspectives (Federal Reserve Bank of Chicago),
3rd quarter, 2005.

2 Data from BLS Quarterly Census of Employment and Wages.
Ontario is not included in the northern corridor figures.

21 “Labor productivity, output per hour, motor vehicle parts manu-
facturing,” BLS Series IPUEN3363__L1.000.

2 During the first half of the 2000s, an average of 17,337 autos
were sold each year, compared with 15,272 from 1992 to 1999. This is
an increase of 13.5 percent. See Ward’s 2005 Automotive Handbook.

% “Major sector productivity and costs,” BLS Series ID PR530006093.
Change is from the first quarter 2000 to first quarter 2006.
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The economic impact of the creative arts
industries: New York and Los Angeles

Data from the BLS Quarterly Census of Employment and Wages
provide a fresh perspective on the impact and value of the creative arts
to the economies of New York and Los Angeles; one of every 4

creative arts industry jobs in the Nation operated out of either

of those locales in 2006

wo U.S. counties—New York and

Los Angeles'—have become im-

age-producing, critical forces that
provide high visibility and a global reach for
American cultural values. By clustering arts,
entertainment, and cultural organizations,
these two regions have developed into major
strategic sites that consolidate vast concentra-
tions of creative resources. The result is an in-
frastructure that has secured for them—and,
by extension, the United States—a dominant
place on the global cultural scene. These arts,
entertainment, and cultural organizations
form the core of three sectors whose inter-
relationships with each other magnify their
impacts. Awareness of these synergies has led
many to associate New York and Los Angeles
“with a distinctive aura and mystique in the
form of certain impressions, personae, mem-
ories, styles, [and] trends.” Although each of
the two counties is located within its own dis-
tinct geographic boundaries, the reach of the
cultural output of both New York and Los
Angeles has global implications. National
and international views of American cultural
patterns are often formed on the basis of
individual impressions of New York or Los
Angeles as places, through the presentation of
those impressions in artistic, entertainment,
and cultural venues.?

This article presents a critical examina-
tion of the arts, entertainment, and cultural
industries as industries within the economies
of both New York and Los Angeles. It does
not address the much-debated artistic merit
of these industries, nor does it focus on the
field of “cultural economics.” Instead, it
examines the labor market scope (that is,
employment and wages) of these creative
arts industries, demonstrating that they are
rooted in the same production processes that
characterize all American industry. How-
ever, it is also important to note that these
cultural industries, besides generating goods
and services, produce creative intellectual
content that may not be as readily quanti-
fied or measured. Cultural products can
directly articulate attitudes, opinions, ideas,
values, and creativity—essential inputs into
the creative industries, although they cannot
be transformed into commerce without the
aid of other inputs that respond to ordinary
economic incentives.’

The article uses the lens of employment
and wage data for the years 1990 and 2006,
drawn from the Bureau of Labor Statistics
(BLS) Quarterly Census of Employment and
Wages (QCEW) program database, to ana-
lyze the economic impact of these cultural
products as industries within New York and
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Los Angeles, and as basic export industries beyond their
geographic borders.

Some 27 detailed industry classifications have been
selected as meeting the criteria for cultural output indus-
tries inspired by the creative arts. Their significance to the
economies of New York and Los Angeles is supported by
the fact that their aggregate first-quarter, 2006, location
quotients were 6.34 for New York and 4.92 for Los An-
geles, with a combined value of 5.4.7 (See table 1; location
quotients are useful statistical measures that compare the
proportion of a region’s workforce employed in a specific
industry with that industry’s employment concentration
nationwide. Location quotients greater than 1.0 demon-
strate a greater concentration of workers than would be
required to meet local needs.)

There are important differences between the two coun-
ties. On the one hand, the dominance of the motion pic-
ture industry in Los Angeles relates to the history of the
cinema. The industry was established there in the 1920s as

a mass production industry not unrelated to other ones of
that era. On the other hand, New York inherits its cultural
orientation from its traditional role as a leading global fi-
nancial services metropolis. New York’s cultural industries
are thus more evenly distributed across the 27 industries
selected for examination.

The creative arts industries: a definition

On what basis were the 27 industries selected? The classifi-
cation of industries within the North American Industrial
Classification System (NAICS) provides insights into their
productive functions, but does not offer an overarching
definition of what constitutes an arts industry, an enter-
tainment industry, or a creative industry. Compounding
the problem is that the term “arts, entertainment, and cre-
ativity” has been used broadly to describe not only indus-
tries, but also occupations and products.

In attempting to answer this definitional question, a

Creative arts industries and location quotients, Los Angeles and New York Counties, first quarter, 2006
Industry Los Angeles New York Combined

TOtal e 4.92 6.34 5.40
Agents and managers for public figures..............cccoceenee. 8.99 11.12 9.71
Art dEAIEIS ... 1.48 5.83 2.95
Cable and other subscription programming ..................... 2.23 4.16 2.88
Dance COMPANIES .....ccoeeiiiiiiiiieee e .36 15.80 5.58
Fine arts SChOOIS ........cccoiviiiiiiiicc e 1.36 3.44 2.06
Independent managers for public figures...........c.ccccceeene 713 2.85 5.69
Integrated record production and distribution................... 9.36 16.68 11.85
Internet publishing and broadcasting ...........ccccccoveiiieenne 2.05 4.64 2.92
Motion picture and video distribution................cccocoeiine 7.38 5.40 6.72
Motion picture and video production ..............ccccceeeeeinnnes 18.08 5.83 13.95
MUSEBUMS ...ttt 1.61 3.92 2.39
MUSIC PUDBIISNErS .....ooevieiiiiee e 3.67 9.05 5.50
Musical groups and artists ..........cccccecceiiiiiiiiniiiiienee 2.71 2.68 2.70
News syndiCates ..........coovuiiiiiiiiiiiiic e .79 15.79 5.86
Other motion picture and video industries..............c......... 12.81 8.03 11.21
Other sound recording industries...........c.cccovvieiieniceninnne 5.82 3.87 517
Other specialized design services............cccoeceeiiiriiieennn. 3.18 10.37 5.61
Periodical publishers ..........c..ooviveiiiiiiiee e 1.25 11.95 4.86
Promoters with facilities ............ccccooiiiie .52 8.58 3.24
Promoters without facilities ............cccoceiiiiieiiiice 1.77 2.51 2.02
Radio NetWOrks ..........ccovriiiiiiiice e 2.20 2.1 217
Radio stations ...........ccviiiiiii .63 1.59 .95
Record production............ccoooiiiiiiiiii e 2.65 15.01 6.86
Sound recording StUdIOS ..........cooeeiiieiiiiiieiie e 4.95 6.28 5.41
Teleproduction and other postproduction services........... 14.52 7.68 12.22
Television broadcasting...........ccovevieiiiiiiiiiicceees 213 7.26 3.86
Theater companies and dinner theaters .......................... .79 9.00 3.56

Source:  BLs Quarterly Census of Employment and Wages.
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Creative Industries Task Force established in the United
Kingdom in 2001 defined creative industries as “activities
which have their origin in individual creativity, skill and
talent and which have the potential for wealth and job
creation through generation and exploitation of intellec-
tual property.”® Central to this definition is an emphasis
on commercial achievement or its potential and on the
overall strategic importance of the role of creative indus-
tries to a nation’s exports and international branding.” The
analysis that follows builds on this definitional base to
bring out the importance of an industry’s “global, or ex-
port, profile,” as demonstrated by high location quotients.
Table 1 lists the 27 industries chosen for analysis, together
with their location quotients for New York, Los Angeles,
and the two counties combined.

Methodology

This study first assesses the extent of the clustering or
geographic concentration of the 27 creative arts industries
in New York and Los Angeles. Clustering provides eco-
nomic advantages to business by increasing access to ex-
perienced labor pools, improving transfers of technology,
and customizing support services, among a host of other
benefits. Of interest is whether clustering increased or de-
creased over the 17-year study period from 1990 to 2006.
Next, the analysis examines the economic importance of
these creative arts industries to both New York and Los
Angeles. A key question is, In terms of employment and
wage generation, how influential are these industries to
the overall economic health of each region? Moreover,
over the 17-year period, did their importance increase or
decrease? The article concludes with substantive, if proba-
tive, answers to these questions.

Clustering of the creative arts industries

Over the past quarter century, the clustering of certain
kinds of economic activity in certain geographic regions
has become a notable feature of the global economy. With
regard to the creative arts industries, to what extent has
this clustering occurred in New York and Los Angeles
Counties? A starting point in seeking an answer to this
question is an assessment of the overall influence of these
creative arts industries in the American economy.

The creative arts industries nationwide

During the first quarter of 2006, about 1.2 million pri-

vate-sector jobs (1.1 percent of total employment) in the

Nation were associated with creative arts industries, a de-
crease of about 50,000 jobs (4.0 percent) since 1990. (See
table 2.) During the same timeframe, total private-sector
employment increased by 21.2 percent, or approximately
24 million jobs. Within each of the individual sectors that
comprise the 27 creative arts industries, there were no-
table differences in employment patterns. Nationally, in
the creative arts industries in 2006, about 1 out of every
2 jobs (46.0 percent) was associated with one of the fol-
lowing four sectors: motion picture and video produc-
tion (16.2 percent), periodical publishers (12.0 percent),
television broadcasting (10.6 percent), and radio stations
(7.2 percent). In 1990, the same four sectors accounted
tor approximately 1 of every 3 jobs (36.8 percent) in those
industries.

A different pattern emerged for wages. For the Nation
as a whole, the average weekly wage in the private sector
during the first quarter of 2006 was $774, an increase of
75.1 percent over the 1990 figure of $442. (See table 3.)

In the 27 creative arts industries, the average weekly
wage in 2006 was $1,044, an amount 34.9 percent higher
than the comparable national private-sector wage. Over
the 17-year period examined, average weekly wages in the
creative arts industries increased by 108.0 percent from
the 1990 wage of $502. (Note that the average wage in
the creative arts industries was influenced by the relatively
high wages associated with the motion picture and video
industries.) Variations in average weekly wages were re-
corded in the 27 industries. Interestingly, the highest pay-
ing sector—record production, with an average weekly
wage of $1,972 in 2006—had the least employment, with
only 2,595 jobs in the entire Nation.

Other high-paying sectors included integrated record
production and distribution ($1,880), news syndicates
($1,612), Internet publishing and broadcasting ($1,458),
teleproduction and other postproduction services ($1,453),
independent managers for public figures ($1,443), and
agents and managers for public figures ($1,424).

Clustering in New York and Los Angeles

During the first quarter of 2006, 1 out of every 4 jobs
(25.8 percent) associated with the creative arts industries
in the country was located in either New York or Los
Angeles. New York accounted for 10.2 percent of these
jobs, while 15.6 percent were based in Los Angeles. (See
table 4.) These percentages represent a marked increase
over 1990 levels, when 1 out of every 5 jobs (20.4 per-
cent) was located in either New York or Los Angeles. (See
table 5.) At that time, 8.7 percent were linked with New
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Employment in creative arts industries, United States, first quarter, 1990, and first quarter, 2006
1990 2006
Industry Average Arts Average Arts
monthly industry monthly industry
employment share employment share
Total, all iINduStries ......cccccvvveeiiieecie e 106,906,249 134,505,148
Total private ... 88,984,929 113,016,365
Total @rts ..ocveveeciee s 1,239,845 100.0 1,189,837 100.0
Agents and managers for public figures...........c..ccoceee.. 12,519 1.0 17,628 15
Art dEalers.......ccuvveeiieeeeiee e 29,371 2.4 23,360 2.0
Cable and other subscription programming .. 52,124 4.2 89,669 7.5
Dance companies .........ccccveevieeeeiieee e 6,829 .6 8,523 7
Fine arts schools ..., 32,479 2.6 63,615 5.3
Independent managers for public figures.............c........ 26,538 2.1 47,530 4.0
Integrated record production and distribution... 4,886 4 3,715 3
Internet publishing and broadcasting ............... 16,857 1.4 34,075 2.9
Motion picture and video distribution...... 8,899 7 8,506 7
Motion picture and video production ...... 109,786 8.9 192,849 16.2
MUSEUMS.......oeieiieciieeeciee e, 42,358 3.4 72,804 6.1
Music publishers ................ 8,195 7 4,221 4
Musical groups and artists . 40,518 3.3 39,299 3.3
News syndicates ...........ccooueevveiieiiieiinens 8,412 7 11,166 9
Other motion picture and video industries..... 18,217 1.5 3,774 3
Other sound recording industries.............. 4,905 4 3,392 3
Other specialized design services... 7,638 6 12,284 1.0
Periodical publishers...................... 140,396 11.3 142,711 12.0
Promoters with facilities .............ccccoovveeiieeiieie, 37,091 3.0 59,419 5.0
Promoters without facilities ..........cccccceecveeiiee e, 12,526 1.0 20,995 1.8
Radio networks .................. 25,371 2.0 25,302 2.1
Radio stations .......... 92,447 7.5 85,963 7.2
Record production 813 A 2,595 2
Sound recording StUdios ..........ccceeiiiiiiiiiiieiieeee e 14,364 1.2 7,161 .6
Teleproduction and other postproduction services......... 11,212 9 15,820 1.3
Television broadcasting...........ccccvvvriienieineeiicen. 112,411 9.1 125,556 10.6
Theater companies and dinner theaters 362,681 29.3 62,369 5.2
SouRrcE: BLs Quarterly Census of Employment and Wages.

York and another 11.7 percent with Los Angeles. During
the 17-year period studied, this increase in clustering was
compatible with findings which emphasized that, besides
providing a competitive edge, the clustering of industries
in specific geographic locations markedly increased those
industries’ access to knowledge, innovation, and expertise.

In both New York and Los Angeles, the extent of
clustering among individual creative arts industries dem-
onstrated considerable variability. For example, in 2006,
almost 1 out of 5 (19.6 percent, or 27,910 jobs) national
jobs in periodical publishing was located in New York.
In contrast, approximately 6 of every 10 (58.7 percent, or
113,173 jobs) national jobs in motion picture and video
production were located in Los Angeles.

That an additional 4.0 percent (5,756 jobs) of all na-
tional jobs in periodical publishing were located in Los
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Angeles, while an additional 9.6 percent (18,572 jobs) of
all national jobs in motion picture and video production
were located in New York, indicates that the clustering of
these two sectors in New York and Los Angeles was even
greater.

In 1990, motion picture and video production was
not as important in Los Angeles, and was about as impor-
tant in New York, as it was in 2006. In 1990, 48.8 percent
(53,567 jobs) of all national jobs associated with motion
picture and video production were located in Los Angeles,
while an additional 16.7 percent (18,296 jobs) were based
in New York. (See table 5.) During this timeframe, em-
ployment in the motion picture and video production sec-
tor grew by 111.3 percent in Los Angeles and remained
static in New York.

Given the dominance of motion picture and video pro-



Average weekly wages, creative arts industries, United States, first quarter, 1990, and first quarter, 2006
Average weekly wage
Industry
1990 2006
Total, all INAUSLIIES  .....ooveeiiciieieeee e $448 $784
Total Private ..o 442 774
Total @rtS ... 502 1,044
Agents and managers for public figures...........cccccviiiiiiiiiiieines 688 1,424
At AEAIETS ...t 374 620
Cable and other subscription programming ............ccoceeevveiieenenene 581 1,171
Dance COMPANIES .......oeeiiiiieiiiie et eeee e 497 657
Fine arts SChOOIS ........ccuiiiiiii e 203 311
Independent managers for public figures...........cccocooiiiiiiiniienne. 1,107 1,443
Integrated record production and distribution.............c.cccocciiiiinne 1,271 1,880
Internet publishing and broadcasting ..........cccocoeiiiiiiiiieieee, 536 1,458
Motion picture and video distribution..............ccccoeeiiiie i, 764 1,335
Motion picture and video production ............ccccoeeveeiiiiieiiiiieeiieeee 955 1,355
IMUSBUMS ...ttt 318 551
MUSIC PUDIISNETS ... 544 1,279
Musical groups and artists ..........cccceeiieiiiiiienieee e 356 734
NEWS SYNAICALES ...t 789 1,612
Other motion picture and video industries...........cccccoeveeviiveiiienens 637 1,357
Other sound recording iNAUSEMES ..........cceiiiiiiiiiiie e 754 945
Other specialized design SErviCes..........cccccoveiiiiiiiiiiieie e 410 940
Periodical publiShErs ...........coiiiiiii s 680 1,275
Promoters with facilities ..... 412 621
Promoters without facilities 472 667
Radio networks .................. 485 1,072
Radio StationS .......ooiiiiii s 389 869
Record produCtioN...........ccueieiiiieicie e 825 1,972
Sound recording StUAIOS ........cccueieiiiiieiiie e 501 795
Teleproduction and other postproduction services............ccccevveeennn. 755 1,453
Television broadcasting........c.coeieiiiiiiiie e 920 1,281
Theater companies and dinner theaters ...........cccocceveeviieeccieeceneennn 176 525
Source: BLs Quarterly Census of Employment and Wages.

duction in Los Angeles, clustering theory predicts that af-
filiated industries will also locate in that region. In fact, that
has been the case: in 2006, 24.4 percent (2,074 jobs) of all
national jobs in motion picture and video distribution, 46.1
percent (7,297 jobs) of all national jobs in teleproduction
and other postproduction services, and 41.2 percent (1,555
jobs) of all national jobs in other motion picture and post-
production services were based in Los Angeles.
Associated with the movie and video industries are
agents and managers, so it is no surprise that Los Angeles
was also the base for 27.7 percent (4,890 jobs) of agents
and managers for public figures and 21.4 percent (10,170
jobs) of independent managers for public figures in 2006.
'The influence of New York and Los Angeles is apparent
as well in the recording and music industries. For example,
in 2006, in the integrated record production and distri-
bution industry, 27.3 percent (1,015 jobs) of all national

jobs were located in New York and another 30.2 percent
(1,120 jobs) were based in Los Angeles. In music publish-
ing, 14.7 percent (620 jobs) of all national jobs were based
in New York and another 11.8 percent (497 jobs) were
based in Los Angeles.

Of note is the fact that New York was home to 26.0 per-
cent (2,907 jobs) of all national jobs in news syndicates and
26.8 percent (2,287 jobs) in dance companies in 2006.

Changes over time

As noted previously, national employment in the creative
arts industries declined slightly, by 50,008 jobs, or 4.0 per-
cent, between 1990 and 2006. However, in New York and
Los Angeles, the results were different: in New York, em-
ployment grew from 107,760 in 1990 to 121,433 in 2006,
a 12.7-percent increase, or a gain of 13,673 jobs; in Los
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Employment in creative arts industries, New York and Los Angeles, first quarter, 2006
New York Los Angeles
Industry Average Percent of Average Percent of

monthly United monthly United
employment States employment States

Total, all industries ..o 2,259,545 1.7 4,145,142 3.1
Total private .....cccoeeeeeeeieece e 1,813,045 1.6 3,565,411 3.2

Total @rts ..c.oooveeieiice 121,433 10.2 185,183 15.6

Agents and managers for public figures.............ccccceee 3,073 17.4 4,890 27.7
Art dEAIETS ... 2,148 9.2 1,074 4.6
Cable and other subscription programming . 6,089 6.8 6,415 7.2
Dance companies .........ccocceeeiiiiieiiiieeiieeene 2,287 26.8 104 1.2
Fine arts schools.............cccoovvvvvvvevieiiieeee, 3,690 5.8 2,865 4.5
Independent managers for public figures....................... 2,132 45 10,170 21.4
Integrated record production and distribution................. 1,015 27.3 1,120 30.2
Internet publishing and broadcasting ............... 2,491 7.3 2,194 6.4
Motion picture and video distribution...... 771 9.1 2,074 24.4
Motion picture and video production .. 18,572 9.6 113,173 58.7
MUSBUMS ... 4,438 6.1 3,588 4.9
MusiC PUDIISNETS .......cooiiiiiiiiiii e 620 14.7 497 11.8
Musical groups and artists .... 1,585 4.0 3,219 8.2
News syndicates .........cccocoeeiiiiieiiieeennn. 2,907 26.0 286 2.6
Other motion picture and video industries. 496 13.1 1,555 41.2
Other sound recording industries..... 212 6.3 618 18.2
Other specialized design services... 2,002 16.3 1,210 9.9
Periodical publishers.................... 27,910 19.6 5,756 4.0
Promoters with facilities ........ 8,325 14.0 985 1.7
Promoters without facilities ... 715 3.4 1,036 4.9
Radio networks .... 869 3.4 1,783 7.0
Radio stations ...... 2,250 2.6 1,752 2.0
Record production.............. 622 24.0 216 8.3
Sound recording studios ..........cccceeeiiiiiiiiieiiieee 728 10.2 1,124 15.7
Teleproduction and other postproduction services......... 1,962 12.4 7,297 46.1
Television broadcasting.........c.coeveeeiiiiieiiiieeee e 15,021 12.0 8,665 6.9
Theater companies and dinner theaters ........................ 8,475 13.6 1,466 2.4

Source: BLS Quarterly Census of Employment and Wages.

Angeles, the increase was even greater—27.9 percent—as
employment rose from 144,736 in 1990 to 185,183 in
2006, a gain of 40,447 jobs. (See table 6.)

In Los Angeles, the job growth was focused largely in
motion picture and video production, which registered an
increase of 59,606 jobs, or 111.3 percent. Associated with
this job growth were increases in allied industries: tele-
production and other postproduction services (2,584 jobs,
or 54.8 percent), agents and managers for public figures
(2,635 jobs, or 116.9 percent), and independent manag-
ers for public figures (2,651 jobs, or 35.3 percent). Jobs in
museums grew by 1,373, or 62.0 percent, over the 17-year
period examined. However, decreases in employment were
noted in television broadcasting (673 jobs, or 7.2 percent)
and in radio stations (949 jobs, or 35.1 percent).

In New York, although the increase in total jobs in the
creative arts industries was less than that recorded for Los
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Angeles, it was spread over multiple sectors. Over the 17-
year period studied, employment increases were registered
in periodical publishers (986 jobs, or 3.7 percent), radio
stations (1,197 jobs, or 113.7 percent), news syndicates
(1,093 jobs, or 60.3 percent), promoters with facilities
(4,218 jobs, or 102.7 percent), museums (1,816 jobs, or
69.3 percent), and fine arts schools (1,707 jobs, or 86.1
percent). Job decreases occurred in television broadcasting
(745 jobs, or 4.7 percent), theater companies and dinner
theaters (516 jobs, or 5.7 percent), and dance companies
(372 jobs, or 14.0 percent).

Distribution of creative arts industries
In the Nation during 2006, the largest share of all cre-

ative arts jobs was in motion picture and video produc-
tion, which accounted for 16.2 percent (192,849 jobs) of



Employment in creative arts industries, New York and Los Angeles, first quarter, 1990
New York Los Angeles
Industry Average Percent of Average Percent of

monthly United monthly United
employment States employment States

Total, all INAUSENES ....ocveeieeeiieceeeeceee e 2,354,316 2.2 4,271,547 4.0

Total private .......cceciriiciieeee 1,866,028 2.1 3,734,576 4.2

Total arts ..ooveeiiieie e 107,760 8.7 144,736 1.7

Agents and managers for public figures.... 2,557 20.4 2,255 18.0
Art dealers.........ccoooveoiiiiiiiieceeee 1,484 5.1 2,181 7.4
Cable and other subscription programming ..... 3,736 7.2 3,094 5.9
Dance companies .........cceccvvveeeeeeiiciiiiineennn 2,659 38.9 139 2.0
Fine arts schools...........cccccovveieeiiieiiiiee. 1,983 6.1 2,248 6.9
Independent managers for public figures......... 3,371 12.7 7,519 28.3
Integrated record production and distribution... 1,429 29.2 1,685 34.5
Internet publishing and broadcasting..... 676 4.0 133 .8
Motion picture and video distribution...... 1,228 13.8 2,264 254
Motion picture and video production .. 18,296 16.7 53,567 48.8
MUSEUMS....cviiiiiieieiieeeee e 2,622 6.2 2,215 5.2
MusIC PUDBIISNErS ......cooviiiiiiiie e 543 6.6 1,016 12.4
Musical groups and artists ...........cccceeiieeiiieeeieeeeen 3,078 7.6 4,862 12.0
News syndicates ..........ccccvveineiciiieecninen. 1,814 21.6 253 3.0
Other motion picture and video industries. 845 4.6 15,844 87.0
Other sound recording industries.............. 196 4.0 304 6.2
Other specialized design services...........cccoocveeiiinneenn. 1,078 14.1 803 10.5
Periodical publishers.........ccccoviviiiiiiiieeee e 26,924 19.2 7,105 5.1
Promoters with facilities ..... 4,107 11.1 533 14
Promoters without facilities 373 3.0 3,382 27.0
Radio networks .................. 1,013 4.0 905 3.6
Radio stations ...... 1,053 1.1 2,701 2.9
Record production.............. 84 10.4 79 9.7
Sound recording studios ..........cccceeviiiiiiiiiienienine 645 4.5 1,558 10.8
Teleproduction and other postproduction services.. 1,208 10.8 4,713 42.0
Television broadcasting..........ccoocvveeiiieiiiiicciieeee 15,766 14.0 9,338 8.3
Theater companies and dinner theaters ........................ 8,991 2.5 14,042 3.9

SouRCE:  BLS Quarterly Census of Employment and Wages.

all national jobs. (See table 2.) This industry was followed
by periodical publishers (12.0 percent, or 142,711 jobs)
and television broadcasting (10.6 percent, or 125,556
jobs). These three sectors combined represented almost 4
of every 10 jobs (38.8 percent) associated with the creative
arts industries.

'The 2006 distribution was markedly different from that
of 1990, when 29.3 percent (362,681 jobs) of all national
jobs in the creative arts were linked to theater compa-
nies and dinner theaters, with an additional 11.3 percent
(140,396 jobs) related to periodical publishing. Thus, these
2 sectors combined accounted for 4 out of every 10 jobs
(40.6 percent) in the creative arts at that time.

Over the 17-year period examined, there has been a
notable shift in creative arts employment in the Nation.
'The importance of periodical publishers has remained

constant; however, the role of theater companies and din-
ner theaters has decreased considerably, with the industry
having lost 300,312 jobs, or 82.8 percent of its employ-
ment base, between 1990 and 2006. From its first-place
position as an employer in 1990, the theater company and
dinner theater industry has shrunk to providing just 5.2
percent of all creative arts jobs in 2006.

Over the 17-year study period, employment in the
cable and other subscription programming industry has
risen substantially. In 1990, the industry accounted for 4.2
percent (52,124 jobs) of all creative arts employment in
the country. By 2006, the figure had grown to 7.5 percent
of such jobs (89,669).

Museums also recorded an increase in employment:
in 1990, the industry accounted for 3.4 percent (42,358

jobs) of all national creative arts jobs; by 2006, museums’
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Employment in creative arts industries, New York and Los Angeles, first quarter, 1990, and first quarter,
2006
Average monthly employment
Industry 1990 2006
New York Los Angeles New York Los Angeles
Total, all industries .........ccoceiiiieiiiccc 2,354,316 4,271,547 2,259,545 4,145,142
Total private ......cccevveiiiiie e 1,866,028 3,734,576 1,813,045 3,565,411
Total @rts .ooeeeeeeieee e 107,760 144,736 121,433 185,183
Agents and managers for public figures.............ccceceenee. 2,557 2,255 3,073 4,890
Art dEAIETS ... 1,484 2,181 2,148 1,074
Cable and other subscription programming .................... 3,736 3,094 6,089 6,415
Dance COMPANIES ........eeeiiiiiiiiie et 2,659 139 2,287 104
Fine arts SChOOIS ........c.coiiiiiii 1,983 2,248 3,690 2,865
Independent managers for public figures....................... 3,371 7,519 2,132 10,170
Integrated record production and distribution.................. 1,429 1,685 1,015 1,120
Internet publishing and broadcasting ..........cccccccoeeiiene 676 133 2,491 2,194
Motion picture and video distribution..............ccccccceeeeens 1,228 2,264 771 2,074
Motion picture and video production ............cccccceevcuienene 18,296 53,567 18,572 113,173
MUSEUMS ... 2,622 2,215 4,438 3,588
Music publiShers ...........cooiiiiii e 543 1,016 620 497
Musical groups and artists ..........ccocceeeiriieiniiieiieeee, 3,078 4,862 1,585 3,219
News SyNdiCates ........ceeeiiiiiiiie e 1,814 253 2,907 286
Other motion picture and video industries.............c......... 845 15,844 496 1,555
Other sound recording industries............c.cccocveiiiiiieenne. 196 304 212 618
Other specialized design services..........ccoceevveiiieneenne. 1,078 803 2,002 1,210
Periodical publishers ..o 26,924 7,105 27,910 5,756
Promoters with facilities ...........c.cccocoeiiiiein 4,107 533 8,325 985
Promoters without facilities ............ccccecveeieiiiiiiiiiieec, 373 3,382 715 1,036
Radio NEWOTKS .......coviiiiiiiiciee e 1,013 905 869 1,783
Radio stations .........cc.eeeviiiiiii e 1,053 2,701 2,250 1,752
Record production............cooccueiiiieeieiiiiiiiee e 84 79 622 216
Sound recording StUdioS ........ccocoiieiiiiieiiee e 645 1,558 728 1,124
Teleproduction and other postproduction services.......... 1,208 4,713 1,962 7,297
Television broadcasting...........cccoeveeiiiniiiiieieeeeeeee 15,766 9,338 15,021 8,665
Theater companies and dinner theaters ...............cccuee. 8,991 14,042 8,475 1,466
SouRrce:  BLs Quarterly Census of Employment and Wages.

employment share had grown to 6.1 percent (72,804 jobs).

New York. In 2006, the distribution of jobs in the cre-
ative arts industries in New York mirrored somewhat that
recorded for the Nation as a whole. One out of every 2
creative-industry jobs (50.7 percent) was associated with
periodical publishers, motion picture and video produc-
