
 

Statement by Chad Stone, Chief Economist, 
on the May Employment Report 

 
Today’s strong jobs report shows continued solid growth in payroll employment (see chart), and many 

other labor market indicators have recovered substantially since the Great Recession.  Nevertheless, the 
Federal Reserve should not rush to raise interest rates.  By testing whether it can push unemployment lower 
— rather than play it safe to avoid any risk of inflation — the Fed could bring more workers back into the 
labor force, help more long-term unemployed find work, and begin to generate solid wage gains for most 
workers. 

 

 
 
 

Payroll job growth has been among the best-performing labor market indicators during the recovery.  
Private-sector firms began expanding their payrolls in March 2010 and private payroll employment has grown 
every month since.  Overall (private plus government) payroll job growth was distorted by the hiring and 
subsequent letting go of temporary workers for the 2010 Census, but total payrolls have expanded every 
month starting in October 2010.  The dark cloud in this picture is government employment, which is still 
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nearly half a million jobs lower than at the December 2007 start of the recession, dominated by a net loss of 
361,000 local government jobs. 

 
 To be sure, unemployment has fallen substantially — from 10.0 percent in October 2009 to 5.5 percent in 

May — though it took much too long to get there.  Moreover, many people dropped out of the labor force 
along the way or never entered it due to poor job prospects, and a historically high share of the unemployed 
have been looking for work for at least half a year.  We need overall unemployment to fall further in order to 
bring more people back into the labor force and reduce long-term unemployment.   

 
Meanwhile, wage gains during the recovery have been modest while profits have soared.  We need tighter 

labor markets with more plentiful job opportunities and hence more competition for workers to redress that 
imbalance.  

 
Throughout the long labor market recovery, inflation has remained low and the Fed has taken a number of 

steps to keep interest rates low and enable the labor market to improve.  Inflation is still low, and there’s still 
room for further labor market improvements — if the Fed remains cautious about raising interest rates.  

 

About the May Jobs Report 

Employers reported strong payroll job growth in May.  In the separate household survey, the 
unemployment rate edged up to 5.5 percent, but this was due to strong growth in labor force participation, 
not weaker demand for labor. 

 
 Private and government payrolls combined rose by 280,000 jobs in May, and job growth in the previous 

two months was revised up by 32,000.  Private employers added 262,000 jobs in May, while overall 
government employment rose by 18,000.  Federal government employment rose by 3,000, state 
government was unchanged, and local government rose by 15,000, two-thirds of that in education.  

 This is the 63rd straight month of private-sector job creation, with payrolls growing by 12.6 million jobs 
(a pace of 199,000 jobs a month) since February 2010; total nonfarm employment (private plus 
government jobs) has grown by 12.0 million jobs over the same period, or 191,000 a month.  Total 
government jobs fell by 535,000 over this period, dominated by a loss of 337,000 local government jobs.  
Employment remains below where it was at the start of the recession in December 2007 for all three 
levels of government:  federal (-18,000), state (-56,000), and local (-361,000). 

 The job losses incurred in the Great Recession have been erased.  There are now 3.8 million more jobs 
on private payrolls and 3.3 million more jobs on total payrolls than at the start of the recession in 
December 2007.  Because the working-age population has grown since then, the number of jobs remains 
short of what is needed to restore full employment.  Continued growth at the average pace of 255,000 a 
month achieved over the past 12 months would close the gap in a reasonable period of time. 

 Average hourly earnings on private nonfarm payrolls rose by 8 cents in May to $24.96.  Over the last 12 
months they have risen by 2.3 percent.  For production and non-supervisory workers, average hourly 
earnings rose by 6 cents to $20.97 — 2.0 percent higher than a year earlier. 

 The unemployment rate edged up to 5.5 percent in May — 0.5 percentage points higher than it was at 
the start of the recession — and 8.7 million people were unemployed.  The unemployment rate was 4.7 
percent for whites (0.3 percentage points higher than at the start of the recession), 10.2 percent for 
African Americans (1.2 percentage points higher than at the start of the recession), and 6.7 percent for 



Hispanics or Latinos (0.4 percentage points higher than at the start of the recession). 

 The recession drove many people out of the labor force, and the ongoing lack of job opportunities kept 
many potential jobseekers on the sidelines and not counted in the official unemployment rate.  May’s 
numbers were much more encouraging.  The labor force grew by 397,000 people and much of that 
reflected an increase of 272,000 in the number of people with a job.  Not everyone found a job 
immediately, however, and unemployment rose by 125,000, nudging up the unemployment rate to 5.5 
percent.  (The data on household employment and unemployment come from a different survey than 
those on payroll employment and show considerably more month-to-month variability.)   

 The labor force participation rate (the share of the population aged 16 and over in the labor force) edged 
up to 62.9 percent in May, 3.1 percentage points lower than at the start of the recession.  The labor force 
participation rate has stayed in the narrow range of 62.7 to 62.9 percent since April 2014.  Prior to recent 
years, the labor force participation rate hasn’t been this low since the 1970s.  

 The share of the population with a job plummeted in the recession from 62.7 percent in December 2007 
to levels last seen in the mid-1980s and has remained below 60 percent since early 2009.  This number 
rose modestly in 2014 and edged up to 59.4 percent in May, after being stuck at 59.3 percent since 
January.   

 The Labor Department’s most comprehensive alternative unemployment rate measure — which 
includes people who want to work but are discouraged from looking (those marginally attached to the 
labor force) and people working part time because they can’t find full-time jobs — was 10.8 percent in 
May.  That’s well down from its all-time high of 17.1 percent in April 2010 (in data that go back to 1994) 
but still 2.0 percentage points higher than at the start of the recession.  By that measure, about 17 million 
people are unemployed or underemployed. 

 Long-term unemployment remains a concern.  Almost three in ten (28.6 percent) of the 8.7 million 
people who are unemployed — 2.5 million people — have been looking for work for 27 weeks or 
longer.  These long-term unemployed represent 1.6 percent of the labor force.  Long-term 
unemployment reached much higher levels and has persisted much longer in the Great Recession and 
subsequent jobs slump than in any previous period in data that go back to the late 1940s.   The worst 
previous episode was in the early 1980s, when the long-term unemployment share peaked at 26.0 
percent (compared with 45.5 percent this time) and the long-term unemployment rate peaked at 2.6 
percent (compared with 4.4 percent this time).  Moreover, in the earlier episode, a year after peaking at 
2.6 percent, the long-term unemployment rate had dropped to 1.4 percent.  It has not fallen that low yet 
in the recovery from the Great Recession.   
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