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LABOR DAY 2007
CALIFORNIA"S WORKERS FACE A MIX OF PROMISING AND TROUBLING TRENDS

Labor Day presents an opportunity to assess the status of California’s workers and their families. This
Labor Day, the state's workers face a mix of promising and troubling trends. Newly released income
and poverty data show that in 2006, California’s families finally began to regain ground lost during the
2001 recession and the weak economic recovery that followed. However, in recent months, California’s
unemployment rate has increased sharply and job growth has slowed, reflecting, in part, the downturn
in the housing market. Housing-related industries —a major driver of the state’s job growth during the
early years of this decade — have lost jobs during the past year and recent developments suggest that
the decline has yet to bottom out. The key question in coming months is whether the continuing
slowdown in housing will spread to the broader economy.

Newly released Census Bureau data show that incomes have increased and poverty has
declined. California’s median household income increased to $55,318 in 2006, up by $1,866 from the
previous year, after adjusting for inflation. This increase means that the state’s 2006 median household
income surpassed its inflation-adjusted 2001 level by $1,494 (2.8 percent)." In addition, the share of
Californians with incomes below the federal poverty line declined from 13.2 percent in 2005 to 12.2
percent in 2006. This marks the first year that the state’s poverty rate has fallen below its 2001 level 2
However, the child poverty rate remained higher in 2006 than in 2001. More than 1.7 million California
children (18.1 percent) lived in families with incomes below the poverty line in 2006, a slight
improvement from the 2005 rate of 18.5 percent.?

California’s unemployment rate has increased sharply in recent months. The state’s
unemployment rate reached 5.3 percent in July 2007 — its highest level in nearly two years — up from
4 8 percent just four months earlier. This increase means that 84,900 more Californians were looking
for work in July than were in March — a 9.7 percent increase. The recent rise in the state’s
unemployment rate follows a 14-month period of relative stability between February 2006 and March
2007 in which the unemployment rate averaged 4.8 percent.

The national unemployment rate also trended upward slightly during the past four months, but remains
relatively low. The US unemployment rate rose from 4.4 percent in March 2007 to 4.5 percent in April,
where it held steady through June, then ticked up to 4.6 percent in July. Despite this recent increase,
the national unemployment rate has remained below 4.8 percent since August 2006.
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