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Anxious Anniversary:  

Is Recession Stalking the Five-Year-Old Recovery? 
  

by Gregory DeFreitas 

 
 

Anniversaries are at least as much about stocktaking as celebrating. Five years after the last recession 

officially ended in November 2001, we now have ample information available to weigh the strengths and 
weaknesses of the economic recovery that followed. Public opinion surveys suggest that most Americans are 
increasingly anxious about their job and income prospects. Fifty-six percent of adults in one national survey 
worried that “jobs are difficult to find in this community.”1 Half of those questioned in a similar survey 
predicted that today’s younger generation “will be worse off than people are now.” Only one in three felt youth 
would be better off in the future, down from 41 percent when the same question was asked in a 2002 survey.2  
 

Why all the gloom, some might ask. After all, the national and local economies are still growing: overall 
economic activity, as measured by real gross domestic product (GDP), expanded at an annual rate of 2.6% from 
April through June 2006. The number of payroll jobs rose by another 1.85 million over





companies? For example, CEO compensation was just $5.6 million at British Petroleum and $4.1 million at 
Shell Oil.  
 
Regional Job Trends 

 
 After almost three years of job growth by mid-2006, New York State reached a five-year low of 4.5 percent 
unemployment (Table 2). New York City’s jobless rate, at 4.9 percent, dropped to its lowest June level since 1988. 
Over the 12 months ending in June, the city gained 58,200 net new payroll jobs. This welcome increase (1.6 
percent)  still left New York’s total job count (3.67 million jobs) some 68,500 jobs shy of the 2000 peak. The job 
count is also well below local job totals of the late 1960s and late eighties. 
 

 Which sectors of the city’s economy have expanded, and which have kept contracting over the past year? 
As Figure 1 reveals, nearly all the net job growth can be attributed to the 2.7 percent growth in the services 
supersector, led by hiring in health and educational services. Two major sectors kept bleeding thousands of 
jobs: manufacturing (-3,400) and government (-1,900). These losses were outweighed in the job totals by gains 
in finance, insurance and real estate (+9,700); retail trade (+5,200); and Information (+1,200). 

 
With hotels enjoying 85 percent occupancy rates, they added 2,600 positions to their payrolls. The 

performing arts, led by record box-office business on Broadway, hired another 1,600. And the combination of 
tourist dollars and Wall Street bonuses appears to have kept restaurants and bars so busy that they needed another 
3,500 employees. 

 
Construction employment rose over the year by another 2,100 jobs (+1.8 percent). Unlike the previous 

year, most of the hiring was by specialty trade contractors. Building construction hiring was flat and building 
equipment contractors actually cut 1,000 jobs. While most signs point to a cresting of the recent building boom, 
total construction spending in New York City hit a record $18.8 billion in 2005. With 11 more major buildings 
going up in 2006 (including the Bank of America tower and Goldman Sachs headquarters), the year’s total 
spending is expected to grow to $20.8 billion. In 2007-08, however, the number of major new projects currently 
planned is one-third lower. Whether construction spending and jobs can be sustained depends crucially on the 
waning strength of the city’s residential housing market and the ability of government budgets to cover public 
capital projects.7 

 
In the rest of the region, Long Island too has continued to experience job growth, led by services but spread 

across a variety of industries. An extra 8,700 jobs were created between June 2005 and June 2006. Unlike New 
York City, these included a slight uptick in government positions, and a similarly small decline in finance, 
insurance and real estate payrolls (Figure 2). Construction jobs increased by 1,000. The island’s unemployment 
rate, at 3.9 percent, remains below both the city and the national average. 

 
Despite the relative strength of the Long Island labor market, its 0.7 percent job growth in the past 12 

months was less than half the rate in New York City and nationwide (Table 1). According to a Newsday survey of 
the largest 50 publicly traded Long Island companies, nearly three out of four cut the Long Island portion of their 
total employment since 2001. On average, their local share of payroll fell from 21.2 percent to 17.5 percent in the 
past five years. Only one in five still have at least half their workforce on the island today.8 

 
For example, the big filtration company Pall Corporation, based in East Hills, has posted healthy growth 

both nationally and worldwide. Since 2001, its total payroll expanded by 22 percent to 11,000 employees. But, in 
the same period, its Long Island work force was cut 25 percent to just 750 today. Like many other companies 
questioned on their hiring decisions, the corporations executives point to high housing costs and property taxes, as 
well as the shrinking pool of young job candidates who can afford to live in the area. While Pall, like the other 49 
companies surveyed, account for a small minority of the island’s 1.3 million jobs, the broader implications of high-
growth corporations disinvesting in the local economy are of increasing concern to economists and policymakers, 
as well as skilled job seekers. 



 
 
Pay and Poverty 

 Like their counterparts in most of the country, New York workers have been registering solid increases 
in labor productivity: output per hour rose 9.3 percent from 2000 to 2005. But employers have not generally 
been inclined to reward them with comparable pay raises. Statewide in these years, the average, inflation-
adjusted wage rate increased a mere 1.6 percent.9 This follows a national pattern in which profits have exploded 
and price increases have eroded the purchasing power of the average worker’s stagnant take-home pay.  
 
 In New York City, the hourly inflation-adjusted wage of the average worker aged 18 to 64 dropped by 
3.4 percent between 2002 and 2005. As Figure 3 shows, the wage cut for male workers was over three times as 
steep as for working women. White non-Hispanic wages fell an average of 4 percent, while the wage level was 
little changed among African Americans and rose slightly among Latinos. In the case of both male and white 
workers, their relatively large 2002-05 wage declines followed unusually large wage hikes in the late 1990s 
boom that lingered through 2001-02. As a result, despite their pay cuts after 2002, white non-Hispanic men still 
had about a one percent higher real wage in 2005 than in 1999. The same cannot be said for women, blacks and 
Hispanics: in 2005, each group had still not recovered their 1999 wage levels. Comparing workers by 
educational attainment reveals a surprising pattern: real pay declined less for those with no more than a high 
school education than for college-educated workers in this period. This follows a national trend evident since 
the 2001 recession, in which most earnings inequality has increased within broad educational groups rather than 
between these groups.10 In New York it may be exacerbated by a sizable increase in the supply of young 
college-educated jobseekers moving to Manhattan and Brooklyn in this same period. 
 
 The latest poverty estimates for the city reveal that 1.7 million New Yorkers – 21.6 percent of the 8.1 
million current residents – live below the federal poverty line. The fact that a rising share of these are working 
poor is a likely reflection of the weak wage growth and rising price inflation confronting event full-time 
working people. The fraction of families counted as “earnings poor” rose from 11.1 percent in 1999-2000 to 
14.4 percent in the latest 2004-2005 estimates.11 
 

One piece of good news did emerge from the August Census report on income and health insurance: 
among the states, New York was one of only three in the nation that managed some improvement in health 
coverage. In New York, the fraction lacking coverage fell since 2003, from 14.2 down to 13.3 percent. The 
state’s expansion of funding and outreach for Medicaid, Child Health Plus, and Family Health Plus are clearly 
the main reasons for this improvement. Still, about 2.6 million New Yorkers remain without any health 
insurance protection. 
 
Tax Cuts, Minimum Wages and Union Rights 

 
Whether the economy can be spared no more than a “soft landing” in coming months is widely expected 

to depend on how much weaknesses in housing and other sectors can be counteracted by business investment 







 

 

 

 

 

Figure 2 
Long Island Job Growth by Industry:  June 2005– June 2006 

(in thousands of jobs, and percent change) 
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Source:  NYS Dept. of Labor: nonfarm payroll job data from CES establishment survey in Nassau & Suffolk counties. Year-to-year changes, not  
seasonally adjusted. Note: FIRE = Finance, Insurance & Real Estate; TW U= Transport, Warehousing & Utilities.  
 

 
 

Table 1 
Number of Nonfarm Jobs (in thousands) by Place of Work: 2000-2006 

 
 

_______________________________________________________________ 

Source: Establishment data ( not seasonally adjusted) from US Dept. of Labor & NY State Dept. of Labor. 
Note that the data  reflect regular revisions made by the Dept. of Labor. 
 

 June  2006       June 2005       June 2000            % Change           
          2000-2006         2005-2006 
U.S. 136,380.0 134,531.0 132,998.0        2.5%               1.7% 
NY State 8,608.8          8,532.6 8716.6       -1.2                  0.9 

New York 
City 

3,673.7 3,615.5 3742.2       -1.8                  1.6 

Long Island  1,271.3 1,262.6 1236.3        2.8                  0.7 
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