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PREFACE 
 
Pennsylvania’s future depends upon the development of a workforce able to compete in 
today’s global economy.  Understanding the potential obstacles confronting the future 
workforce is necessary to develop policies and strategies for Pennsylvania to remain 
economically competitive.  
 
In 2019, Pennsylvania’s economy and labor market were sending mixed signals regarding their 
future. Most of the data indicated that the labor market continued its growth phase that began 
in the aftermath of the Great Recession, but some indicators pointed to the possible beginning 
of a decline. The recovery had been extremely long, but was slow and not overly robust. While 
most service-providing industries surpassed their prerecession level of jobs, the decline in 
manufacturing jobs prevented overall goods-producing jobs from doing so. Similarly, private jobs 
recovered, while public jobs did not. In most cases, Pennsylvania’s results were primarily 
attributable to longer-term trends that were also affecting the nation. These included a move 
toward privatization, increased competition from abroad (with emphasis in manufacturing), and 
most importantly technological changes that have continued to result in structural changes in 
the economy. Included in these changes have been the transformation of the information sector 
and the changed way people shop which thereby increased jobs in warehousing at the expense 
of jobs in retail. While both Pennsylvania and the nation were affected by these factors, 
Pennsylvania’s recovery from the recession has paled in comparison to that of the nation. The 
nation’s jobs have increased by more than double the percentage increase in Pennsylvania and 
job growth in every major sector in the service-providing industries (which were the mainstay of 
growth) exceeded Pennsylvania’s percentage. Goods-producing job levels in Pennsylvania and 
the nation still lag their prerecession levels, but percentagewise the nation is closer, 
notwithstanding Pennsylvania’s huge outperformance in mining and logging.   
 
The onset of the pandemic and countermeasures to it in 2020, led to both short-term and long-
term changes to the economy and its labor market. Lockdowns and other measures led to 
business closings and a surge of unemployment, answering the question about the timing of the 
next recession. However, adjustments, such as teleworking, have the potential to affect markets 
in the long term with many wide-reaching consequences and opportunities. The labor market 
will be challenged to create jobs with high and growing real wage rates in this new environment.  
 
Pennsylvania’s demographics, particularly the aging of the population and its consequence of 
slow population growth, are another major source of its long-term labor force challenge. As 
workers from the front-end of the baby-boom generation age, they are expected to start the 
wave of retirement from the workforce in large numbers. Inevitably, baby boomers will leave the 
workforce in large numbers taking with them key skills that kept industry growing and 
prosperous.  Unfortunately, based on Pennsylvania’s demographics, far fewer youth are available 
to enter the labor market to replace those who will be leaving. While technology, potential in-
migration, and global competition will help alleviate the need for workers, there may still be a 
shortage of workers, which will force greater efficiencies and competition for key skills. 
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LABOR FORCE STATISTICS 
 

Employment 

Pennsylvania’s average employment was 6,208,000 in 2019.  Over the year, employment was 
up by 57,000, or 0.6 percent.  In comparison, the U.S. average employment in 2019 was 
157,538,000, up 1,777,000 from 2018, or 1.1 percent. For the third consecutive year, 
Pennsylvania’s annual average employment hit a record high in 2019, while the country’s 
annual average employment set its sixth consecutive record high. 

 
Unemployment Rate 
 
Pennsylvania’s average annual unemployment rate increased by 0.2 percentage points to 4.4 
percent in 2019, after falling by 0.7 percentage points in the previous year.  With the exception 
of a 0.1 percent increase in 2016, this was the only increase in the annual average 
unemployment rate for Pennsylvania since peaking in 2010.  By falling 0.2 percentage points to 
3.7 percent in 2019, the U.S. unemployment rate continued its steady decline since 2010. 

  

 
 Source: Pennsylvania Local Area Unemployment Statistics  
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Labor Force 
 
Pennsylvania’s average labor force was 6,492,000 in 2019, up 68,000 from 2018, or almost 1.1 
percent. This was the first annual increase in the labor force after two consecutive decreases. 
Both the number of the unemployed and the number of employed Pennsylvanians led to that 
result, although the unemployed increased by a greater percentage. The U.S. labor force was 
163,539,000 in 2019, up 1,464,000 from 2018, or 0.9 percent. The U.S. labor force set its eighth 
consecutive record high in 2019 and has increased in each year since 2012. 

 
Unemployed 
 
The average number of unemployed Pennsylvanians in 2019 increased by 11,000, or 4.0 
percent, to 284,000. This was the first increase in Pennsylvania’s volume of unemployment 
since 2016. The U.S. unemployment level in 2019 was 6,001,000, down 313,000 or 5.0 percent 
from 2018.  From 2011 onward, except for 2016 and 2019 in Pennsylvania, both the U.S. and 
Pennsylvania have experienced annual decreases in the number of unemployed individuals.  

     
          Source: Pennsylvania Local Area Unemployment Statistics  

0

100

200

300

400

500

600

6,000

6,050

6,100

6,150

6,200

6,250

6,300

6,350

6,400

6,450

6,500

6,550

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

U
ne

m
pl

oy
ed

 (i
n 

th
ou

sa
nd

s)

La
bo

r F
or

ce
 (i

n 
th

ou
sa

nd
s)

PA Labor Force and Unemployment

Labor Force Unemployed



3  
 

Long-term Unemployment 
 
Two dimensions of unemployment are its volume (the number of people unemployed at a 
given time) and duration (the length of time that those unemployed remain unemployed). One 
measure of duration can be obtained by classifying the unemployed into two categories: short-
term (unemployed 26 weeks or less) and long-term (27 weeks or more). The volumes of both 
short-term and long-term unemployment as well as the average duration of unemployment 
tend to increase during recessions and in periods immediately thereafter. In non-recessionary 
times, the level of unemployment is low and consists mostly of the short-term unemployed 
such as entrants to the labor market or job leavers looking for better opportunities, while a 
smaller percentage are structurally unemployed people who tend to have longer durations. The 
long-term ratio, the percentage of the unemployed who are classified as long-term, tends to 
increase in recessions and shortly thereafter, and (with a lag) to decrease during recoveries.  
 
From 2007 to 2010, the number of long-term unemployed in Pennsylvania and in the U.S. 
increased more than fivefold. In Pennsylvania, both the number and percent of the long-term 
unemployed remained elevated through 2013, but decreased by 116,000 or 59.8 percent from 
2013 to 2016.  In 2017, even as the number of long-term unemployed fell another 4.4 percent 
to 74,700, the long-term ratio increased to 24.3 percent from 21.6 percent in 2016. The number 
of long-term unemployed in Pennsylvania fell to 59,800 in 2019 and the long-term ratio fell to 
21.7 percent, which still exceeded the ratio in 2016.  Despite the recent declines in the number 
and ratio of the long-term unemployed, both were still higher than their values in 2008. The 
U.S. long-term unemployment level in 2019 decreased 6.2 percent from 2018 to 1,266,000 and 
constituted 21.1 percent of the nation’s unemployed population. 

   
Source: U.S. Census Bureau, Current Population Survey 
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Alternative Measures of Labor Underutilization 
 
There could be more slack remaining in the labor market than is indicated in the unemployment 
(U3) rate due to involuntary part-time workers. The official unemployment rate discussed 
earlier (which is termed U3) is one of six measures of labor underutilization reported monthly 
by the Bureau of Labor Statistics (BLS). It measures the percent of the labor force who do not 
have a job, but are available for work and have actively searched for a job during the four 
weeks prior to the survey week. It could be claimed that this measure understates the degree 
that labor is underutilized in the economy, since it doesn’t consider people who are working 
part-time for economic reasons (but would prefer to work full-time i.e., they are involuntarily 
part-time) and marginally attached workers, who want and are available for work and have 
looked for a job in the prior year (though not in the previous four weeks). The involuntary part-
time employees count as employed, while the marginally attached workers are not in the labor 
force. The broadest measure of labor underutilization (termed U6) accounts for both groups 
and consequently, is significantly larger than U3. Another related measure of labor demand 
slack is the involuntary part-time rate, IPTR, which is the percentage of the employed who are 
involuntarily part-time. All three rates tend to move together, indicating that the labor market 
is improving as the rates decrease. The 2019 U3 rate dipped below its 2007 (pre-recession) 
level, while both the U6 and the IPTR are still above their 2007 levels. All three annual rates 
have fallen for the last seven years, except for U3 which increased in 2016. The IPTR in 2019 
stood at 3.0 percent, which was 57.1 percent of its peak value in 2012. U3 and U6 peaked in 
2010 and their current values are 48.8 and 55.1 percent of those peaks respectively. 

   
Source: U.S. Census Bureau, Current Population Survey  
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Labor Force Participation 
 
Pennsylvania’s labor force participation rate in 2019 increased 0.6 percentage points from 2018 
to 63.2 percent, which was still below the 2016 level of 63.3 percent. The rate is a measure of 
people who are working or who want to work as a percentage of the relevant population.  The 
long-term trend in the rate tends to be dominated by demographic factors, such as the aging of 
the population (which would tend to decrease the rate) and sociological factors, such as the 
societal acceptance of women in the work force that began during World War II (which would 
increase it).  Cyclical factors such as an improvement in the prospects of employment can 
increase the rate in the short run, while poor prospects may encourage the young to remain in 
school, thereby depressing the rate. In 2019, the male labor force participation rate was 68.2 
percent, down 0.1 percentage points from the previous year, and the female rate was 58.6 
percent, up 1.3 percentage points. The female rate had fallen by 1.5 percentage points in 2017, 
but recovered in the last two years and in 2019 was back at its 2016 value. The nation’s average 
labor force participation rate in 2019 was 63.1 percent, an increase of 0.2 percentage points 
from 2018. 

   Source: U.S. Census Bureau, Current Population Survey 
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Nominal and Real Wage Rates 
 
In addition to looking at employment and the labor force as measures of labor demand and 
labor supply, it is instructive to look at the wage rate, which is the “price” of labor. The nominal 
wage rate is measured in current (year in question) dollars, while the real wage rate is 
measured in constant dollars by holding prices at their level in a base year. As such, the real 
wage rate factors out the effects of inflation and is a measure of the purchasing power of the 
wage rate. The nominal wage rate tends to increase over time as it reflects a higher price level 
and increased labor productivity, albeit with a lag. In situations of increasing labor demand, 
such as periods of recovery in the economy, one usually experiences increases in employment 
and real and nominal wages. This was not the case in 2016, when although the nominal average 
weekly wage rose, the real wage decreased due to price inflation rising by a greater percentage 
than the nominal wage. Since then both the nominal and real wages increased. In 2019, the 
nominal wage rose by 3.4%, which was greater than the 3.1 percent increase in 2018, and with 
lower price inflation the real wage rose by 1.5 percent. This was higher than the 0.6 percent 
real wage increase in 2018, when price inflation was higher (2.4 percent). 

Sources: Quarterly Census of Employment and Wages, Bureau of Labor Statistics, and Center for Workforce Information & Analysis 
The real wage was calculated by deflating the nominal wage by the annual value of the broadest CPI-U not seasonally adjusted (U.S. City 
Average for all items), with base period of 1982-1984 = 100. Wage data for 2019 was preliminary.  
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INDUSTRY EMPLOYMENT 
Jobs 
 
Pennsylvania’s total nonfarm jobs stood at 6,079,500 in December 2019, up 43,200 (+0.7 
percent) over the year (OTY) and up 516,900 since the most recent jobs low in February 
2010.  The December 2019 jobs count was 10,700 below the record high set just a month 
before, in November 2019. U.S. nonfarm jobs were at 152.0 million in December 2019, up 
2.1 million jobs from one year prior or 1.4 percent.  The U.S. gained 13.6 million jobs (9.8 
percent) since the start of the recession.  A glance at the chart below shows that 
Pennsylvania continues to be in a jobs-expansion period following the job recovery period 
which began in early 2010.  Measured by its percentage of pre-recession jobs, Pennsylvania 
has fared worse than the nation in its jobs recovery since the start of the recession.  The 
state jobs count is up 4.6 percent versus the nation’s 9.8 percent increase since December 
2007.  Government jobs rose nationwide in 2019 and have surpassed their pre-recession 
level since 2017, while in Pennsylvania despite a 0.7 percent increase in 2019, remained 6.2 
percent below their pre-recession level. The job recovery and expansion in the state 
occurred solely due to growth in private jobs, while in the nation overall job growth was 
primarily due to private jobs growth, as the growth of government jobs paled in comparison.  
 
PA Total Nonfarm Jobs December 2007 to December 2019 (Seasonally Adjusted) 

  
 

  

December 
2019 

OTY 
Change 

PA Change from  
December 2007 

US Change from 
December 2007 

Volume Percent Percent 
Total Nonfarm Jobs 6,079,500 43,200 268,100 4.6% 9.8% 
Total Private Jobs 5,371,400 38,000 314,600 6.2% 11.5% 
Government Jobs 708,100 5,200 -46,500 -6.2% 1.4% 

Source: Bureau of Labor Statistics, Current Employment Statistics 
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Goods-Producing Jobs 
 
Pennsylvania’s goods-producing jobs in December 2019 were down 2,300 from one year 
prior, and were still 74,400 or 7.9 percent below the level at the start of the recession.  The 
construction supersector was the only one that managed to grow over the year, while jobs 
declined in the other two goods-producing supersectors. Mining & logging had the largest 
percentage decrease over the year (4.7 percent), but the absolute job losses in 
manufacturing were more than twice as large. Construction was the only goods-producing 
supersector where since December 2007 jobs increased in both the state and the nation, 
albeit by less than one percent in each. Job growth in mining & logging in Pennsylvania since 
December 2007 exceeded that of the nation (where it declined), while the percentage 
decline of manufacturing jobs was almost twice that of manufacturing jobs in the nation. The 
outperformance of mining & logging was most likely due in part to the Marcellus Shale 
boom. Goods-producing jobs since December 2007 declined in both the state and the nation, 
but the state’s percentage decrease was greater than the nation’s decline of only 3.8 
percent. Pennsylvania’s underperformance was caused by manufacturing, the biggest of 
these supersectors, where jobs decreased by 12.6 percent compared to only a 6.4 percent 
decrease in the nation. Pennsylvania’s greater reliance on heavy industry and durable goods 
(which sustained greater job losses) likely contributed to this underperformance.  

 
Pennsylvania Goods-Producing Industries Nonfarm Wage & Salary Employment  

(Seasonally Adjusted) 
 

 
Industry  

December 
2019 

OTY 
Change 

PA Change from Dec 
'07 US Change from 

Dec '07 
Volume Percent 

Goods-producing Industries 862,200 -2,300 -74,400 -7.9% -3.8% 
   Mining & Logging 28,200 -1,400 6,800 31.8% -3.4% 
   Construction 260,700 2,000 1100 0.4% 0.9% 
   Manufacturing 573,300 -2,900 -82,300 -12.6% -6.4% 
     Durable Goods 346,600 -400 -58,500 -14.4% -7.4% 
     Nondurable Goods 226,700 -2,500 -23,800 -9.5% -4.7% 

Source: Bureau of Labor Statistics, Current Employment Statistics 
 

Service-providing Jobs 
 
In December 2019, Pennsylvania’s service-providing jobs were up 45,500 from one year prior 
and up 342,500 jobs or 7.0 percent since December 2007. Pennsylvania’s best performing 
service-providing industry sectors (measured by percent increase) since the start of the 
recession were transportation, warehousing & utilities; health care & social assistance; 
management of companies; and arts, entertainment, & recreation. Of the service-providing 
sectors, transportation, warehousing & utilities with a job increase of 26.3 percent was the 
only sector to outperform its U.S. counterpart. The worst performing sector was information 
which decreased by 19.9 percent. Finally, as of December 2019, the service-providing 
industries in both Pennsylvania and the nation had more jobs than at the recession’s start, 
while jobs in the goods-producing industries were still substantially below their pre-recession 
levels. 
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Pennsylvania Service-Providing Industries Nonfarm Wage & Salary Employment  

(Seasonally Adjusted) 
 

 
Industry 

  

December 
2019  

OTY 
Change  

PA Change from Dec '07 US Change 
from Dec '07 

Volume Percent 
Service-providing Industries 5,217,300 45,500 342,500 7.0% 12.4% 
   Trade, Transportation & Utilities 1,123,900 -1900 -3,500 -0.3% 4.4% 
     Wholesale Trade 216,300 -800 -19,100 -8.1% -0.6% 
     Retail Trade 604,300 -9,500 -47,600 -7.3% 0.6% 
     Transportation, Warehousing & Utilities 303,300 8,400 63,200 26.3% 21.8% 
   Information 86,900 300 -21,600 -19.9% -4.7% 
   Financial Activities 331,600 3,800 -500 -0.2% 6.4% 
     Finance & Insurance 265,800 2,900 400 0.2% 5.5% 
     Real Estate & Rental & Leasing 65,800 900 -900 -1.3% 9.1% 
   Professional & Business Services 817,800 10,100 103,100 14.4% 18.8% 
     Professional & Technical Services 364,300 7,600 48,800 15.5% 23.2% 
     Management of Companies & Enterprises 136,200 100 24,100 21.5% 28.1% 
     Administrative & Waste Services 317,300 2,400 30,200 10.5% 12.5% 
   Education & Health Services 1,305,600 19,700 227,000 21.0% 29.3% 
     Educational Services 240,500 2,600 24,700 11.4% 28.0% 
     Health Care & Social Assistance 1,065,100 17,100 202,300 23.4% 29.5% 
   Leisure & Hospitality 582,700 8,400 79,100 15.7% 23.9% 
     Arts, Entertainment & Recreation 103,100 4,200 17,400 20.3% 24.5% 
     Accommodations & Food Services 479,600 4,200 61,700 14.8% 23.8% 
   Other Services 260,700 -100 5,400 2.1% 7.4% 
   Government 708,100 5200 -46,500 -6.2% 1.4% 
     Federal Government 98,700 1400 -5,000 -4.8% 3.3% 
     State Government 156,100 1300 -4,700 -2.9% 0.9% 
     Local Government 453,300 2500 -36,800 -7.5% 1.2% 

  Source: Bureau of Labor Statistics, Current Employment Statistics 
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OTHER ECONOMIC INDICATORS 
 

New Hires 
 

The number of New Hires reflects people hired as replacements for job leavers as well as 
expansions in the firm’s complement. Typically, the number of New Hires will rise when labor 
markets tighten, and fall (overall or at the industry level) during a less robust labor market.   
 

The number of reported New Hires increased by 24,500 or three percent in the fourth quarter 
of 2019, from the same quarter in 2018. New Hires in goods-producing Industries decreased by 
19 percent, while increasing by five percent in the service-providing Industries. New Hires 
decreased in all sectors within the goods-producing industries with manufacturing sustaining 
the largest volume decrease (-6,600), while mining, quarrying and oil & gas extraction had the 
largest percentage decrease. Among the service-providing industries, the largest percentage 
increases in New Hires were in government (+82 percent) and health care & social assistance 
(+40 percent), while the largest percentage decreases were a 14 percent decrease in 
information and a 13 percent decrease in wholesale trade. 

 

Reported Pennsylvania New Hires, 2018 to 2019, 4th Quarter 
 
 

Industry Sector 2019 Q4 2018 Q4 
Change from 2018 Q4 
Volume Percent 

Total New Hires 774,000 749,500 24,500 3% 
Goods-producing Industries 49,800 61,500 -11,700 -19% 
Agriculture, Forestry, Fishing, Hunting 1,600 1,800 -300 -15% 
Mining, Quarrying & Oil & Gas Extraction 800 1,800 -1000 -58% 
Construction 18,800 22,600 -3800 -17% 
Manufacturing 28,600 35,200 -6,600 -19% 
Service-providing Industries 724,300 688,000 36,300 5% 
Trade, Transportation & Utilities 207,000 190,000 17,000 9% 

Wholesale Trade 14,000 16,100 -2,000 -13% 
Retail Trade 89,100 86,600 2,500 3% 
Transportation, Warehousing & Utilities 103,900 87,400 16,500 19% 

Information 6,500 7,600 -1100 -14% 
Financial Activities 17,600 14,800 2700 18% 

Finance & Insurance 13,100 10,500 2600 25% 
Real Estate & Rental & Leasing 4,400 4,300 100 3% 

Professional & Business Services 209,800 217,100 -7,400 -3% 
Professional & Technical Services 18,900 20,200 -1300 -6% 
Management of Companies & Enterprises 5,000 4,000 1000 25% 
Administrative & Waste Services 185,800 192,900 -7,100 -4% 

Education & Health Services 135,200 105,500 29,700 28% 
Educational Services 24,600 26,300 -1,700 -6% 
Health Care & Social Assistance 110,600 79,300 31,400 40% 

Leisure & Hospitality 88,100 91,600 -3,500 -4% 
Arts, Entertainment & Recreation 21,100 22,700 -1,600 -7% 
Accommodations & Food Services 67,000 68,900 -1,900 -3% 

Other Services 13,400 14,400 -1,100 -7% 
Government 7,000 3,800 3,100 82% 
Unclassified Industry 39,800 43,100 -3,300 -8% 

  Computations are performed on unrounded data and the results are rounded, which may not agree with computations on the rounded data.  
  Source: Pennsylvania New Hire Reporting Program 
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Weekly Claims for Unemployment Compensation 
 
Pennsylvania’s average weekly number of initial claims continued to decrease in 2018, after 
peaking in 2009.  The state’s average weekly number of continued claims also decreased during 
the same period. The decline in initial claims indicates that fewer workers are being laid off, 
while the decrease in continued claims indicates that covered unemployed workers are 
returning to work more quickly.  
 
PA Average Weekly Initial and Continued Claims for Unemployment Compensation 

 
 Source: Pennsylvania Unemployment Compensation System 
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Average Weekly Hours in Manufacturing 
 

 
Average weekly hours are a leading indicator, often forecasting the direction of the economy.  
As the economy begins to grow out of a recession (e.g. in 2004), employers will tend to delay 
hiring new workers until they are more confident that economic growth is improving and 
sustainable and instead will have their existing employees work more hours.  Eventually, as the 
economy continues to improve, businesses will add more workers and this increase in 
employment will reinforce the positive trend in economic growth (e.g. in 2005 to 2006).  In 
contrast, when the economy is just beginning to slow down, employers wishing to maintain 
employee loyalty will retain workers (labor hoarding) by reducing hours worked, rather than 
immediately laying off workers (e.g. in 2001).  If the slowdown deepens, businesses may need 
to lay off workers, reinforcing the negative trend in economic growth (e.g. in 2002 to 2003).  
The annual average of weekly hours in manufacturing turned down in 2007 (although it 
recovered most of that in 2008), signaling that employers were likely reducing hours due to the 
economic recession.  From 2009 to 2014, both average weekly hours and total employment 
increased, while in 2015 and again in 2017, average hours decreased marginally, as the number 
of jobs continued to increase.  In 2019, while total jobs continued to increase, there was a 
pronounced decrease in average weekly hours of production workers in manufacturing. Given 
that employment in manufacturing has been trending down, the value of average weekly 
manufacturing hours as an economic indicator may be diminishing.  
 

   
Source: Bureau of Labor Statistics, Current Employment Statistics  
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Nominal and Real Gross Domestic Product (GDP) 
 
The Bureau of Economic Analysis (BEA) produces estimates of each state’s gross domestic 
product (GDP), both nominally and in “real” terms, on a quarterly and annual basis. Nominal 
GDP is the market value of goods and services produced by the labor and property located in a 
state valued in the prices of the period when the transactions occurred—that is, at "market 
value.” Real GDP, on the other hand, excludes the effects of price changes and are therefore 
inflation-adjusted values that ideally reflect changes in actual output over time. Typically, 
although not always, labor markets and output markets move together. In 2019, real GDP in 
Pennsylvania increased by 2.3 percent over the year, ranking the state 20rd in the country. The 
other states’ growth rates in output over this period, ranged from 0.6 percent to 4.4 percent, 
while the nation’s output grew by 2.3 percent. Pennsylvania’s growth rate of 2.3 percent was 
lower than in 2018 (2.6 percent), but was greater than all other growth rates since 2014, which 
it equaled. 
 
 

                Pennsylvania Nominal and Real GDP: 2002 - 2019

 
Source: Bureau of Economic Analysis  
The BEA utilizes chain-weighted quantity indexes to covert nominal values into real values.  The reference year is currently 2012. 
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Coincident and Leading Economic Indexes1 
 

 
The Federal Reserve Bank of Philadelphia produces a coincident economic index and a leading 
economic index for Pennsylvania monthly. The coincident index combines four state-level 
indicators to summarize current economic conditions. The four variables are nonfarm payroll 
employment, average hours worked in manufacturing, the unemployment rate, and wage and 
salary disbursements deflated by the consumer price index (U.S. city average). The trend for 
each state’s index is set to the trend of its gross domestic product (GDP), so long-term growth 
in the state’s index matches long-term growth in its GDP. The leading index for each state 
predicts the six-month growth rate of the state’s coincident index. In addition to the coincident 
index, the models include other variables that lead the economy: state-level housing permits (1 
to 4 units), state initial unemployment insurance claims, delivery times from the Institute for 
Supply Management manufacturing survey, and the interest rate spread between the 10-year 
Treasury bond and the 3-month Treasury bill. 

 
In the graph above, months during a national recession are depicted as light green columns. 
Sustained rises in the coincident index indicate recoveries and expansions while sustained 
decreases indicate contractions. When the leading index forecast exceeds the coincident index, 
growth over the following six months is projected. Since the trend of the coincident index was 
rising and the leading index forecast was above it as of the end of 2019, these indicators signal 
that Pennsylvania was still in a recovery which was anticipated to continue. These indicators did 
not anticipate the onset and ramifications of the pandemic, which started early in 2020. 

 
1 Material for this section was taken from the Philadelphia Federal Reserve Website. More 
information on the indexes can be found at http://www.phil.frb.org/research-and-
data/regional-economy/indexes/coincident/ and http://www.philadelphiafed.org/research-
and-data/regional-economy/indexes/leading/. 
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DEMOGRAPHICS 
Population 

 
Population change is the underlying force that moves the economy.  From 2019 to 2029, 
Pennsylvania’s population is projected to grow by 0.6 percent.  In comparison, the nation’s 
population is projected to grow by 7.5 percent.  After a small initial decrease, Pennsylvania’s 
population is expected to grow slowly through 2035 and then decline at least through 2049. Its 
age distribution, however, is expected to change more dramatically.  

 
 Sources: IHS Economics based on Census Bureau estimates 

Age 
 

With a median age of 40.8 years, Pennsylvania ranked seventh highest in the nation.  The 
state’s percentage of those aged 65 and over is the eighth highest in the nation (18.70%) – 
Maine (21.22%), Florida (20.94%), West Virginia (20.48%), Vermont (20.04%), Delaware 
(19.40%), Montana (19.32%), and Hawaii (19.59%) are higher. The number of Pennsylvanians 
age 65 and over was over 2.39 million in 2019 and the proportion of that age cohort is 
projected to increase at least through 2049.  This is largely a by-product of the aging of the 
population born during the baby-boom period after World War II (1946 to 1964).  The oldest of 
the baby-boom generation turned 65 in 2011 (now age 73) and the youngest will turn 65 in 
2029 (now age 55).  Thus, a large wave of baby boomers will be leaving the workforce over the 
next two decades.  Since the number of births from the mid-1960s until the mid-1980s was 
lower than that during the baby-boom years, the natural increase in the workforce population 
(entrants) will be insufficient to replace those leaving it (separations).  This will have profound 
effects on the future distribution of workers across industries and occupations.  
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Source: U.S. Census Bureau 
 

The modest overall population increase is expected to be accompanied by a greater proportion 
aged 65 and above and a declining volume of the traditional working age population (25 to 64). 
From 2019 through 2049 the total working age population is projected to decline annually, 
while except for a few years with marginal declines, the labor force is expected to experience 
annual increases. This probably will result in worker shortages in the coming years with some 
areas, industries, and occupations being affected sooner and harder than others.  The small 
expected increase in labor force (1.8 percent in total over the period) could be due to a 
substantial in-migration of workers and/or an overall increase in the labor force participation 
rate. In fact, the overall labor force participation rate is expected to decline from 2022 through 
2036 and then increase for the remainder of the period. It is unclear which cohorts will be 
affected by the ultimate overall increase in the labor force participation rate. 

 
 
Sources: U.S. Census Bureau, Bureau of Labor Statistics and IHS Economics 
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CONCLUSION 
 

At the end of 2019, it was unclear whether Pennsylvania’s labor markets would continue the 
long, but slow recovery and expansion which followed the Great Recession or whether a new 
recession was on the horizon.  Most of Pennsylvania’s labor market indicators over the year 
showed incremental improvement of the labor market in 2019, while some indicated the 
expansion was beginning to wane and might turn south. Included among the positive signs in 
2019 were setting a third consecutive record high in average employment (6,208,000) and an 
increase in the labor force. In addition, Pennsylvania’s total nonfarm jobs were at 6,079,500 in 
December 2019, up 43,200 (+0.7 percent) from one year before and up 516,900 since the most 
recent jobs low in February 2010. The December 2019 jobs count was slightly below the record 
monthly high set one month before, in November.  Other signs of an improving labor market 
were decreases in long-term unemployment, involuntary part-time rate, initial and continuing 
claims, and U6 (the broadest measure of labor underutilization), as well as increases in  New 
Hires, and the nominal and real wage rates. On the other hand, the unemployment rate 
increased by 0.2 percentage points to 4.4 percent due to an increase in the volume of 
unemployment by 11,000 (4.0 percent) and weekly manufacturing hours of production workers 
declined steeply. Mixed signals came from the labor force participation rate ticking up by 0.1 
percent due to the female rate increasing while the male rate fell and that despite overall job 
growth, there were still a number of sectors that have been steadily declining. The nation’s 
labor market improvement over this period was somewhat better than Pennsylvania’s. All this 
is occurring in an environment where Pennsylvania’s economy continues to adapt and 
transform itself from goods-producing to service-providing industries. Despite the leading 
economic index projecting growth in the Pennsylvania economy at year end, there were 
potential headwinds as well. While normally, “what’s past is prologue”, the pandemic in early 
2020 has disrupted normal economic trends. 

 
The longer-term prognosis will be dependent on demographic trends such as the aging of the 
population and slow population growth, which indicate that over the coming years baby-boom 
generation workers will be retiring in large numbers, taking key skills with them. From 2019 
through at least 2049, Pennsylvania’s working age population (age 25 to 64) is projected to 
decline annually.  Far fewer youth will be available to enter the labor market, forcing greater 
efficiencies and competition for key skills.  Even with an expected influx of outside labor and 
sometimes higher labor force participation rates, there probably will be worker shortages in the 
coming years affecting some areas, industries, and occupations sooner and harder than others.  
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