California Chamber of Commerce

Recession for far: Not the mildest; Not the Worst

(February 5, 2009) So far in California, the recession has been neither the mildest nor the worst
during the last several decades, comments the president of the California Foundation for
Commerce and Education (CFCE).

In a recent article on the Fox & Hounds website, www.foxandhoundsdaily.com, CFCE President
Loren Kaye reviewed employment numbers from the state Employment Development
Department, personal income and inflation numbers from the state Department of Finance,
recession dating information from the National Bureau of Economic Research and taxable sales
figures from the state Board of Equalization.

Signs Not Encouraging

Although it is too early to tell where the recession will measure in comparison to others, such as
the Great Depression of the 1930s or the downturn of the 1980s, Kaye notes, “none of the

economic signs on the horizon are
encouraging; most of the leading indicators
point south.”
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Kaye’s article continues as follows: -
Change in Employment “Employment is a
lagging indicator of recessions, so the
worst is probably yet to come. One year
into the downturn, California’s
employment losses have been material, but
not nearly as bad as the two most recent
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recessions.
“Ultimate job losses from the 1990-93 Change in California Real Personal Income
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severely as other recessions — so far. The
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1981 recession saw a sharp 4.5 percent drop in real personal income, but the economy quickly
recovered before the next downturn.

“The California economy took a severe beating in the 2001 recession, losing nearly 5 percent on
an inflation adjusted basis. So far, this recession has resulted in a 1.7 percent drop in real
personal income, although no one believes it has hit bottom yet.

“To be sure, this recession has hit certain sectors of the California economy disproportionately
hard, including construction, financial services, and retail. The pullback in consumer spending
has sharply affected retail sales.

Taxable Sales

“Of course, the changing California

California Taxable Sales economy has radically changed the
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“Since then, more of the state’s revenues have come in the form of capital gains and stock
options, which are far more sensitive to economic and financial signals. Therefore, the more
recent recessions have had a worse effect on state and local budgets than earlier downturns.”
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