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Economic and Budget Developments 

In this Update, we discuss recent revenue 
and economic developments, and review the 
characteristics of California job growth during 
the current economic expansion. 

General Fund revenues exceeded the May 
Revision budget projection for the second 
month in a row during June. Total collections 
were up $234 million from the forecast, bring­
ing cumulative 1994-95 cash receipts to 
$466 million above estimates (see Figure 1 ). 
About $59 million of the June increase is 

In June 

(Dollars In Millions) 
June 1995 

related to refunds of insurance and sales 
taxes which were expected to be made in 
June, but which now are anticipated to occur 
in early 1995-96. These refunds will be ac­
crued to 1994-95, leaving revenues during the 
year up $407 million from the May Revision. 

An additional $61 million in insurance tax 
refunds that had been expected to occur in 
June will be made later this year, thereby 
reducing 1995-96 revenues. 

CONTINUED ON BACK PAGE I 

1994-95 Fiscal Year 
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Revenue Source Estimated Actual Difference Estimated Actual Difference 
Personal Income $1,861 $1,901 $40 $18,253 $18,352 $99 
Sales and Use 1,634 1,610 -24 14,686 14,763 77 
Bank and Corporation 1,018 1,133 115 5,542 5,743 201 
Insurance 96 184 88 946 1,038 92 
Other 307 322 15 2,200 2,198 -3 
Total $4,916 $5,150 $234 $41,627 $42,094 $466 
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Characteristics of Job Growth 
During the Current Expansion 

There is now wide agreement that 
California's economy has been in a modest 
recovery since mid-1993. Based on recent 
historical employment revisions, it appears 
that the state has added slightly more than 
300,000 jobs during the past two years. Al­
though the overall employment gains have 
been encouraging, a concern has emerged 
about the quality of the job growth; specifi­
cally, that the state is adding mostly low-paid, 
low-skilled jobs, while it continues to lose 
employment in high-paying industries. 

The perception that California is replacing 
high-paying jobs with low-paying ones is only 

partly accurate. Our review of detailed em­
ployment and wage data suggests that Cali­
fornia has indeed continued to lose jobs in 
high-paying industries over the past two years, 
largely reflecting continuing restructuring in 
the aerospace and financial sectors. How­
ever, the newly created jobs have not been 
uniformly low paying. Rather, they have been 
in a mixture of higher-paying and lower­
paying occupations. 

" Figure 2 compares the average , annual 
wages of the industries losing jobs to those 
adding jobs over the past two years. It shows 
that the average wage of all industries losing 
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jobs is about $42,000, which is significantly 
above the economy-wide average of about 
$30,000 per year. The average wage of all 
newly created jobs is nearly $29,000, or slightly 
less than the economy-wide average. 

Job Losses Mostly in 
. High-Paying Industries 

Figure 3 shows the ten industries with the 
largest job losses between mid-1993 and 
rnid-1995. It indicates that losses have been 
concentrated in high-paying industries such 
as transportation equipment (which includes 

,producers of aircraft and missiles), aerospace 
instruments, legal services, financial services, 
and computers. 

New Jobs are in a Mixture of 
Low- and High-Paying Sectors 

' 
Figure 4 shows the ten industries with the 

largest job gains over the past two years. It 
indicates that many of the newly created jobs 
have been in lower-paying sectors, such as 
eating and drinking, retail trade, and child­
care. However, a significant number have 
also been in high-wage sectors such as whole­
sale trade-which encompasses import and 
export businesses-motion pictures, and busi­
ness professions. Smaller gains have also 
occurred in high-paying industries such as 
electronic components, software development 
and bio-technology. 
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Industries with Largest Job Losses 
June 1993 Th June 1995 

(In Thousands) 

Job 
Losses 

Transport equipment mfg. -38.5 
Depository institutions -29.5 32.4 
Aerospace instruments mfg. -17.0 49.7 
Nondeposit credit -13.4 41.0 
Legal services -9.5 53.6 
Computers -6.4 46.9 
Insurance agents -5.0 40.9 
Insurance carriers -4.6 42.2 
Printing/publishing -4.2 33.1 
Electric/gas/sanitation -3.7 49.0 

Industries with Largest Job Gains 
June 1993 Th June 1995 

(In Thousands) 

Job Average 
Gains Annual 

Business services 113.6 $26.1 
Special trades 28.9 29.5 
Eating/drinking 25.6 10.3 
Wholesale trade/durables 23.7 38.9 
Business professions 21.2 43.7 
Motion pictures 19.5 46.9 
Child care services 18.4 16.3 
Trucking 18.3 27.5 
Miscellaneous retail 16.4 17.8 
General building contracting 15.8 32.6 
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Of the remaining 1994-95 increase, about 
$113 million is due to one-time audit collec­
tions and interfund transfers relating to the 
bank and corporation tax, and the balance is 
from ongoing sources. 

The revenue gain is encouraging not only 
from the standpoint of the budget, but also 
because of its implications for- the economy. 
Tax receipts closely related to current eco­
nomic activity-in particular personal income 
tax withholding and corporation tax prepay­
ments-are up significantly in 1995 from the 
prior year, suggesting that employment, 
wages, and profits are continuing to expand in 
this state. 

The implications of the recent stronger­
than-expected performance on 1995-96 col­
lections, however, are unclear at this time 
given the uncertainties regarding the 
strength of the national and state economy 
during the next year. 

Economic Developments Mixed 

Economic developments continue to sug­
gest that California's modest recovery remains 

on track, despite persistent weakness in the 
state's housing market. Wage and salary 
employment continued to grow modestly in 
June, increasing by 16,500 jobs during the 
month. Most industry sectors showed at least 
small gains. 

On a negative note, new home construction 
and sales failed to rebound significantly in 
May (the most recent month for which data are 
available) despite improving weather and de­
clining interest rates. An improvement in the 
housing sector remains a key factor in the 
overall outlook for California's economy dur­
ing the next year. 

The most recent round of base closures will 
result in the loss of about 23,000 civilian 
personnel jobs in California. The losses will 
have a significant impact on individual com­
munities throughout the state. However, the 
closures will take place over several years. 
Thus, their impact on statewide economic 
growth in 1995 and early 1996 will be only 
modest. 

Contact-Brad Williams-{91'6) 324-4942 

Recent LAO Publications 
Personal Responsibility Act of 1995: Fiscal 
Effect on California, April 1995. 

Uses and Costs of Lease-Payment Bonds, 
May 1995. 

Juvenile Crime: Outlook for California, 
May 1995. 

Reports are also available on the LAO's World 
Wide Web page at http://www.lao.ca.gov. 
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