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DIFFUSION INDEX OF EMPLOYMENTc

NOTE: All data are seasonally adjusted
a.  Financial activities include the finance, insurance, and real estate sector and the rental and leasing sector.
b.  Professional and business services include professional, scientific, and technical services; management of companies and enterprises; administrative and
support; and waste management and remediation services.
c.  Percent of 278 detailed industries with increased employment over the time period plus half of those with unchanged employment.  
SOURCE: U.S. Department of Labor, Bureau of Labor Statistics.

In March, nonfarm payrolls added

308,000 jobs on net, the largest gain

since April 2000. Net employment

gains for February and January were

revised up a total of 85,000, bringing

the first quarter’s average monthly

gain to 171,000 jobs, and the total in-

crease since August 2003 to 759,000. 

Goods-producing industries added

78,000 net jobs in March, nearly all

from construction (up 71,000). Manu-

facturing employment was unchanged

after dropping for 43 straight months.

Service-providing industries added

230,000 net jobs in March. Retail trade

added 47,100, making its quarterly

gains the highest since 1994. Profes-

sional and business services added

42,000 jobs in March despite a drop

of 1,800 jobs in temporary help 

services. After increasing in each of

the last eight months of 2003 (by an

average of 25,000), temporary help

services lost jobs in two of the first

three months of 2004. 

The unemployment rate rose 

0.1 percentage point to 5.7%, the first 

increase since the rate peaked at

6.3% in June. The main reason was

that employment, as measured by

the Household Survey, did not

change, while the labor force—and

hence the number of unemployed

people—increased by about 180,000.

The diffusion index of employment

measures the share of industries

whose employment rose over a given

period. The one-month diffusion index

surged above 60 for the first time since

July 2000, implying that March job

gains were broad based. For the sec-

ond straight month, the six-month 

diffusion index exceeded 50. Prior to

these months, the index had remained

below 50 since March 2001. 
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AVERAGE MONTHLY NONFARM EMPLOYMENT CHANGE
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Labor Market Conditions

Average monthly change
(thousands of employees, NAICS)

Mar.
2001 2002 2003 YTD 2004

Payroll employment –149 –47 –5 171 308

Goods producing –124 –76 –42 27 78
Construction –1 –8 7 29 71
Manufacturing –123 –67 –48 –5 0

Durable goods –88 –48 –30 5 5
Nondurable goods –35 –19 –18 –9 –5

Service providing –25 29 37 144 230
Retail trade –24 –11 –5 44 47
Financial activitiesa 8 6 6 5 6
PBSb –63 –17 23 23 42

Temporary help svcs. –37 2 15 5 –2
Education & health svcs. 50 40 28 25 39
Government 46 21 –4 10 31

Average for period (percent)

Civilian unemployment 
rate 4.8 5.8 6.0 5.6 5.7
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