INLAND EMPIRE

BUSINESS ACTIVITY INDEX

Winter 2021
The Inland Empire Business Activity Index tracks performance of the Inland Empire regional economy on a quarterly basis
and is adjusted for seasonal variations. The composite indicator is estimated using a wide range of economic data including
employment, economic output, income, real estate, and other indicators at the national, state, and metropolitan level.

According to the latest
available figures, business
activity in the Inland Empire
continued to recover from
the COVID-19 pandemic in
the third quarter of 2021,
increasing at an annualized
rate of 4.5%. This significantly
outpaces U.S. Real Gross

On an annual basis, from the third quarter of 2020 to the third
quar ter of 2021, business activit y in the region grew 6.7%
compared to a 4.9% increase in real national GDP. Moreover,
economic grow th in the Inland Empire is poised to continue
outpacing the nation in the near-term future. However, this is
largely because the region – and California overall – fell into a
deeper hole than the nation during the pandemic with respect
to output.
While many aspects of California’s economy are back on track,
there are concerns surrounding the resurgence of COVID-19 cases
related to the Omicron variant. However, with a large portion

Domestic Product (GDP), which

of the state’s population now fully vaccinated ( just over 63% as

grew1502.1% in the third quarter .

impact on the economy as it did in 2020.

of this writing), the spread of the virus will not have the same
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As delineated in the U.S. Bureau of Economic Analysis’ advance estimate of GDP.
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IN FOCUS:

In Focus: The Inland Empire Labor Market
The Inland Empire’s labor market has continued to steadily recover from the COVID-19 pandemic,
adding 185,600 jobs since it hit bottom in April 2020 (gaining back roughly 83% of total jobs lost
between February and April of last year). Despite the ongoing jobs market recovery, total payroll
employment is -2.3% (or -36,700 jobs) below the pre-pandemic peak in February 2020. Even so,
employment growth in the Inland Empire has outpaced California (-5.6% below peak) and the nation
(-3.3% below peak) during this period.
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At 6.8%, the Inland Empire’s unemployment rate has also improved from the lows of last year but
is still significantly elevated compared to the region’s 4% rate in pre-pandemic February 2020. The
Inland Empire’s unemployment rate is lower relative to California (7.3%), yet higher relative to the
United States (4.6%).
Unsurprisingly, the largest job losses have been concentrated in the region’s Leisure and Hospitality
sector, with -25,600 fewer workers compared to February 2020 (a -14.5% decline). Other significant job
losses have occurred in Other Services (a sector including hair and nail salons and other personal
care services), Government, Manufacturing, Financial Activities, and Administrative Support. These
were among the sectors most impacted by government health mandates and changes in consumer
behavior due to COVID-19.
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The effects of the pandemic are expected to be different into next year. Rather than business closures,
which seem unlikely given California’s high rates of vaccination and a better understanding of how
to manage the spread of the virus, the biggest impact could be on labor supply. If school closures
are extended as they have been in some places across the country, or if parents are reticent to send
children to school, this will again place a constraint on the available supply of labor. Additionally,
some workers in industries having a high degree of person-to-person contact could withdraw from
(or remain out of) the labor market in the short-term, further exacerbating supply issues.

INLAND EMPIRE INDUSTRY EMPLOYMENT
Sector

Oct-21 Employment
(000s)

Change since Feb-20
(000s)

Change since Feb-20
(%)

Transport/Warehouse

192.1

36.5

23.5

Utilities

5.3

0.3

5.7

Education/Health

260.1

2.2

0.8

Retail Trade

178.5

-0.2

-0.1

NR/Construction

111.0

-1.9

-1.7

Management

8.6

-0.3

-3.6

Wholesale Trade

65.2

-2.8

-4.1

Prof Sci and Tech

43.1

-1.9

-4.2

Admin Support

106.3

-5.4

-4.9

Financial Activities

43.0

-2.9

-6.4

Manufacturing

93.1

-7.1

-7.1

Government

241.5

-21.5

-8.2

Other Services

43.6

-4.2

-8.8

Leisure and Hospitality

151.5

-25.6

-14.5

Information

9.4

-1.9

-16.5

Total Nonfarm

1552.3

-36.7

-2.3

Source: California Employment Development Department (EDD); Analysis by UCR Center for Economic Forecasting and Development

Although local job losses have been widespread, a few bright spots exist. The surge in e-commerce
during the pandemic has helped boost payrolls in the region’s Transportation and Warehousing
sector over the last year. Payroll employment in the Inland Empire’s Transportation and Warehousing
sector has expanded 23.5% since February 2020, outpacing growth in the state by a wide margin.
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The Outlook:
Positive Growth Ahead
The Center for Economic Forecasting’s near-term outlook for business activity in the Inland Empire
remains positive, with gains expected to continue into 2022. Over the next two quarters business
activity in the region is forecast to rise between 3% and 6%. It’s also anticipated that the Inland
Empire will hit pre-pandemic levels of business activity by the end of 2021.
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