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IN the Spotlight

THE INDIANA ECONOMY

Income and Population: Indiana’s Regions

The Indiana Department of
Workforce Development has
identified 12 Workforce
Investment Planning Regions. These
aggregations of counties help us
understand labor force issues far better
than single-county analyses.

Figure 1 (see page 2) shows these 12
regions and each individual county’s
share of population within the
corresponding region. The regions
have considerable variability in certain
dimensions. For example, Region 2
(South Bend-Elkhart) has just four
counties, while Regions 9 (our eastern
border from Richmond south to the
Ohio River) and 11 (southwestern
counties) each have 11 counties.

Region 8 (Indianapolis and suburbs)
has 1.4 million people, while Regions
5 (Kokomo) and 7 (Terre Haute) have
approximately 225,000 people each.
Figure 2 (see page 3) displays the
variation in real per capita personal
income (PCPI) that exists among
Indiana’s regions. Region 8 enjoys
PCPI at $28,727, which is not only
17.5% higher than the figure for the
entire state, but also 8.7% above the
national level. Last in PCPI among the
regions is Region 7 at $19,989, or
18.2% below the state level. The spread
between the highest and lowest regions
is 35.7%, the highest differential
recorded in the past three decades.
(continued on page 2)
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IN THE SPOTLIGHT

IN the Spotlight
(continued from page 1)
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Figure 1: Workforce Investment Planning Regions
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IN THE SPOTLIGHT

Figure 2: Real Per Capita Personal Income

Region 8 (Indianapolis) has a higher PCPI than the U.S. average
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Table 1: Components of Change in PCPI: Percent Change 1997 to 1998

Percent Indiana’s 12 Regions

Change in:|| U.S. Ind. 1 2 3 4 5 6 7 8 9 10 11 12
Real Total

Personal 4.9 4.9 4.6 5.0 4.3 3.6 3.1 2.9 3.9 6.0 4.1 4.3 5.0 7.9
Income

Population 0.9 0.6 0.3 0.5 0.9 1.3 0.1 -0.6 0.1 1.1 0.4 0.8 0.2 1.1
PCPI 4.0 4.3 4.2 4.4 3.3 2.3 3.0 8.5 3.8 4.9 3.7 8.5 4.8 6.8
Source: U.S. Bureau of Economic Analysis

Figure 3: Share of State’s Personal Income 1969 and 1998

Region 8 grows, while six regions lose share
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IN THE NEWS

Per Capita Income: Regions of the Nation

he Bureau of Economic
Analysis divides the United
States into eight regions.

Indiana falls into the Great Lakes
region, along with Ohio, Michigan,
[linois and Wisconsin.

1998, the last year for which
detailed data are available, was an
outstanding year for the nation. The
U.S. growth rate in real per capita
personal income (PCPI) was 4.0%, the
highest in the past 10 years (see
Figure 1). It was also the most
successful year in the decade for
Indiana and the Great Lakes states,
with the Hoosier state ranking second
in the region at 4.3%, just behind
Wisconsin (4.4%) and ranking 14th
among the 50 states.

The Great Lakes region, however,
ranked seventh among the eight
regions in growth of real per capita
personal income (3.7%). Only the
Southeast advanced at a slower rate
(3.5%). The leading region was the
Rocky Mountains, which achieved a
5% increase (see Figure 2).

Personal income is the sum of all
earnings (wages, salaries, proprietors’
income) plus dividends, interest, rent
and transfer payments. After adjust-
ment for price changes, it is labeled

Real Per Capita
Personal Income

Figure 1: Annual Growth Rate of Real Per Capita Personal Income 1989-98

real personal income. This amount is
divided by population to yield per
capita personal income (PCPI).

As with any fraction, the growth of
the number on the left of the equation
depends on the growth of the
numerator and the denominator.
Basically, the growth rate of PCPI
equal s approximately the growth rate
in personal income minus the growth
rate in population. For example, during
1998, Indiana’s real personal income

(continued on page 6)
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IN THE NEWS

Figure 2: PCPI Growth Rates by Region

Great Lakes region’s moderate growth ranks seventh
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TECHNICAL NOTE:

Population Growth and Income Growth: Correlation Far from Perfect

Growth in population and years from 1988 to 1998, the zero is no relationship and
total personal income are correlation for the 50 states -1.00 is a perfect negative
positively correlated, between personal income and relationship). But for the year
particularly over long periods population growth rates was 1998, the correlation was just
of time. But it is far from a +0.89 (where +1.00 is a +0.62, an unimpressive
perfect relationship. For the 10 perfect positive relationship, relationship.
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IN THE NEWS

Figure 3: Indiana’s PCPI Growth Components, 1989-98 grew by 4.9% while the pOPU|ation
grew by 0.6%. Therefore, the state’'s

PCPI grew by 4.3%.
Figure 3 shows how the growth rate
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Figure 4: Great Lakes Region’s PCPI Growth Components, 1998 Annual Rate

Indiana leads in both components; Wisconsin tops in PCPI growth
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IN BUSINESS

Indiana Metro Area Employment Grows, Industrial Mix Differs

Figure 1: Percent Change in Nonfarm Employment Figure 2: Percent Change in Nonfarm Employment

U.S., Midwest and Indiana metro areas, May 1999-2000 Indiana metro areas, May 1999-2000
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Figure 3: Percent Change in Metro Area Private Sector Employment by Industry, May 1999-2000

The fastest-growing industries in the U.S. were services and transportation
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Indiana metropolitan areas show strength in manufacturing and finance, insurance
and real estate employment, but lag the nation in faster-growing sectors.
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IN THE WORKFORCE

Regional Employment Snapshot — May 2000

idwest employment (26
M million) represents 20% of

total nonfarm employment
in the United States, according to the
latest federal employment data for
May 2000 (see Figure 1). The Midwest
is defined as Illinois, Indiana, lowa,
Michigan, Minnesota, Ohio and
Wisconsin. The data show U.S.
employment at 131 million, 2.3%
higher than the same month a year
ago. Indiana contributes 3 million jobs,
or 2.3% of the U.S. total. Within the
Midwest, Indiana represents 11.5% of
the region’s total employment.

The U.S. Bureau of Labor Statistics
provides these data on a monthly basis
using the Current Employment Survey
(CES). The survey primarily provides
nonfarm employment by industry and
geographic areas including the United
States as a whole, individual states and
metropolitan areas. The data are best
used to get a year-to-date or month-to-
month snapshot of the economy. This
month’s article discusses regional and
state employment. See the IN Context
Web site (www.ibrc.indiana.edu/
incontext/) for the states in each region.

Figure 1: Nonfarm Employment

Regions’ shares of U.S. total

Source: U.S. Bureau of Labor Statistics

Regions Led by South and West
Nonfarm employment in the South and
West regions grew faster than the
Northeast and the Midwest over the
past year. Thisis atrend that has
persisted since 1995, during which

period these regions also led in
population growth (see Figure 2).
The South constitutes the largest
portion — 33% — of national
employment. The portion of U.S.
employment in each region is

Figure 2: Nonfarm Employment Growth 1990-2000
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Figure 3: Share of U.S. Population by Region 1999

South and West constitute 59% of U.S. population
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consistent with the percentage of U.S.
population living in each region (see
Figure 3). Together the South and West
regions have 59% of all U.S. nonfarm
jobs and 59% of the U.S. population.
These two regions together now equal
0.3% more of the nation’s employment
than they did a year ago. The
Northeast and Midwest regions’ share
of national employment declined by
this same amount over the year. The
greatest shift in employment,
approximately 0.2%, was from the
Midwest to the South.

Figure 4: Manufacturing Employment

Source: U.S. Bureau of Labor Statistics

Table 1: Top 10 States: Nonfarm Employment (000)

Manufacturing employment has
declined in every U.S. region, with the
largest decline occurring in the North-
east (-0.6%). The Midwest and West
both declined by 0.5%, while the South
is the only region that lost fewer manu-
facturing jobs than the national average
(-0.3% versus -0.4% nationally).

Similarly, the South is the only
region with a greater share of national
manufacturing employment than a year
ago. Thirty-two percent of all
manufacturing employment in the
United States is located in the South.
Meanwhile, the traditional rust belt
states of the Midwest constitute only
27% of U.S. manufacturing employ-
ment (see Figure 4). However, the
Midwest still has the highest percentage
of regional nonfarm employment in
manufacturing (19.1%). The South
follows with 13.4%, the Northeast with
12.6% and the West with 12.2%.

Top 10 States Vary by
Perspective

The three states with the highest
nonfarm employment growth since
May 1998 are Arizona, Florida and

The portion of U.S.
employment in
each region is

consistent with the

percentage of U.S.

population living in

each region.

Nevada, all growing by approximately
5%. Idaho, Colorado and Georgia
followed these states, at approximately
4% (see Table 1).

Of these six states, five led U.S.
population growth during the same
time period. Only Florida's population
grew by less than 2%. The age
demographics of these six states show
no real consistencies that might
explain what populations or industries
might be driving this job growth.
Further research into employment
growth by industry might provide
some explanation of these trends.

The largest manufacturing state is

(continued on page 12)

Table 2: Top 10 States: Manufacturing Employment (000)

Total Jobs Net New Jobs Percent Growth Total Jobs Net New Jobs Percent Growth

May 2000 May 1999-2000 May 1999-2000 May 2000 May 1999-2000 May 1999-2000
California 14,390 California 465.0 Arizona 51 California 1,925 Georgia 7.6 Hawaii 2.4
Texas 9,408 Florida 320.5 Florida 4.7 Texas 1,082 Arizona 4.1 Arizona 1.9
New York 8,633 Texas 288.1 Nevada 4.5 Ohio 1,078 Indiana 3.9 Nevada 1.9
Florida 7,153 New York 205.7 Idaho 4.3 Michigan 969 Kentucky 2.4 Georgia 1.3
Illinois 6,008 Georgia 137.3 Colorado 3.6 Illinois 952 Florida 2.0 Idaho 1.3
Pennsylvania 5,611 Arizona 108.5 Georgia 8.5 Pennsylvania 930 Pennsylvania 1.6 Montana 1.2
Ohio 5,597 North Carolina 80.4 California 3.3 New York 884 California 1.2 West Virginia 0.9
Michigan 4,583 Colorado 77.2 Maine 3.2 North Carolina 789 Maryland 1.2 Kentucky 0.8
Georgia 4,008 New Jersey 73.3 Delaware 3.2 Indiana 691 Virginia 1.2 Maryland 0.7
New Jersey 3,933 Virginia 71.8 Texas 3.2 Wisconsin 614 Idaho 1.0 Indiana 0.6
Source: U.S. Bureau of Labor Statistics Source: U.S. Bureau of Labor Statistics
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IN LOCAL AREAS

May Unemployment Rate Falls Even as Labor Force Grows

ndiana’'s unemployment rate
dropped to 3% in May, bringing it
down to alevel consistent with the
same month in 1998 and 1999.
The rate typically falls in the spring,

Figure 1: May Unemployment Rates by County

The national unemployment rate for May was 3.9%

State Unemployment Rate = 3.0
[ Above State Rate
|:| Approx. Equal to State Rate (+/- 0.3)

but April’s rate did not come down as
much this year as it did in 1998 or
1999. Some analysts speculated that
April’s higher rate signaled a slow-
down in Indiana’s economy. Then
came a healthy drop in May. Taken
together, the first five months did not
show any significant increase in the
unemployment rate.

Indiana’s rate decline came despite
growth in the state’s labor force. A
steady expansion of the labor force
this year reversed the shrinkage that
occurred in 1999. Last year, in most
months, the labor force was down
compared to the same month in 1998.
In the first five months of 2000, the
labor force grew at least 1.3% every
month, compared to the same month in
1999.

The total labor force in Indiana
stood at 3.13 million in May,
according to estimates from the
Indiana Department of Workforce
Development and the U.S. Bureau of
Labor Statistics. That’s close to the
record labor force estimate of 3.18
million set in June 1995.

Coupled with the declining
unemployment rate, this larger labor
force resulted in a near-record number
of Hoosiers at work in May. The total
number of employed people surpassed
3.03 million, and was, in fact, just
5,000 people shy of the record 3.04
million in June 1998.
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IN LOCAL AREAS

Indiana Unemployment Rate Lower than in Neighboring States

n May, Indiana continued to post a

lower unemployment rate than the

nation as a whole. Indiana’s rate
fell four-tenths of a point to 3%, while
U.S. unemployment edged up from
3.7% to 3.9% (see Figure 1).

For more than 10 years, Indiana’'s
unemployment rate has almost always
been lower than the national rate.
Sometimes a persistent rate difference
is due to regional factors. If so, several
neighboring states might exhibit the
same kind of differential from the U.S.
numbers. Indiana’s low unemployment
rate, however, is not a regional

phenomenon. In fact, since 1990,
Indiana’s unemployment rate has been
consistently lower than the ratesin
neighboring states. The unemployment
rates for Indiana and its four neighbors
— Hlinois, Kentucky, Michigan and
Ohio — for the most recent four years
are shown in Figure 2. Neighboring
states generally had unemployment
rates ranging from half a percentage
point to two full points higher than
Indiana’s. Illinois and Kentucky were
both at about 4% in May 2000, com-
pared to Indiana’s 3%. Ohio came down
from 4.9% in February to 3.6% in May.

Figure 1: Unemployment Rates in Indiana and the U.S.

Unemployment in Indiana historically stays below the nation’s
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Figure 2: Average Unemployment Rate

Indiana generally is lowest in the region
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“There does not appear to be a
problem with the data that would
explain this pattern,” said Charles
Mazza, director of Labor Market
Information at the Indiana Department
of Workforce Development. “The U.S.
Bureau of Labor Statistics uses the
same formula to estimate the
unemployment rate for all states.”

Part of the explanation could be
mix. “Indiana’ s economy,” said Mazza,
“has a higher proportion of itsjobsin
manufacturing. And that sector has
grown very well in recent years.”

Indiana’s low unemployment rate is
one likely factor in the growth of its
total labor force — that is, the number
of people in the state who are working
or looking for work. With a labor force
of 3.1 million people, Indiana ranks
fourth in the five-state region (see
Figure 3). Illlinois and Ohio each have
alabor force that is about twice the
size of Indiana’s. Michigan's is about
65% larger, and Kentucky’s, the
smallest of this group, is about two-
thirds the size of Indiana’s. Indiana’s
share of the five-state total has
remained constant for several years.

Figure 3: Labor Force, May 2000
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(continued from page 9)
California, with 1.9 million
manufacturing jobs — around 850,000
more than Texas and Ohio (see Table 2
on page 9). However, in terms of
manufacturing jobs per capita,
Midwestern states still lead the nation.
The states with the highest
percentage increase in manufacturing
jobs over the past year were primarily
states with small manufacturing
sectors, with the exception of Georgia,
which ranks 11th nationally. Logically,

however, the larger manufacturing
states contributed more net new jobs
than the smaller states.

Maryland was the smallest manu-
facturing state creating the greatest
number of net new jobs over the past
year. Georgia led the nation, adding
7,600 manufacturing jobs since May
1999, followed by Arizona (4,100) and
Indiana (3,900). Of the top 10 largest
manufacturing states, only California,
Pennsylvania and Indiana added rather
than lost manufacturing jobs.
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