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"mesﬂc prodict (GDP): growmg at about a 3%

te——its hest performance singe the: late T980s., .

We expected thattheimost rapidiy:growing

-sector of the national:economy:wolild:be mvestmerit .

with an‘estimated:9:5% growth'in:constant’ dollar -
termsifrom 1992 -Equipment:purchases by busi-:
nesses Wereto beespecially strong.

~Qudlitatively-our-forecast ofthese: var.ables was :

dwte good: Real GDPiis riow estimated to.i increase’

. about 2.8% for the: year:up modestly from 1992' -
growth-ratesof 2:6%. Investment-wasithe key ' dnver :
~in 1993 ‘with business ﬂxed investment: expected o,

- increasenearly 1% for the yeardnd residential in-:
~vestmentby approximately: 7.5% . Within the invest
-ment:sector, equipment purchases, ¢speciaily com--

puters and-other electronic equipment, are estimated '

“to grow at a-strong15% rateiin-1993.

Unfortunately, whereas 1993 was a modest step '

forward ‘downibie road 1o sustainable recovery; our
forecasts for the year ahead see-the economy con
-~ tinuing to move-forward hut-at-a slower pace. The
~ Tablé summarizes the ma;or compenents of ou. fore-
: cast for 1994 ;
We see real GDP grewing at appmxmalelv a
2‘4% rate in 1994, with nossector of the econor

= showing the:level-of growth needed to.boost inuy

employment, or general economic activity substan-
tially. Employment growth will be modest, and the ;
-.unemployment rate will hover around 6.5%.
- Animportant contributor to the. growth of the :
~ecanomy in 1993 was consumer spending: In fact
constmer spendmg rose faster than gverall GDPin -

1993and morethanthe mereasemconsumem o

: GoP and;lls Campunems

~.fhe"ﬂ@% usiness &Eeenemﬁe@m eek | "ﬁ%e Eeemmg

be relied upon'to: stimulate
1994 The savings ratei e

_and real disposable income w
‘ ‘mately 2:4%in-line withithe-overalvincreasein
; growth of constant dollar GDP.

lnvestment especially the’ equnpmen calegory

‘increased substantnaiiy inthetastyear stimulatediin

part by lower interest rates-anda declinein eqmp—

~ met prices. especially in'the computer sector. We'

expectinterest rates fo remainlow bt notto d, '
further- We expect equipment pricesito decline again

in.1994: aithough at a slower rate than in 1993.

result: the equipment portion of Business:investment

is likely to be strong in 1994 but with'a growth rate

substantially less than'in 1993. Investment in'struc-

\tures has been o a downward silde since 1 8 Al

‘ 'mcreases in eonsumer spending-predicted

year, we thmk mventory mvestment will:b

- sured by housmg starts will'be up-only marg al‘ly'
i fron’,thelss million unit rate of 1993 Howeyer, the'

i Personal Consumeuon Expenusﬁu S:
- Gross Private Domestic !nvesmem
. Nonresidential Fixed
Residential Fixed -« - 0
. Change in.Business ventories
Net Exports L
Expo’r{s
-imports
Federal Govemmem Purchas
State and Loca Purchase>

Busmess lnvemones aﬂd her Expnr’s batn

% Change from Previous Year™

diions of 1981 doti




- declines in interest rates and mortgage refinancing

_-have stimulatediinvestment in existing residential .
.- structures, and we: can seethis: sector growmg 10

in1994.

7 maodation mode” and feel’ o
_interest rates orfight inflation. In fact. we see inflation .~
. increasing-at about 3% againat the:consumer level L
- ‘and-atabout:2. 7%as measured by the broader GDP
- deflator. e

!n the late 19803 net: exports prcvrded a'major:

' :  nessof U S.industries: ir‘r‘ fact the ‘reiatiVe campeti- -

o ’trveness of the us: lsrmcreasmg because of produc-.

out 5% rélativé'io
mark. -
Heeconomy 16

turings are fikely: to:continue thmugh the year...
Orithe interest rate front we see:shoft rates

: rising:slightly between the end of 1983'and the end of:

. 1894'withilong rates-declining slightly. The deciine of

. longrates is‘expected to be'dueitod reases in infia-
+tionary-expectations and less con n from high
. ratésrabroad asiother mopey cen

o many-ang Japan, cuttheirintérestrates fo strmulare
12 theirsconomigs. With corporate earningsigrowing”

~modestiy and

- ratedeclines; we downot see'a bull market for 1994,

- Stock:market returns in 1994 should be‘pasitive, but

" theindexes should grow:less'than they have in 1993

Governments endrng atall levels consmutes =

‘especially Ger-

significant stimulus from-interest -

and "o Director, Cevter for E.,or’orremc M c/
“Res “,Ind/ana Un/versrty School of. Busmess

- ‘Accounts show that
~ much more: robuﬁ

, mcome.growth was
~ 'sumer‘expe‘nditure”

< ments: for example, ncreased by mor
5 rpar terms L

at a—3 5% rate over

- income growth of only2 L
' than usua!'fractioniof f




consUm‘er spen’o‘in ‘to-slow-duringthesnext year.

k~durable goods markets that have been strongest this

'Nonressdenhai Investmem

- Thethree:components of: nonresxdentlal mvestme t

'spendmg are mvestment in busmess eqmpmem

“aecline’in equxpment prices. Led by computer pnce
declines. ‘average prices for busines
clined by 4%:in the jatestfour-quarters. We expect
interest rates to remain low but not decline further,
and e expectiequipment-pricesito decline:againin .

1994, though at a'slower rate than in 1993 As are-

< sult; we-expect real investmentiniequipment to grow
at-about'a 7% ratein 1994, slowerthan i int 993 but
still:a:very strong:performance:
Gonstant:dollarinvestmentin structures mciudes
factories; office buildings: retail space; oil field struc-
“tures; and awvariety.of other bu:ldm types: Spendmo
on these types:C structures peaked at$197pillion in

* 19851t the height ofthe 1980s Speculative boom .and

declined'almost-cantinuously:unti late 1992: Durmg

the four quarters ending in September 1993, constant

dotiar ihvestme‘nt‘?in Structgre~ ,
still remain‘ed mO‘re“tha 20%

. ‘growth ininvestment
‘ very s!ow Among the

YESIdemlal mvestment accounitfor, almost«BO;
GDP. Qur: forecast shows’ moderate:growth't
sumer spendmg centintied rapid growth fd

,‘ment in equipment. andiittle bring growth fo

tory mvestmen’ and investmentiin structures

: Je;frey D Fisher

Assoc:ate Professo. of F/nance and Rea/ E
..Director; Center for Real Estate Studies, /nd/a‘a
; Un/verSIty Schoo/ of Busmess o

risen much in recent years have resu!t
increases'in home starts since
we are well below the levels'of housing cor
experiencediduring the 1970s.

i Housma starts are currentiy running

would be up 23% fro

, (Housmg star’[s peaked,

o durmg 1994 should incredse: toa levelo
-4 370 000 units up shghﬂy from'the estimat d num— ’




The increase in housing starts is due primarily to

- increases in‘singlesfamily: ativity -Th|s increase has to
‘some extent been atthe expense: ifamily con- ;
struchon The outloox for market rate: rental construc--

-gageinterest rates have hie ped ove'people out of:
: rental housmg and mto home ownershup This fas..

st that'reiristated on'd permanent basis the:
- programofiax creditsforinvestors-nnew rental ‘
-+ housingiforlow- income-households: This program
-, accounted-for nearly haif:of ah mulhfamxly renta{ umts .
built in 1992. :

There are differences of opinion-as 1o the fonger-
 term outlook for housing starts. Because the “baby
©_boom”™ generation:is-aging, there will continue to be

- fewer people in‘the 25-t0-34 age/group, which has

= traditionally been-thelargest source of first-time

= homeowngrs: The size of this-age groupinindianais:
- expected to decline by about 10% over the nextten
- years; The-effectof the'déctine in‘housingidemand.
- fromithis age groun; however, may be oftset by an
“increase in-the demand from the 35:10-64 -age group.
The size of this'agergroup'is expected o increase by
- 16% over the nextiten years, and although:many-of:
- themualready.own:a:home; trade:up-activity from:this
e groupis expected 1o conhnue as the economlc recsv-
_ ery takes hold. : ;
g Housing: starts in the Mldwest should conhnue
“to-outperform-the'rest of the nation:because: the 'Mid-
west did’not:suffer fromithe price: apprecuahon and
" ‘speculative hurldmg in:the 19805 that-occurred:in
“'othierparts of the country- About haif of alkstarts in '
the Midwest tendto-be " ‘Spechomes, versus about
" two thirds in the rest.of the nation.
‘ Sales of existing homes rose t0a seasonaily ‘
‘ ;adjusted rate 0f:3:9 million in'Septetber—the second -
- highest levelin 14/years—as:buyersin droves took
 advantage of theilow mortgage interest rates. Sales of‘
_existing homes reached a-rate of 4.04 million last

December; the previous:peak of 4.09 raillion-was back .

“in'May 1979: The rate far the first nine months of- ‘
1993 was 7% higher than the same: perlod the year e

. before.

Home prices m Indtana have been nsmg slowly

but steadily in recent years, and this trend:is projected .

to:continue through: 1894, We'expect theprice-to rise

©faster thar the rate of inflation. The'median home:
_pricein.Indiana was $75:500- durmg the'second guar-
. ter of 1993, compared With'$106,500 for the nation.

+ ‘i This gap:gives home-prices in'|ridiana much room for |
. growth relahve 1o the rest or “he natmn




The lack of a strong spendmg rnotlve has kept
‘ thelped move fong: and short-term’

e‘economic framewaorkilaid out above the

Creases orby cutting taxes
- However ﬂscal man‘euverabillty;is" a‘mstrung'by

- ,large increases
intaxes thatwoll rgeric
those sorts:of actions would iprobably:be cosinter-

-spendingimpetusiniplace:atthe'moment. Therefore
“'theradministration'is concentrating its éfforts on re
- duging the deficit:and establishing major reforms it -
- believeswill-haveslong-term positive ibenefits. © -
e “LastAugust Congress passed aversion.of the:
Clinton administration's budget proposal: The pack
©ageisidesigned torediicethe governme'lt budget:
. “deficitby close 10:$500 billion: overthe next five
- years. Inthe process, the: admmlstratron was forced:
~to-reduce-planned expenditureston: some- programs
.- proposed:during.the 1992 presidential campaign..
Meaniwhile; corporate:andipersonal tax rates (on
individuals-and families: with higher incomes) were.
raisediand a-4¢:per galfon-gasoline tax wasimposed.
- The health care task force is laboring on proposed
Ieglslatlon that would mandate universal coverage anid
rease governm‘ent regulation in the ways in which

fGro t 0 MoneyAggregates :

translate these favorable condi-
ctivitybusinesses and consum=- =«

reoeral government ight be able‘to baast demand by ‘j“

o pro‘du‘ctivétbecaUséklarger"de'fic,itS» ildtend'to pnsh' .
up:long-term-interest rates, thus:eliminating the only.

: much overthe last

; spendlng hdsbee

. cal costs (Medica

‘ over, the vast malont

in that area must be accompanmu y some

reform that alters the way-in: which:bengfic
qualify. for payments: Therefore successtul reduction
ofthe budqet deficit requires the sutcessfil lmple- ;

- mentation ot both health care reform and weh“

reform ~
The outlook forflscal snmu.us in 1994 ‘fhen is

: health care costs is settled the delay coul k

costly in terms ot new ob creatlon

: Monetary Pollcy

the low rnterest rate’environme
opportunny cost of keeplng i

look for: monetary pollcy like
is for nttle change As long




e o called G? ‘couniries—the:
Growth Rates ,'fBankAssets : Lol e groupmg-oniyJapan and.

F‘acmc Basm countries.
N 1990 the Unitec
 thatJasted through pa

Westem Eumpe shd into:hard: t:mes in1991; an
Japan in1992. :

o ‘substannally Moreuver aithough the employment
/. “numbers have beenimproving, unemployment is still
-relatively high. If those numbers continue to show. i+

lackluster-growth: the Fediwill be reluctant to clamp:
‘down However; short=term: ratés can:go porlower ;
under the current inflationary scenario, because they implacattons ‘“ mid- Sep
are aiready close to zero in realterms. Itis alsoun- Lurrency orisis, tne regu;t
‘ Izkety that long <term rates willfal n much further. ad;u’stmen‘ts by some coul

ﬂuctu«;ﬂm Neither of ihese two countrles
tumed to.the sys’iem

'Ehe Imematmna!

 Growthin Wonu Bumut 1975 1983

"19/5 89 1990
v Mmhele Frahanm b i Countries 28 21
‘ng:AmOfo FauultyFella-vand ProfessorofBusmecs St soohoape s 48
Econgmics and Public Do/;cy Ind;ana Umvers‘ o rmany. E
SchooloiBusmesc o - e e e 2a gf
. Ecdno‘mic growth around'the worid is clearly belovs ‘ L e ey gg i
e . trend grawth, mastly because of lacklusterperfor B e
"+ mance in the industrialized countrigs (see the Table}. i Ghaiosn ,,  ;7 ,
. Over 1975-89, output of goods-and services grew at PLT e e s
. ran average annuatrate 0%.3'5% in'the world. Indus-
“trial countries, which account for-the lion’s share of
‘,wmld output grew at an average cf 2 8%. G‘ the so

Souree:] ematzonalfvionetaryf-'urd !




?«1 the end of August 1993 there

was a-second.
ench‘franc The

wo currency ‘crises: provided-the lmpetus i :
for.a more expansionary:poticy i WesterniEurope, =

Sh’o‘rt‘—“;je‘ln’d:‘Io‘r‘i‘g-te(r

S recovery. Germany France

i , icyxa‘ctions?t‘o‘fcountera‘ct the
eﬁects of‘recession.
Japanis undergomg its: worst economsc perfor-

‘ ingian apprecadtmg ven. declining autput growth rates :
inthe: rest of the world and‘t ressures on t‘ne icountry -

incometax ratesin: 993: followed by higher eon-.

sumption tax rates a year from now. T

packageis estimatediatraround $100 bitlion. In'the

.- meantime,.Japdnese firmsare investing: neavny in the

. “booming” Pacific Basin countries. The latter, how-
~ever;are/growing at 1:2% below 1992,

. Inflationrates inthe-industrial countries remain o
at hismncaliy low levels/(below 3%} Inflation rates in

£S:have bsen:booming in antici-

~ products and services ‘that hith
“fo protectlon '

' »Fnrecast ; ' e
~ Beginning with 1989 us ?rade dnd current- account
. balances’ have been i improving'markedly in response
/1o the declining value of the h:S g
_change marketsiand lower econom)c growth:in'the:

dollarinidhe exs’

U.S. relative'to that of' artners. This trend: V

Sesms to have stopped in second uarter 1992 when

 US.net exports of goo

by $25 billion—from:a

"in 199310 -$100 hillion

Astothe value of

the dolfar relative to the tw
man mark and the Japanes

- the-developing world: whichhave'beer mueh higher: ‘

historically. are coming dowi. In‘the fast “growing.
Asiancountries; inflation-averages approxmate!y 7%
Nominal:and: rea! rates.of interast are daclining, re-

‘ : ﬂectmg il partthe'more expansive monetary pohcses :

- of the industrial coun’mes and in‘part the-low infla-

'nonary environiment It isshard to imaginga return te i

the negative real rates of interest of the 1970s.. The
rise in'the/global:demand for capitaliand the drain‘an
the world'saving poolcaused by large-government
deﬁcns suggest that real rates of mterest cannot d
clingina secularway. o
o There aretwo important mternational agree;

~ ments that will affect the futare international frade
_environment: NAFTA-and the Uruguay Bound. A'dec
.+ slgiton the latter, whichhas yet to-iake place as of
- this writing, is far more important from-a global per-

should this coritinue in
wnuid be partly bhinted

-~ trend continue, the yen deprecxanon felanve ;

dnllar wn be smaller
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Professar of F/nance and D/rector Alumnl Prog ms, |
/ﬁd/ana Umversn‘y School of Busmess

Our overall mrecast forthe economv is for grom 0

~ be slightly lessin 1994 than‘it was'in 1993 .In'tune

“with this sluggish economy, weare predicting that
corporate earnings as described: by: the S&P 500 will.
be growing-at-ailower rate in. 1994:thanthey did i
1993} when operating profits ot the S&P 500 gx:

~panded by 8-9%, For 1994, we're fooking for an
bansion attherate of 6-8%: As:in'the previous few,
- years, this profit expansion will be primarily a resuit

~ ofcost cutting-and & continuing decline in interest

©-expenses as oppesed o a srgnmcant expansxon of

revenue.
o Itis important to remember that there isa srg

nmcant difference between reported earnings and:

what we-call operating: earmngs Reported eammgs

+are operating earnings less wiiteoffs; Ard in recent

. vears; writeoffs have been quite large. The reasons

~dre-many and varied; someare the result of changes

in accepted-accounting rules. The fatest and most

- significant.change is the way a company accounts fo

its future liabilities to retired workers. This accounting

ruling. known as FASB 106, requires companies to
- take'a charge against current-earnings in order to
recogmze their future liability 1o retired- workers no
instead of on a cash basrs wherr ihe beneﬁts are acty
ally pard :
Other writeoffs are drrven by the desrre .of corpa
ratlons to clean up theirbalarice sheets by wntmg
*down the valie.of old and underperformmg asset
-Thereis-a large preponderdnce of research, both '
' academlc and Wall Street. indicating that the market
‘ 'nghtly discounts these. writeoffs as:d correction of
past performance and that'the proper measure of
- earnings:to look at when evaltating stocks i is the =
‘ operatrng earnings before the writeoffs. Onan S&P
.500 share basis. the writecffs:have been as high as
-§6.28'in 1991 and-are expected 1o be in.the $5.plus.
“range for 1993, down.to around'$2.50 for 1994; and
“anybody’s guess for 1995 ‘ \
Dividends thallag-earnings and cash ﬂsw b

. bégm to respond, but'slowly. Dividend growth.in 1991'

--and 1992 was inthe vicinity of-only 1% on the S&
: 500 in 1993 the growth-was only 3- 4%.We're ex-
pecting the dividend growth 0 expa':d a little bit

for both corporat

_ tant to realize tha
11994i5 ot the pi
a ﬂattemng of the

: ‘passrbiy longer asg tney pr

- Interest rates as of the:

, chaﬁnge‘s‘in the int‘erest rate Structure ove

year wrth the shor‘( rates commg up very !

fora contmumg erosion‘of rates atthel

toa numberof factors. First, there shou

iess competrtnon from mgh rates abroad

11995

S&P 500
Operarmg Eammgs Dlwdends;

12 20

5 Yields to Maturity

! Forecast Yiele
October 1993 « Qctober:f




. trnue to-be reduced lf our predrctron for what wil
happen:to long=term interestrates is correct then the
‘return o holding: 30-year bonds forthe next year
snould beatotalof'about 10%: <
" Qur-forecast calling fora sirght declme inthe:

growth ofthe’economy and subseqiiently slow. =
. growthin‘earnings-should meanithere wiil'be a cor—

- rection inthe stock market Biit-with'the: timing'of
_stich a correction-and the'difficulty of getting in and

‘outatthe-appro riate times, it is mostlikely'i impru--

~dent:-for long=tetmrinvestors:to'try.and reduce their

“exposure to the'market orthe basis of this correction.

i ourlongsrlookat 1995'is redsonably ‘correct: then +

- we'would expect-the miarket to be closeito or slightly &
" ahoveits current levels aivear frominow. This:wouid

~provide a retun of«approximately~4=6%: but the mar-
- gin‘oferror for one-year predictions on-the stock

‘marketis quite large. The'risk to'thedong-term inves-

= tor‘of abandoning-equitigs with'therhope:of buying:.
. them:back at:a'lower price is-higher than the reward

kk '; of success. Any ¢orrection sheuid be limited to no: .
- morethan 10-15% by the very’
. -continue.to moveiinto iong-dated'financial assets. The -

 stock market should continue to attract a farge vol-
- ume:of funds, because the individual hodseholds’

o exposureto equities is still-fess than hisiorical nors..
~ Short-term speculators might find it worthwhile
,to redur;e their exposure to equity-and speculate on: .

- the bond market doing.as well-as we're forecasting. I‘t‘

. Isimportant fo remember. as we lock at the interest
currently avarlable thar aver the Iong term thes

leveiof funds that

term money market instruments.
: equ‘ities‘—thayt the fong:terniinvestoris-best
i by staying in equities as opp’o‘séd Lo t'rying

écoromv that will siow a fitt

: ~',earn|ngs will most Ilkely drsa

. rise to a stock market correctron ‘at some point durmgi k
the vear.The weak economy and lack ofinflation

should also allow Iong-term rates to dsclinea !mle bit’

~long-term rates is behmd us; Lookmg

isolated event, the best return will mos
the bond market. But for the t

L uls stocks still dppear to be worth reta
shart- term speculatorican either switc!

bonds or stay in the money. markets-ang

'targets of oppor’rumtj in-boi the bond a'rdos*ock




A Review of Recession, Recovery, and Expansion

he latest detaﬂed data avallable for the econom; :decllne was more severe inth na ‘on:tha il

- position 1o accelera
.= Therscovery wa
' quarterbeforé it-endei

( he first: quaner of that.
year,-which would suggest thatwe wentinto the re- -
-cession:earlier- Butitis:easier toignore such:details.
- since no-one would recogmze a Hoosier:led reces- iy }
sxon) S 3T rectly fmm the bmtom of the fecessiondin first.qua
- After reachmg the bottom in first quarte“ 1991 1991 (see Flgure 2) i
. and bumpingalong there for twormore quarters,. indi=-
" ana‘begantodiverge fronythe nation:in fourth quarfer
© 1991 Then. ‘until the'middle 0f 1992 indiana-out-.
- paced:ithe national recovery:Bath Indiana-andithe
. nation show:a spike:in-fotrth-quarter 1992 whena
‘considerable:amolintiofincomaiwas taken in‘anticipa- - ; ‘ ; ,
‘tion ot the 1993 incometaxinctease. This'behaviar.. - - Dther government transfe
also accounts forthe-apparent decline in personal: 0 3 continued to add'torincom
i mcome dumg f:rstquaner1993 lhe fact lhatthls , sian andthe recovery. Thesé*paymems,'lérgely;fori

. Fi:gu‘rez,'
i Net Earnings.

e B EIE

—T—T T T T ' —Tr 1T x
1020 03074010 20 : 30, 3Q 40 1Q 2Q:3Q 40 10 :
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quarter 1992 the nation cantmue
,half year. By m!dyear1993.- :

n Figures 7 through 10 shows where !nd:ana gt
o ts nesghbors and:the nation-stodd:in second-quart

1993 compared wdh the previous peak threewear
earlier. Farim earnings are-worse in Indiana than.in our

T T VVIV_»'I’,‘I o | = ' ; '
220..30:40::10 .20 30" 40 10" 20 . S el nelghbonng states. Our-decline in: mmmg Was ex
S 9191 91 92 92 92 92 93 93 S ... ceeded by thatm Kentucky. while our gains in'c

i o o ;struct;on were 'nsurpassed inthis companson (see

OuanerNear TR R : . :
e L _Flgure/)*'

ledends !hterés kand Rent‘

Jther: Governmem Transters :

L ey e g

indiana’
u.s.

300 0 30 40 10 20
29191 92 2092 92/ 19383

Quar‘er




; Durabio gaodc manufacwnng srz Indiana ha
. seen an advance, while elsewhere declines are the
- rule {see Figure 8). At the same time. we have failed
- {oregain ourprevious peak in nondurable manufac
- turing as well a5 in fransportation-and public utiliti
althiough the nation shows gains in both areas.
. Indiana has outperformed the nation in each af
. the four industries of Figre 9;Finance. insurance
'and real estate has been a particularly strong secto
. In the government secior {see Figure 10}, federal
‘earnings continue 1o rise across the nation

‘ 'but mtm our region. Four of the five states are below

their second quarter, 1990 levels. Indiana has:dors
© particularly well in federal wthan 2aMings 15.8%

This should %ranaiate mto an: mcrease of 1.

. nersonaé meome: Retail trade and’ semces‘
- tinge, to lead the employment growth, with no gains

%par‘iod in maamacmnng employment asia result of
weak expsr‘ts and a te'npewng of consumer spendmg

:,Percent Change in Reai Persuna% lmmme U Su, mdiana and N’ ghbnrmg Slates

: Recessmn .

ndiang:

Pemem Change in Rea§ Eammgs ZQQH 2Q93 Farmmg Mmmg and Cunstwctmn
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L intfana .

' Wlichig
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f ;_{manap?gﬁs |

: Ruber& i(wk

z meessor of Emmmms m 215 Un V“'ES
. ,,U ersr*y af "ndrarianahs

! ‘E'fwmymam n 199& for the Indianapolis metrag

‘area is expacted {o increase 1 251, 35/’3 Ind

. expecied to be major contributors to employment

withare transportation serviess:(United
nance Cemten whml!es&ﬂe md mml‘ ﬁra

, ndnanam"uss rellz:
- ment and central |

Chicago
Cmcnnnm

- CEaSHS Of

Tahie ‘K scmsaras ndzanapahss perfermance i

“that uhl& empl @ymem @mm‘l h'ate in tms andustry
locally wnlidmmsh Cincinnati'and St. boul expﬂn-f '
, enced cuthacks nasrospace, while'St. Lo

aﬁameﬁ‘ a‘uzamotwe?maustw ‘r'ed uctions faslw'ekl}

ﬁemugmphiﬁs ant Ecam}mms , :
The changing age distribution ol t the popuiatmn pm«
vides a framework for analyzing economic ch nge
Table 2 shows perceniage changesin the: popuiatmn
from 1980 to 1990 by.age group-dor the U S and the
naamv“m s matropchtan arza, ;
kﬁ@mﬂ plrchases by the Baby Boemare (by and
age groupy have stimulated the hous-
Lnstw,“ndizramﬁis ‘has had two very good

‘housing vears. Based on the nataonai forec* t of1 no.

r“anm uptum

i mcmmnans




= purchasing power. firms are giving increasing atte
Lo tion fo new pmdum deve npmem for thls 3ge group.

. Restmstmmg e
- Indianapolis industries have had m make ad;usimems

 intheface of changing market conditions. These.

+ ¢ industries include transportation:equipment (Allison
- Transmission and ‘Allison Gas Turbine}, drugs (Eli
Lilly}. and air transportation (USAIF). For manyem
- ployees, the adjustment has beenin the fmm of Parlv '
' 'rewememz for others: layoffs. :
: Asthe: price’of iabor'bas increased rel!atwe to
: rapttai, capital bas been-substifuted for labor and.

- Increased the productivity oflabor Where have the
gains from productivity gone? Frequently, they have
been used fo finance higher health insurance premi-

ums; leaving little for increasesiin nominabwages and

- salaries. When adjusted for inflation. these nominal
. Incréaseshave become decieases in purchasing .
powerforworkers in some ingustries. One benefit of

healinicare reform ‘may be that by reducing the rate of -

© growthin insurance premiums: more of the broduc-
tivity'gain will be avaiiable for retsined-earnings, divi
-+ .dend payouts, amﬁ increases in rean .nages and saﬁ
Ties, '
5 :The market mr hea th services dpﬁers fmms ather

- markets. There is uncertainty in the'sense that no one.

‘ cai predict the cutcome from any given procedurs or
treatment-—giving rise tc "best treatment'of the da
- which in turn gives rise to problems of expenditure
control. Because individuals are directly responsibl
- for only a fraction of the costs of hiegalth care, they
- extend the level of demand beyond the pomt atwhich
| v_the1 acditional benetit equals the additional cost, T)
is extensive government coatrol ewer prnms gqua
kamﬁ entry to the market: :
- The Indianapolis heaith care: mdus;r‘y vas a
m;m sourge of employment growth in the 1980
However, efforts to contain costs hrough, forex-
ample. limits on Medicare and Wedicaid reimburse-
- ment have created incentives for delivery of cervuces
* - through outpaticnt facilities and for hospitals to co
. erate in the acauisition and use of expersive equig
. ment: Althoogh the congressionalidebate onthe

. Clintor bealth care reform has jtsst begun. | ndiianapo o

lis employers. insurers, and providers ars hpgimmg
to f@yrm aihamces m dcaﬁ with msts arud aceess.

Smh!s and Smmds S ‘
- In March 1894, residents will begin seeing me ms* !
United Airlines 737s to arrive at United's mmampaws
- Maintenance Center for seat chacks: By the end of the
vear. about 1.000 people are expecied to be emp%@;ed
at the Center in heavy maintenance awvr‘éfea ,
. Meznwhiis, downtown one will see and i hear the
ongoing construction of the Gsm!e Centre Malt—4

f’stadmm'fﬂrthe indianapolis
‘team-could draw s:gmficam'

: mvestments dowmown

; Gov&mmem

Federal, state, a'td local’ gcvemment toget”mr cansn—
tute'a major employer in‘Indianapolis: This.govern:

‘ment sector (with the exception of metropolitan area

schgois) is not expec ted 10 bea source-of employ-

«ment growt’l infact: the City'of Indranapohs has

reduced its paymll Through a regulatory stiidy cofn~

 mission, the city is attempting to rédice-its’ regu!atory

burden. itis making a'major contribtition to thelocal

economy i ﬁrou"h a mu!tlmi!homdollar infrastructure’-
_improvement:program with a'focus on ne|ghbor-~
-hoads. This programiwillbe financed'by user feesrand:
restriciuring of the city's debtservice reqis

There is'to be no increase i the property tax burden

for devtservice. Privatization:of the wastewater treat-

- ment facility is expected to save dollars and allow

hose dollars to-be used for necded SEWET sm‘rastruc— -

: turﬁ zmpmv&mems

: Differerces in progerty tax rates between Marlon

‘,Loum" (espema y Center Township) and surroundmg
_counties are a.concern for maintaining the economic

iability of the central city. The Minngapolis-

‘metropelitan area responded to-this cencern

apingfax—base sharing ‘i‘n‘the 19705. Th’er,e‘ ,

o ments wnhm a metronohtan aread for new

ent, and (2) to reduce mequmes am

For the pumoses of economic anal /s
napo! s is considersd-a largeilabor market

' ‘govemnpmai context thistabor marketis

ity rat hem an pecp!e prosppn ‘

iocal gcwemment mwhich:{1)
ystcn"s respcnd o the dlﬁere




Fort. Wayne Area Paymll,

. Dlrector Commumty Research Inst/tute and Assocr
. ate Professor of Business and Fconomics, Indian.

Umversrty Purdue Umversﬁy at Fon Wayne

' k(‘ruc;a to an mformed forecast is an accurate det
“mination of the current stafe of the area economy
: Usmg employment data as-a proxy of current eco

worm.-activity has become highly suspect. the bench
mark revision 1o area employment in March 1992

eliminated 5.000-jobs.’ The March 1993 benchmark
revision added 5:000 jobs. Changes of this magnitude
- on an employment base. of approximately.200.000

render the data series useless in signaling trend
_The Figure-shows employment and industria

. ,use of electricity on the-same chart: The glectricit

. data series suggests consistent grovth in the loc

~_economy since March 1991, the end of the national
recession: (The advaniage of the electncaty data Seri

s that itis not subject to rewsuon } -
The convergence of the two data series s ‘ggest
her {15 the most recent portion of the employ-

ploykmen‘l and Industrial Use of Electricity

_,' ment data senes lslncorrectagaln or(2) .employ‘
ment slack leftover from the'1990-91 recessionhas™
‘ been largelv ellmlnated thus fiittire: gams in produc

toris the one» component of area employment most

ikely to grow in 1994. Area defense-relatéd employ

- ment will continue to'shrink as a result 'of the contin=
“ued downsmng by the Departinent of Defense.:

ecent. purchasers of local Magravox operaticns, the

- Garlyle Group have indicated a desire to convertlocal
~operations to non-deferise related produc‘uon how=:"
- everthis is easier said than done.

¢ Thearea health careindustry is likely to be Z :
urce of employment weakness in 1994 rather than

- the source of significant growth:to.which we have
' become accustomed. The.industry will be respendi ng
) rnarket forces, ‘'suchas group’ purchasmg ‘that'ar

lmally begmmng to exert 1hemselves as well as the B

i of substantlal employment ga ns between 1987 an
\ ,1091 (aslndlcated by state data) isalso Ilke 1o be

81

Jan:

dan
82

S 'ebs Tron’ the moltlpller effe
g swamp oredlmed employm n




the analysisis statrc The dynamlcs surroundmg the
last:major plant closure resulted in Jtrading.in® a -

- technologically obsolete 19207s style {IH) heavy-duty
. truck-assembly plant for.a technologrcally worid cla
f 1985 (GM) Light- truck assembly plant

o 1% The most recent empioyym‘ent'data aré:baseoyon
:'sample. The data are revised each March based on quarterly -~

. ‘old stnke in the coal ’mdustry so/far has had Irﬁle

dvnrse effect on the argaeconomy.
+1n1993. the manuracturmg sector showed

J:(‘epTIOﬂai strength by posting 6.7% growth—tn best

earsince. 1984 Area employmentin this secto

‘ganto risedn 1992 and 1993, a reversein the trengd
“smce 1978 Electric consumption by the manufac‘rur—
ing sector rose 5.8%. in the first three quarter

1993 The financial sector expanded 6.5% this’
Low mterest rates stimulated bank loans:and deposrts»

nfy'fby about 20%, while finangial emproyment grew by:

5.4%. Construction activities in-residential-and-busk

. ness structures rose in the first three quarters of this
year. with 800 more workers added.

The vieakest sector in:1993was tra'lspor’[atron
ith the number of air passengers dropping 12%in-
he first three quarters However. bther modes of

‘transportatron rmproved sllghtly by:adding 20 ‘more
lworkers ‘Thus.area cployment still rose asa result

£ ) more actlvltles in. most sectors; the growth rate

. ',Professor of Econom:c Umversr[y of Evan

Followrng a moderate g'owth 0f2.8%:in 1992, *he
Evansvilie ecanomy has grown atan estrmated 4. 2°
-rate +in 1993 (see the Tahle). The !eadmg sectorc ar
' manufartunng construr‘tron -and finance. The trade
~and sprvrce sector and area employment have i m- -
‘proved from their 1992 pen‘orma”ﬂc The si month-

: Evansw!le Area Busmess !ndex (1977 108) ‘

conomv wm contmue to gro

o 1994 at aroundyd 5% or better. In contrast, the na-.
. ional economy s pro'ected to.grow at.2.8%::an ‘the
E tru.ana economy ar a. srmrlar moderate rate:

! Iv'lanufacturmg and construction sectors will
contmue to-fead the area growth. The trade:andiser-
vices ‘and transportanon sectors are expected to wax

Gt L Construction
- Quarterly: =
301992
S 4R1992 ¢

101993 -

«Jransportation

10975
,1105:60
104.84
© 0440
10870




stronger in the coming year. Thus. 1994 will be a.

. better year than 1993, with overall growth in employ-
ment.and-incomes: Unemployment ratesishould fali to:-

~ k-beioW‘G% if the-fabor force:does not'surge abruptly. -
- Thenational trend of rising demand for durable
-goods-and revived mantifacturing production will-be .

" reflected fully in this-area The weak spots are declin

ing-aluminum prices and-uncertain impacts of health -

" .care refarm-onfocal pharmaceutical products: invigo-

- rated retail activities in‘the nationalas welt-as the tocal
ecanomy will expand the retail employmient. The o

*service sectors, especidlly medical serviees, will con-

tinue to grow in 1994 Most'sectors:are prorected to
| grow at 3% or higher, Area employment mayadd up

: 104,500 jobs. bringing the ungmpleyment rate dew

: 1o under 6%. Therefore, we expect a solid growth
- trend for the coming year and probably for a few
more years o come. :

N ehw?es»rrnmajna

Leslle P. Smger wrth assrstance from E !_ Smlt‘ : k

kProfessorof £conomics, lndiana Unrver o
florthwesi ‘ABA sz‘adent IUN

urmg rhe rast quarter of 1992 several revrsrons of
employment data-were made by the'Indiana Depan-
. ment of Work Force Development, in-cooperation w
the U.S: Department of Labor. These revisions mak
~ difficuft toestablish precise secitlartrends in fabor
- ‘and payroll data (see Northwest Indiana Business
. Conditions, Mo. 4, for an explanation). With the fore

~ going caveats in mind, we oh‘er the feilcwmg ana:ysrs

e and forecast.

Second-and Third Quarters 1993 e
- The 1993 data indicate that the manufacturing sector
and, in:particular stesl-are gradually gaining employ-

menton a monthly basis. These gains are fargely due

1o the uptickin'the automobile replacement gvcle and

to'a lesser dégres, to the rise innew hame censiruc- -

fﬂen buoyed by:historically low:mortgdge rates. Out
-+ siudies of the northwestiindiana economy show that
. ~purchases offlat-rolled steel by the 2uto makers ac-.

count for more than-80%:af the vanatron in Er}r:a stee! :

produc’uen and.sales. .= :
The official labor data for secend quarter 1993

* “show a1,300-job loss in steel employment compar

to second guarter 1992, and a 1.600-jcb shortfalli

manur’acturmg for‘third quader 1993. 'Our 12einpnth‘

sprte of the g!obal rScover
“facturing’ empleyment?”ho

to persist well into 19

. gains in-locat hiring: and re- entry

Oﬁlcrai estrmates reported a defrcrt of 3 200 ;obs

quar‘er 1993 and'a defrcr* 0f6.000 at’ the.
third qudrter Most of these jobs were! ro'”

quarter 1993 had 5; 400 fewer employees than the
same quarter in 1992. Again, our smaothing func-
tions show that the’ reported job 'osses mrght have
beerr exaggerated. :

*~In the'service sectar the growth cycle has
slowed down. except-for retail trade. which  Showed

: yanmcrease of 1,300:jobs in-second quarter:1993: Th
retail sector will continue to-add jobs through mes’r 0
1994 The pace will'diminish’ later in the'year, 4sitem=

;porary satura’uon rs reached rn eastem Lake and Po

 the servrce sector.
To analyze rntersectoral ;ob ﬂreat

mary metals varies from 435t 45 atf ‘

hourly wage 0f$19t0 820 for NoNsuUpervis

ployees ' :
o Thus, an ave'age ;eb Eost i s

: educes the weekiy payrol! by about 3885 1

' ,"retaeimg witl add on!y 82001
‘recoup only about: 239, of thelp

ing payroll. The lowest'gain$ per jo

kand drmkmg piaces where average

are narrow i negatrve il sn-te of Some g

U'ﬂb of jobs.




'Wages and Loss of. Manufacturmg Jobs
We noted'in the Summer 1993 /BR that most of th
“jobosses in focal steel were not:due to lowerout= -
put—thatis, to'the'drop in the demand for steel due
to'the'recession==but rather o' rises'in- productivity
brought about by substitition ofi capital for labor
Namely, as both naminal and real stee wages rise
. bécomesprofitablesto modernize plants. We tested:
.this‘hypothesis on the basis of quarterly data from al
13Indiana MSAs. -
: Atthe hypmhesrs were corrert then erther the
L _average wageinmanufactiring:or the'highest hourly
- wage would'explain-gaing orlosses in anufacturing
- jobs: Otherthings beingequal, high-wage MSAs
" would-lose jobs:and lowerwage: ‘MSAswould gain_ -
- jobs:(orfose fewer jobs). Weused-averageweekly
» ~hours:ang:growthiin average weekly-hours as a proxy:.

. hoJrIy Wage nqes above the

turing wage. 296 jobs-are lost
. substitution of capital for:
~and-historically Jowinter

upswing rn steel output in dddition;inroa
tric furnace: producers gontinueto squeeze: out BOP
producnon In-first dudrtér 1992 electrics furnace

. fordemand Tor output; thatis, ifaverage wnekly ,,
< -hours were rising over:a 12-moith'span.or were.

-above 40 hours, this would rndlca’re market pres

{mini- mr!l) productron was 37.2% of total: steel out-‘
put ayear later:it stoodiat 41:6%, with no: end in
sight'to its encroachient upomthe rradmonal mar=

0 mcrease output, ‘
- We foundastrong correlatlon betrveen hrgh
iy wage MSAs and'loss of manifacturing;jobs and
- lower-wage MSAs and gains in employment. Qwing
- the fact that-monetary and-fiscal policy-and other.. .
* economic conditions affected alf indiaria MSAs about
. equally, relative wages-could be cansidered the princi-: .
' ‘palifdctor in determining bothiabsolute:and relative
~-annual-gains or losses in manufacturing employment.. -
*In-addition; historically low interest rates refative to
“the marginal-product of capital'will.continue to strmu~
* late capital well into 1994 and1 1995; and may ad-

kets of integrated steel: .
. There area number of nosmves m the short il

t0.rise: above seven m‘illio‘n units; ’tr‘uoks
' proach srx mrlhon Home apphance sa!e

tons in 19‘34 ln snlte of these strmuh loc steel wrll
Iose 450 o 500 in 1994 85.

L 1versely affect manufacturing employment in such-

igh-wage industries as steel and chemical

k Tables 1and?2 cummanze seasonally ad;usted er
= plovmem and pay yroll forerasts and annuahze

Northwest lnmana Empl oyn‘ent and Payro!i Forecasts rSeasonal y Ad;usied)

TotalEmployme
'Manuracturrng
Nonma'rufactunng
Steel 7t
Non:Steel

“EhGonstruction

“Trade -7
Services
Health

: ‘ch’ernment

Educatron

A plus srgn in reberchmarklng means; rhar data were overstared; a mmus s:gn

' Prorecteo Percentage Correctrons PC.y
- Forecast: = Tk o
PO
+43.90
-0.50
+6.40 "
041
003
2230
Sox340
5780
185
-2 70
170

Employment
9 599

eans data viere undersrétedf




2199419

a2 ds1

- nal wages for Nonhwest lndrana H hirghts of the :
area forecast are: :

“eThe Indlana Department of Er“ployment and..
Trarnlr'g has downsized employment totals by. 9. 599
: ]ObS and rionmanufacturing-jobs by 12.218. .+

: = The Indiana economy-will grow ata somewhat
reduced rate in 1994; with manufactiring job !osses
dueto productrvrty outstnppmg increases-in output.

= Most of the rise.in output will be handled; by
overtrme Weekly hours m steel are near an aH time

Gl We are predrctrng a srgmfrcant rlse in the n
nal payroll that will stimulate local retail business;
services, and residential construction: All three sec-
tors will show higher profitsiin 1994-95.-
et is possible that:both the: psychologrea! and -

the real effects of the passage:of NAFTA will affect our
: manufacturmg forecasts. Thus it is concervab!e that
‘both steef and-other manufacturing emplOyment will

How.a srnall‘gam of jobs instead of a smalf loss

Semh Bend/Mrehawaka—
Eikhar&/@esnen |

“Professor of Econom/cs and Director. Bureau 0
‘Business.and Econom/c Research /nd/ana U
South Bend

hrs year end assessment ofthe economlc condr
of the South Bend/Mishawaka and Elkhart/Goshen
ommunities is-based on-an aralysrs ofthe latest
available: economic indicators for the area tracked by

Indiana University South Bend' s.Bureau of Busmes< -

+.and Economrc Research (BBER) A !ook at the indic

—particularly *hose relati G 10 local fploy?, ‘

AngJSL 1993 On the other: hand it was: equally clear
that condmons were mixed-and that progress nas o
n agomzmgly slow: ‘ .
';The Table summarizes the various indicatars. of
ocaleconomic:activity compiled by the'BBER: These
gures are seasonally adjusted and. with the excep:
onofthe unemp!oyment rates and real estate data,
are mdex numbers: expressed: asa percentage of base
year 1986 values Itis noted that comparative indic
tors alang with percentage changes arg given for duly

’and August 1993 Torhightight'longer-term trends the

am frgures are also grven for August 1992

After reglstermg moderate gains in the overall em-
‘ployment fevel overthe prior.threg months, the' South
, Bend/Mrshawaka area experienced a-dec

of 0.:4%
August This decréase was powered prin palty:b

‘ ~seasonally adjusteddrop-of 1.7% in manmactunng
-employment. On a-year-toyear basis, the preture is:
.one.of moderate growth overall. A testamentto the
sluggish nature of the recovery in St Joseph County

is the fact that only:600 more people; wer employej
locally in August 1993 than in‘August: (

news:is thatall.of these jobs came int

ing-sector, which has been fit: hard by

‘recession-and thetrend toward a more s
_ented indusmal restructuring in recent: y

Other South Bend/Mishawaka are
were for the most-part quite positive.
dvemsmg index hasrisen steadily thro
ear, standmg 32.6% greater in-August
efo.e New:car dnd trick Tegistrations
ally overJuly, New housmg perniitsi
ed 10 show remarkabie strength; and

\number of-days that resaie hausing was

Only a dechne in energy sales/‘a

,seasonally adjusted index numbers

eclmes Even t‘rough 3 OOO ‘more neor

mployrnent standpornt the Elkhart County economy




~ has been adrift since the first of the year. The overall
1nonagricoltural employmentindex was only 0.
+-higher in-August than'it was in Deceriber1992—
again.a testament to the slow progress bemg made in
Michiana to recover from the latest recession.” -

With-respect to-the remaining Elkhart/Goshern
area‘indicators, the picture: closely mirrors thati

~nerghbormg St. Joseph County: The:help wanted
yadvemsmg index, which has been a relatively good
leading indicator. was:high. New car.and truck regi

trations-were up, with trick activity partrcularly vigor:

-0us. New and existing housing: indicators were quite

‘ posmve Energy sales and nonbusiness bankruptcres

were-the only negatrve postmgs in Augu

recovering and beginning t
steam.. Employment isitraditiona

“;Ouﬂook

Each month seems to: cowfrrm 1hat the economy is
£k p alittlemore
a Iaggmg mdrcator
and we are learning that gur prese ] ncei

n exception. In this recover

l been Anunusual-amount 6o
Sizing 1o boot so there‘tends® to'beableak

rifeel to
the recovery than. what we:have:cometo: expect
*Nevertheless: most signs,including the. index of

’ ‘leading economic mdrcators suggest we are moving:
inthe rrghtdlrectron We:feel that the pace will speed

up:in the first half.0f 1994:and that the Mrchrana area
! jil} share in that lmprovement :

Employment indicators .
Nonagricuttural
Manufacturing
Nonmanufacturmg
ne ployment Rate.
eip antedAdvemsrng?‘

l,ndustrral Electrrcrty Sales,
Commi cialGas Salgs. .

& and ElknarrTrorh

St JosepiiC

clude cities of Souih Bend.and Elkhart; Gas Sales incluge:St. Jaseph and Elxhart countre :
sioncomprises-Cass, Elkhart: Fulton. Kosciusko. La Porte, Marshall. Miami: Pulaski; StiJoseph, Srarke
ty; excluding cities of South Bend. Mrshawaka 0$ceola Wa/kerton and. New Car}/s/e Elkhart.County,

‘Wabash. counties.
/ drng cmes of Elkhart, Goshen Napoanee and M/'/ersburg




*Bﬁl’ojo?mlngtoh

Richard L. Pfister

Professor Emeritus of Businese Ccono'm/cse
Pub//c Polrcy /ndrana Un/versrty B/oom/ngto

‘ ,The Bloommgton lVlSA (Monroe County) experlence
relatively good-employment-growthin the-first nine.
 months 0f 1993. The 1993 monthly pﬂrcentage in-
- “credses over the.same‘maonth:a-year-ago have been
- greaterfor Bloomlngto‘n‘than'for‘the state.orthe'na-
~tion. Thys the local economy-Seems 0 -have devel-
Sl oped some momentum that, along with other indica
- tors; suggests that 1994:coujd be-anether relatively
‘good year; Thelocal economy:is; however, heavily -
- dependent upon national and state-developments.
‘Strong growth inBloomington cannot occur unless -
the nation and the state also grow at reasonably good
rates: Before consi denng 1994<in more detail. let us
vrew recent ttends in'the lccal’economy,
~From January through:September, monthly £
tabllshment employment in:Bloomington grew an.
‘average of 2.5% overthe-same months of 1992. This
growth rate transiatesinto about 1,408 new joDbs ¢ over
yéar- ago ievels: Total establishment employment.in
. ,September 1993:was:60.100. (Establishment employ:
ment does notincludeagricultural employment, the
self- employed ‘domestics,-and Unpaid- family wor
“ers) Althoughrthis growth is not spectacular,.itis
- -mentioned above, better than theirates forindiana
. and:the United States. Furthermare, the-growth in't

- first nine- months: of 1993 follows almostequally g‘ood :

‘ ,growth in 1892 Total-establishment employment is
now above the tecession low:in’1991 by about:3; DOO
jobs. The unemploymerit rate is very low—2. 6% in:
Adgust=—altirough there is some question about the
liahility of estimates-of county'rates. = "
o The largest employment gains have occurred i
‘ erall trade. which has shown an average manthly.
gain of:6.1%:in.1993 over the-same months in'199
Total employment in this sector was 12,000 in Sep-‘ :
tember 1993 Unfortunately -employmentgrowth in
the retal sector-does not give a eoncomrtant baostto
persenal income because of the low wages and preva

_Ience of part -time work.in this sector The acldrtlonal S

: has been stable desplte concernsabo

Culties at most levelsiof govemment

- 1993 this sector accounted formore than
_employees——a total that is bolstered by the large

'realestate: and wholesale trajd‘e) h‘atl a ‘c‘ombined :
employment total of about 5:500 in September. This
‘combined total-has shown:a slrght upward :

the past couple of years

Tl‘ese claims have now: been fal lng fort
ow; The value of burldmg permrts for smg'

Qouth central indiana; thus censtm

egion willbe a key: for this sector |
ncomes ln the reglon show good gr

for 1894, The caution'is necessary beoaus lthe
state and natlonal economiges falter, Bloommgton wxll

not be able to escape the. eﬁect




Anderson

~ Barry.C.Ritchey

Associate Professor of Economics, Department of
- Business and-Economics, Anderson University .

~+ There Were no major deviations:in the: path of eco-
_nomic transition in 1992 for the Anderson commu-
- nity, For the gighth:year in a row, manufacturing.em-
_ployment fell, resultingin nearly 700 fewer jobs by
year's:end. This brought'manufactuning’s share o

S employment in-the county down to an Historic low of
L 31T%

i+ in:Madison County:in 1992 to offset the loss.in manu
~“facturing, Employment gains were ‘realized in both the
‘service sectorarid'the public sector. -
: Closely related:to-eniploymentiis persona! in :
corne, which has:grown:at avery-siow rate in the
+1990s: For thefirst two years-of this decade. per..
: capita personal income has grown atapproximately -
1.2%—about halt-the national-average. 1 seeithree

-.share of personal rncome denved from transfer pay-

g The othersroe ofJob loss is|ab crea‘non Forthe :
 first time inthe 1990s, enaugh newjobs were created i

" personal jncome.grow

presence ofgreater. de

the ratlonai tecessianand

early 1990s ‘Although'wag

high:the number-ofthours worked has fallen. Thi
the;jobs created locally:haveiieenin sectors th
rradrtlonally pay lower ‘wages than the manm‘actunng ]

: Jobs that have been lost,

“The: ehanges inithe unomployment prcture have :

. Vbeen _encouraging: !nthe fast 13 vears, Madison:
+County’s unemployment rates havebeen-above ne
];natronal average: (the-only exceptron beingin 986)
. Forthefrrsterght months of 1993, the loca rate has

‘averaged 7.1%. whereas themnational average

~ same-time period has been 6:9%: Thisis as closeas:
we have been for quite Some’time: Third qrmrter 993

has been particularlystrong, with July's rate 1%
and August Talling- 104 9% We are'on:a pace toim=

‘V prove upon 1992's vearly-average of 8. 3%

. Themaost posmve aspect of the local economy i

: G the onstruc 10n a hvrt ofithe 19903 Tne Figure
© . possible-explanations for this slow growth. First. theﬁ : L L e : b

19917 1992 A

SUGT 10 AN[BAHEI00

dollarvalue of:
? mjilkli(jn.Nonresid

dential eonstructron in:
eight= month ’rotalf r1993

~ With the exceptio
©:1992: When'th
-available for 199 A
encéc one of the best tw

. county’s history.




. T}ear"r!e' Haﬁ*‘mfe

o M‘a‘r\rinﬁsehbaum i

Professor o‘f‘Econom/cS. /ndiana Stare Univer 1y

- Betv en 1988 and 1992 emp!oyment and payrolls in

: the Terre Haute area greve steadily'and at a moderate
[ pace. The regionlargely escaped the effects of the
o natronal recession of 1990-91, and one year.ago, a‘
the recovery of the natjonal geongmy appeared to"

. ‘accelerate; the local-outiook seemed bright-indeed.
- However, in 1993 Terre Haute felt victim to anendles
- series of announcements of layoffs; retrenchments
~..and plant closings: With staff reductions not:yet fuily
implementee‘, prospects-for 1994 appear restrained

As measured:by quarterly-payroll'data; the Terre

Haute economy sailed along from. 1988 througn 199
- The situation soured. though, in first quarter 1983

the most recent-quarter for which data are available.

+.The Figure presents the percentage growth:in payr
“in Clay; Sullivan; Vermillion: and:Vigo-counties by -

~ - quarter, on ayear-to-year basis. as a rough adjust-
~ment for seasonalfactors. Forthe: 12 months endrng

‘yrnkl\‘/arch, pavralls grew by only:1.6%: Comparing th
. last guarter of 1992 with first quarter 1993, payrolis.

Frgure

. Haute. By midyear:Snacktime |
‘doors. while lvy Hilk gt producnon sharply.and.

downtown Terre
also close

Vermrllren County and Prllsbu

Pittman:Moore announced it was d'scontmurng most
ofits Terre Haute operations. ‘ k
By autumn thres'of the largest employers.in the

‘Wabash Valley had announced corporate-wide re--
_ trenchments: Eli Lrlly which employed 1,374 atits
Clinton laboratories; intends 10 reduce employment

by about.10% throug‘r early retirement and-attrition.

A simifar number ofindependent consultants erl also.

be enmrnared Atthe Clintor facility, 134 workers.
earmng an average wage 01'$59.000, are ehg

“early retirement. Buffeted by the'same forces in-the
: p‘rarmaceutrcal mdusiry Pfizer-with 600:Vigo. County

workers announced asimilar corporate-wide's g
back. and is transferring its 21: -person. amimal:fe-

: fsearch unit-to Connecticut .Donnelley Drreetory plans
1o reduce employment by about-25% between: ts:

o facilities in iTerre.Haute, which employed: around 500
-people.and Scrantpn Pennsylvania. It 3ls6 hooes o
. rely moot!v on attr on and earlv retrrement

: Terre Hame Four County Area Paym!l Growth in Correspondmg Quarters

Soisree:Statis

« “Month/Year

(IM015 10 é6e1u:mraa’ g




GTE eliminated rts Terre Haute cuslomer Service

aff, General Housewares moved some operations
out of Terre Haute, Woolworth s and Reliable Drug
« closed their. Terte Hatite stores; Applied Gomputer
. Devrces Regional Hospnal and sehool systems .

: throughout the Wabash Valfey all made. reduohons in

staff. With the elimination of federal subsrdres Terre o

Haute lost Lone Star Avratron the only commute
'ne serving the area: :

Employment statistics still do: not rndrcare severe o

nmaoe to the local econamy. MSA establishment

employer data have been erratic: Year-to- year changes S
were.down 200 1n Jupe.1; 900.in July, 180000 A=

gust. and 1.000. o7 1.8%. in September. From Sep-

tember 92 to September1993; the largesl declings
ere a loss of 600 jobs in the. government seclor and .

00 jobs:ina construction sector that nonetheless
remains active. Man ufactursng ;obs aolually increase
'overthe penod with galns in-durable goods——reﬂec

expansion atGreat Dane and DADC more than

“recent household survey data forthe local area has
,parnted bnghter prcture of employment and une

0150 in Aagus‘r and up-200.4n Septfmber Fort
ocr-oounty area.the trend was more positive: dowr
:l 300 in Jone even in July Up 1.300in"August, and
0.in September. Reflecting statewide trends
a*ed rate of unemployment fefl sharolv in
: [ nd even more sharply in July. 1n October the
rate for the MSA stood at a susplorously modest
£ <) l% down 1.1% from the previous.year: .
“The region has expenenced some pasitive dev
opments After successfully flghhng oft a hostile:

: .‘takeover PS and Destec started construction on-the -

coal gasahcatron plant. - Columbia House expanded int
-anew building, and.expects to.hire 474 new worker

A $34 mrlhon expansion at Bemis is expected to bnng‘

76 new jobs: Evendvy Hill expeols to'maintain ocal
i ployment as aresultof new. lnvestment in equrp

FarVigo‘County. bui idmg permrt data lndrcate
‘contmurng strength in nonremdenttal constructio
,whr R grew 3.2% in the 12 months ending in-Septem
‘ber. as compared with the 12 months ending Septem
‘ber 1992, Using:the same.time egmparisan, residen:
tial construction vrrtoally expioded—up69.1%}Actiy
ity was concentrated in.low {0 modarately pnced :

‘ khouses duplexes; apartments, and a.new nursing
‘home built with.the Certificate of Need from:the old.
County Home. Sales of existing homes have been
buoyant. For homes sold through.the Multilist. com-
paring the.third quarter with that of.a year ago, aver:
age: selhng price rose 12.9% 10 $63.400, ‘white the
number of days on the market unhl sold droppe

‘V“Tromjl 34 0 115 The total number of homes sold dld
tal.modestly from 508:t0 489,
: 1994 Terre Haute will
will gain.some jobs in: occupatlons inwhich -
mpensatlon is more modest-andits busmess cli-
_i:mate should remaln farrly flat—all'of Wl’llCl’l is not .
i exaotly a new story L :

conomy IS rundamentally strong-and vrbrant All
"nders of the economic engrne are fired: up In-

abor shor‘rages and: seasonal deman :

: f[have ocourred inthe obless rate and the

riine months of 1993 In its: Seotemb

. ‘magazine, ranked l/okorno among th :

'“Bloomrngton (lntereshngly ayeara
. komo nor Bloomlngton mad '1‘Mone ‘

160 markets. Kokomo was ranked fifthi ¢
able natronwrde ln second gaarter 1993




-~ commodating

. sectors-poste

foree 0{6 200: T‘ié I;P“’i high- ‘vagé"obs wilt b‘é‘OSu o
~Chrysler’s paym!t by $10 million. swhichn turn will
- boest the economy through the mumplznr effect.

; Accommg to.the Economzc Policy Institule, abom four‘
seconaary jobs are created for every new manufaciur-

- ing job. it may take seme time. buithere is a potemai'
-~ for 869 new secondary | jobs in the years to come.

iChWSfE}' has Deen doing well lately. and because m utsﬁ -

- strong earnings in 1992. Kokome's 6.200 uorke{s
garned a combined borus 6f'S3 million at the Degin-

nmg ©f1993: And there is more; Kokoma's Chwskez 7 i ‘ ,
L ‘Vj‘*he hird narrewrest in the pa‘st‘TQ years: T

plant will be supptvmg transmussaons io Mits
Motors beginning modet year 1995,
Although Deleo £ lectronics. Kokome's largest
emp over, did not announce new capital expansmr
plans. it took major initiatives to enable the | local og~
~ eration to grow and prosper. These include: (1) bnng—
 ing back 160.jobs from Mexico to Kokomo: (2
160 idled workers from GM's plan

‘armrf {3) restrocturing the local operation and :
opening two offices overseas; and (4) cosponsoring

e Indy 500 Parade and the NASCAR races. The llast
two measures aresn line with Del 0's new sa'aiev
cantunna 2 bigger share of the wm. ' ma

iotive electronic components.

In addition to developments at De!m ami

Chwsier Kokomo's two small ma

Iri State Foods Processing Co. and Cannon Valley
Wood Works, unveiled plans to moderrize and 2
pand existing facilities and doublé their combined
| Current work force of 110. The mayor's office, the
local chamber of commerce. andithe state govern-

mentp laved a constructive fole in making mode iz
tion and expansmn plans possibie. o

- Finally. Syndicate Sales announced plans to
mve 1.52.5 million to expand its manuf
pamg. The expansion plan is cxpecteu m creste
addntmnall manufatu rrg m?ﬁ :

 Jab Machme Rewmg U;z

_ Kokome's economy created 2, 239 new jobs
.« the'twelve menths ending in Senﬁemhe TG%

. morethan durmg he same-period'a :
 thelargest gain in the past five years. Whéﬁe L”ne i@b
- .gains remained broad-based. the semw'sec{m ac:
~counted for 82% of new jobs. Exceptfor the con-
 struction and t'anspmafmwutu!;;y seetors, all .
ioh gams fromalowol 100 inthe
wholesalz trade to'a hagh of 860-in the !oua gawe e
© ment sector. o
‘ . The labor force responded posétiveiy to job o
ortunities. swelling to 43,180 in July. The average

. sizeofthel abor force grevi to 40,245 during January-

September, 1% higherthan duenngithe same period a

yearago. Notonly that, it was the fargest labor force :
in‘the past five'vears and eighth largestin 1S vears.

! Tbe swemnu of the tabo- force st:fmgly suggests that

mproved econo'mc condmons are Iurmgipeop!e {0

Idr:vmg force behind'i increases

aﬂd dECrEaSES m the unemplovm '

unpmmoymem rate during the first three: quaners of:

o 1993 staod at 6 Z%—mere thanone percemage poi

ge ;0 iess rate m‘we'veazs and the fourth best n ‘39 ;
ears. Al thvough l\okomo s average quaner!y ;ob!ess

the state fevel.

Koknrno s natural unemployment rate is about

‘Average Annuaf'Pay S‘ecu‘n‘d .O‘Ne)ne' int mdiana :
. During January-August 1993, the humming factories”
m.‘;raasecf the average work week to 40 9 ho S, up

aaﬂmactunng wor kers n Howard Coun
8849 per weelk durmg the fn’st quarter t

words, the ﬁrst q‘umeﬂy manufacturing w
- more than doubled'since 1978,
Speaking of income, eitherthe signs o
inaliy show;ng up or other young metro

328,6?6. Despi{e a moderate inc
straight year'Kokom Sf‘anh'aal |

age annual pa; fevel

. of$23570and 11%

of $25.903. Intere

| salary 61 $28.676

age salary earned in 1983,




. According to Saies‘!aha’ Ii'}afketiﬁg Manageme
med:an household spendabie income in 1992 was.

- 832,558, up from a vear ago and $903 above the s

~_median income. The spendable income of all hausé
“nolds inthe area totaled'$1.4 billion. Last year,

. Kokomo's median household spendabie income

. fifth highest in the state and 128th nationwide. Whi
at the state Ievel Kokomo's ranking has remained.
‘anhareged inthe past ten.years. the natmna& ra"skmg
‘has moved up 49 places. A year ago. one out of evs

five households.in Kokoma eamen at east '$50 Oﬂﬂym ,

spendable mcome

Hnusmg Nat Scalmg New Peaks

 The unpieceaented fow interest mes ht up iﬁe in me

jotherwnse not-so-hot housing sector, Agccording 10

‘ciassuc theory. curtent low morigage rates should
- have sparked a near siampede amonghome buyers.
‘It didn't happen in Kokome, however. No neve peak

- © wefe scated, Home sales in the first half 011993 1o

taled 451, compared to 454 1n.1992 and 451 in 18

- More than 529 million in home sales were register

‘ ‘duing January-June. Kokemo fogoed a 36,100 me

L. dian price increase, from 853,900 in the first quam

" t0'$60.000 in the second quarter Whereas abguta

L hird' of existing homes sold were priced at §71.000

-and above, four out of gvery ten houses sold.r
_mained in the ~rice range of $40: 000-$70.000.
. The Kokomo area Housing Affordability Ind
“(FAl} dropped from 258 inthe first quarter fo 243
Ihe second guarter. This. 13-point drap reftects declhin
_ing inte/est rates and an 11% increase in the median
price:oxomeo's HA! remained at jeast 50 points’ &
above the state favel during the first two guarters:
suggestmg so’tness in the housing mar M ‘
. The nuir Der of building permits i issued drm
. the first three quarters of 1993-totaled 623, just
. 0 625 a year ago. The doliar value of perniits zssued

: | totaled $42 million, compared with $74 million 2
11300, Historicall vy love interest rates failed {0 spark

activity on both residential and-nonresidential front

. The number of residential building permits totaled
473 during January-September, just 1% below the
' number reached a'vear ago, Nonresidential building
. permits skidded 13% to 35, dawn from 62 a year agt

-Single-family buﬁdmg permits totaled 156. 0r 5% les
than a year ago..It was still the'third best nine-month
; showing since 1983 Ten yearsiago. during the depth
_ of severe downtuin and.double-digit interest rates.
on‘E'y 55 building permits were issued in‘the area.

- Lowerinterest rates enabled families to build up-
egistered.on the

rscafe-homes. Theconstructionval
“singie-family building-permit averaged?‘3ﬁ7 008, cr

' 10% higher than the same perigd ayearago: ltwas

alsedhe Highest single-family’ dwelhng construchion

vaiue rﬂg:stered inihe pact fen year< Generally, 8-, i
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. m‘ s:m{e-famﬂy permlts aré ISSLch durmg the urst
. mrc momhs Based upon the past trends : 188 smg!e—

end oﬂg% down 5% from a-ear ago. N netheless,
bwilt be the secend best ‘:howmg in‘ien’ years

. Retail Sectar Bec mmg 3 S ‘Haven
:, Wmle manufaclurmg firms:uhvelled new strategles
. giving local operations a new’ lmaoe and:gearing them
up fer new oppeﬁunmes tie'service sectoralso |

;eaied its own new strength andvigor. At inasi 15

‘ stores and restaurants opened it Kokomo mcluumg
. Sam's Club, Wal -Mart. Cub Foods, Weste

. fazoli's. These niew stores have created 700 new ;obs
 as well as traffic jams. Because of the arrival ofna- .

mnaﬁy knogwn siores. Kokomo has become a ha-
;en for shonpers in:the surrounding courmes
“Along with the new stores. fwo. Kokomo retail- ‘
£5. Hi iis and Elder Beerman: expanded and modem-
zed existing Tacilities. In addition. Wal-Mart rémcated

s regjﬁna%oﬁécn from Muncie to Kokomo, a‘n‘d'

Kokomo's Big R opened another denartment stare in

thestate. Migjer, a Michigan-based depaﬁment store,
* il begin construction on its megastore in. Kokomo'in

1904; When completed it will create 250 new jobs.
Lowes the Wilkesboro. N.C. -based hardware retasle
opened {or business in its brand new location on the
soum 5|de It vm create ;obs for 100 130 peop!e

1692 The doﬂlar volume of sales was: Earger

Munc:e and Bloommgton Retar! sales i the

82nd natiopal Ey and ninth in the state T
anking that vear was caused by a seve

: dawnwm In 1992 however in'terms:o
-pert umseho d: Kokomc ranked tmrd ak

. Bankmg; Fmam:e lnsuranc‘
‘ ‘A trm of Kokomos Iargesl banr —Soc:ety

- por*ed stmng earnings compafed to ay
Deleo. Chrysier, United Presidenti;
Co. and 2 ho>t of other busmesses a S0rEp0

.  years, and while the niimber o
. ’dcuhied,‘

blidgetias tripleg




- Two other major construction wmscts yeTe
S kanmunced this’ year Howard Community Hospital

. unveiled plans to construct 2 $500.000 ten-bad livin
. factlity for mentally fl patients. Country Bevexapmen
. annaunced plans to build Wildcat Creek Golf Cours
the area’s first public golf course in more than ten.
yeafs. 'wmah is s‘q:h?edwied to open in 1994

Agncuiture
According toa :.uwe‘y aﬁ 433 agricu wra bannpfs
conducted by the Federal Reserve Bank of Chicago
rm land values in the indiana section of the 7
Federal Reserve Bank District. including all coun S,
ysmroundm@ Howrard County, regvsrered the argest
ains in the five-state arez. Farm land valuss rose
ndiana during Aprii 1992-A0r! 1993 and edged up
2% Detween July 1992-July 1993,
Creasss were farger than those registere
- gan dﬂd st nsm tmug“z scmewm o er
low i ; o :

Michi:

Maijo Develnpmems i Surmunﬁmg ﬁreas o
“in July. Thomson Constrer Elecironics, the world
top producer. of very large screen {YLS) picture tube
- annotnced plans 1o invest $8 million.in Marion and
add 100 iobs at the plant. This addition would mak
the Diams total work force excesd 2 400, accou
“for 5% of Thomson's total worldwide work force of -
50,000, Meanwhile, in nearhy Gas Ci '
trial Corpom on,-a producerof alum
“announsed p ans 0 mmease it *m{k fcm:e 0350

Equi pmcmt Co.a maﬁef @f cwmem t'ar ers s»:ar

ransperting liquid oxygen. disclosed plans fo

down its operation in Delphi and in Loganspor

basw vl also lose its GTE customer service cenier.

- Amixiure of good and bad economic news car
‘from Logansport. In March; Modine Manufacturing
Co: unveried plans 1 toinvest $5 million i its Logans
“por pram which makes oil caslers and exports them
© toten natiens in Europe and the Americas. This vl
create 70 new'jobs and increase the work fmre to
265 Unlike Moéms GenCorp. Ine., a maker of au
_ motive components, announced pians to tra
abom{ 70 jobs from Logansport to-Wabash. .
L Anxiots dimes await Wilson'Foods™ 200 vork-.
Brs in‘Logansport. In a city of 17,000 people; Wulsen,
s the largest employer. with the capacity fo slaughter
15 million hogs. Recently, IBP..a meat packing and
a processmg firm. announcediplans fo atguireihe

« financially ailing Wilson Fopds® plant 1BF is'contem-
- plating modernizing theexiSting slaughtering plant -

- and-adding a:meat processing operation. The plan.
would costabout $23 milliofand increase ihe exist
 ing work force to 2,200 over the next five vears. The
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Mevertheless, ilhebe ‘

tory. [t marks the 150th b

mmh and me heme 0* Grlss

- thunder of jet planes gradual

squadrons bid a final goodbye to the: base

il comp‘ete its reatignmentin October 1

o*ﬂma!ﬁy become a-reserviststfaciity: Because ofthe
ase {:msmg Ball'State University ended a 26-year
dition of offering classes at the base. While Air -
ce personnel were winding down theéir active duty
perations in Pery, two busmesses announced-new:
developments Paru-based - Nixon Newspapers ac:
uired the Connersville Mesvs-Examiner. More impor-
fant, Mails Unlimited; a division'of ltochu: imern tiona
mv employing 41 péople, announced plans to-buy
v machinery and equipment and constrict a new
acility. The moaram is-expectedto add 20 2“ ;ohs in
the nearterm.
InG finten Coumy Ag Max lnc one of the State’s
est farmer-owned cooperatives, anh '

o éav off 15 people from its payroll. Tri Mas Fastener:

Inc..a subsidiary ofthe Michigan-based: Masco Corp;

unve fed plans to construct a new plantin: Frankfort,

‘reasmg sts mrk force to 1501 in five. years

What Is m Smre Fur The Bmhday Bash

ﬂdext year will bean [impertant yearin Ihe&areas his-
H anniversary:of both
Howard and Tinton Countles‘ It also! mark ‘the cente-

!




- moré active and str(}r‘sgjnext‘ year. Due to an upwa
c «Fpressure mednan home pnces shomd pOSa a 4 1%
gain next year :

dna nulshe a!ong wi the growing nationa

and state economies, Kokemo's economy will forge
e ahead with new vigor and strength, The recession. ‘
. wolfis not in sight. ] hear no rustling noises in the
- economic landscape. On the contrary. whatlseeis
-~ theface ofa joyful economy hummmg the tung:
: Happy‘ Days Are Here -Again

o ! Assocrare Professor Department of Fcon CS,
,iUPUi Co[umbus i

: ‘Thn im:al employment prcture appears m be quite.
- good for the Columbus area. The number employed -
- hasgrown 8 6% inthe past year and alimost 6% fro
“-second quar‘er tothird guarter 1993 (10 33.250}:

Meanwhile, the number of unemployed has fallen
moreithan 37% from a yearago and more than 34°

- since second quarter 1993 (1o 1.050). The combinsd
| resultis that the local unemployment rate has fallen
~ from more than 5% in thicd quarter 1992 to just over

% i the third quarter of this year.
Local residential-constructionhas contmued m

. show tremendous strength. The estimated value of

permits | has grown more than 44% during the past

- year. Because the number of permrts has mcreasea

stock price.
12 months):

nths arnings/Sha

Sp\ecral
- Machines

ond qUarter as medlan home pri

'cally from 356 70010 S? ’9:;0

. Perhaps most mcredlble is the fact that houses

- Columbus have been selling: niearly 100% of the |

i price and the sales prices have increased from an. -
~average 0f $81.590 a year ago 10 almost 889 000 in:o

the third quar’ter of thiswyear.
Cummms and Arvin continueto- do wellin tms :
ecovery. Cummins, forexample. pasted its:second .

' ‘(,best third‘quarter ever. Earnings almost tripled to -

. 8407 million; compared 10:513.8 mrlhon ayear ago.

- As seen in the Tahle; Cummins has continuedto
_outperform both its reference industry (special

hines) and the all- mdustry average in mosticatego-
ies:. The only notable exception isithe:price=éarnings
atio. Arvin experienced a decreasein net éarnings ‘
S$7.4 mil} mn) in the third quarter, compared 10
QUarter 1992 s eammgs of 312 ml!hon Sales fell

he year Ar\nn S sales and net earmngs were! vsrtually

fat compared {othe same period-iast year, Althcugh :

Arvin has continued to expand |ts Amencan sate< :

g rts overaH performance relative to b@th e
p&rts mdustry and.the al! mdustry‘ average

k~ rate resuits, wmch “although th

short- and {or}g-term implication
ment and ir‘come are ‘nof’ iikely‘t’o




‘ Farecasi . ;
Because the "nost hkeiy outcome (90 6 probab ty)
for:ithe national economy is modest but sustamabie

growth; hovering around 3%. Columbus can expect,to'
. continueto grow somewhat more rapidly. lts durable

* goods manufacturing base wili-tendto-expand more
 rapidly tharnthe nationakeconomy-during'this Upward
-phase of the-business cycle. Therefore, we can antici-
'pafe that-local incomies will growfairly steadily fmm

- both:pay increases:ant .icreased employment..
©1+  However,an important caveat must be men-
; tioned here. The pay-and-emiployment increases will
not e as rapidior as dramatic-as they may have bee
in the past. Demestic firms;- especialiyin manufacty

ing; are trying-to raise outpit without addmg substan-.

tially to payrolls by boosting:productivily. Further-
. .more; both domestic and intérnationat competmon

L ‘kwdl encouragesrelatively modest pay-gains.”

There is a:slight.chance (1% probabﬂﬁy} thzﬁ

~ both consumer and business confidence will dramati-
- cally increase. translating into robust.growth exceed-

ing 4% tor the followingyear. This would mean gven
more rapid-sales growth for our local manufacturing

. firms and wauld tend to drive down the:unemploy-
ment rate, passibly 10:2%:. Unforiunately. itis more.

- likely (9% probabitity) that therewill be another re-
cession, orvery slow growth of 0-2%. While this
could resuitfram a variety of sources, its most fikel
candidates are eitheran overreaction-to incipient.
‘inflationary pressures by the Fed or a dramatic fall-in :
‘exports, if the doflar continies to appreciate so rap-
idly. Aithough this:is not very likely té occur, jts ef-

i fects would be quick and painful: The most likely.

. ‘result would be another round of substamm iayrﬁs ,
- and the concomitant economic and emotional pai

~.that goes: aleng mm i ‘

L;myeﬁe -

gA {:harlene Sumvan

Acsacfafe Pm:essor sf Managemenr Purdup
Umversﬁy :

s the na’nona! economv has slowly 'egamed strengt‘z ,
rinthefast12 manths. so havethe econamies of La— .

e iy jette -and it surrounding counties. The dutiook a
. the national level is for more of the same; hkew;sn

- the local economyis expectediio continue its siow. . -

expansion. Major sources of écononic growih and

strength-are consumer and business spending. gov=: "

velcpmen’t of the'd

‘ outlymg malls and

. ;fmanc:al institutions in th i!oca‘ comm
_10-shift to reflect non-localownership.

Tuﬂons are:actively respondingito the gU‘!atOfy pfe
sure assaciated with the Commumty einvestment
Act, oeveiopmg low-income housing and independent

,'Iwmg fagilities. Competitionis very strong forcon-
- sumerloans aﬂd mortgage credlt ;

Emp!nymem Outlaok

. Lafayette enjoys'the berefits of: havmg a well dlvers
.. fied-economy, with1arge segments assomated witha:
‘broad tange of privatesector activitiés. For 994;

outlpok for empmyment m most mdustry segments

‘ dates hemeﬂn 1sagz and 1993 w

eermg agncuhure and some o

» !%suset;sid Spe‘nﬂ%‘ng

mw growh in empioyment and sal ‘

spending power

refinancing and
- Aithough the sl
- age gmug wﬂ

na in 1993 will




‘competmon fornew consumprcremt both inthe

form of credit card balances and homﬂ equity:lines.of -

_Credit. increases at the local reg:onai and natso
"ievels £

Heusmg Demand o ;
“The focal marketis expenencmg & strong increase in

“ gemand for:new single- and muIﬂ-famny housing. The:

defnand is especially strongfor-low-income hﬁusmg
- Although-the supply of-fow-income housing has ex
-parided:in the last'decade theincrease in overall:

population and number of households in this categorykk

©has-been-faster, resulting'in sighificant:pward pres

" sure on rental ratés in the area. The community con-
o  tinues to be faced with the challenge of population

growth-among single- parent and’ !ow-sk:lled house
hoids. ,
: Existing home sales have been stmng all year
- “and are expected o continue steady to ‘strong-inth
- next 12 months-as‘mortgags ratés remain stable or
‘decline slightly. The number of homes listed for sale
““inthe Lafayette community-has been low: but the
" houses remain on'the marketfor allonger period of

time as more intérested buyers opt to build their own

. “homes. taking-advantage of the fow rate'environment
-and:the number of new subdlwsnon deveiwmen‘s fn
the area. ‘ ‘

- The Farm Ecunomy

Farmers inthe Lafayette area and surmundmg cou
ties.enjoyed: near perfect weather for their crops.in.
11993 and had above average yields.at harvest tim

- However, commodity prices remain at unimpressive.

“levels; producing only-a-small gain-in farmy income
- over last year: Many farmers in‘Indiana are now vork-
+ing from stronger balance sheets:and expect io use

. theiradvantage while planning for the 1994 crops.

Sirong’demand‘fo‘r farm-éguipment is expected next :
- year. But farmers in-the area-expressiincreased con-
~cern about the impact of new environmental rpgula—

-tions of the viability of their aperations. NAFTA- related

. gains in exports of farm products from the: NFGUES‘L
-arsexpected 10 have a positivedmpact in the near '
term on the regum and the sta«e of mdlana

Gverai% o ;
- 'Slow. steady economic groa m ws!! commue this
- region of Indianaifor the foreseeable future dnthe
~ neariéerm, the siow growthi rzie creates few apportu-

nities-fornew workers'entering the laborforcein.

- Lafayette from outlying rural argas. Ongoing efforts fo
improve the quality of public'secondary edubatmn

vocational training opportunities, and theentrepre- .
~neurial-environment of the state wc!i pa,' dwrdends in :

the't song term.

RmhmcndﬁﬁnnnerswMa-f
| ‘New*@asiie

 Ashton . Veramallay

: :Professor of Econom/cs and D/rem‘or Cenrﬂr fqr o
: Ecanom/u Educanan Indrana Umversziv Easr

‘The nat*onal economy sets the pace for the Iocal

economy. Given this mterdependence Richmond-

Connersville-New.Castle (RGNC) can expect moderate

growtn in.1994. As the national-economic recavery

continues with-an expectedreal gross domestic prod-

uct (GDP) of 2:4% aninflation rate.of 3. 0% anun-

emplovment rate of 6.5% and consumer spendmg at’
i wm influence economic actmty in the locai

. Emp!oyment growth in the rnanufacturmg secmr

will increase slxghtly unless offset by mtemal buso- :
ness expansions or new plant openings. inithe.

Center's recent survey about 35%.of the manufactur—
ing flrms p!an to rehire faid-off employees and 77%0f"

themare DDhm!S'[EC about Husiness:conditionsin

1994. A good number of firms are adversely affected
by the lackiuster recovery. However, afew of themare
doing extremely well. Some of RCNE's:firms, supply-
ing valiiabie inputs tothe transportationindustry, wilk -
benefit from the expécted incredsein aummobue :
sales of 9:5 million units in 1994 :
Empioyment growth in‘the servic
other hand, w:li contmue m expand as

a ne‘i gain'in re‘ig‘ional‘e“mploymént.«»

unemplgyment rate would he m the

‘,The gross!oc Ik

. market value offin




, ;mcrease modesﬂy to about 3% of the state's outp
The manufacturing and service sectors will create
differential value-added to: GLP with the manufactur—
mg secter contributing-a higher-propertion..

- Related-to. GLP is consurner spending. Alded by
_IOW inflation; it will remain:relatively stable. Consum
ers are stilbupbeat, althoughithere is an e!ement of
- hesitancy. Local merchants can therefore expect .

. “above-average sales during-the holiday season an a

';relatsvely good year By keeping inventories Jean-and
- ‘offering eonsumers variety, merchants car maintain
" the bottomi line. However, last vear’s retail perfor-

. -marice ina-post-election euphoria will not be re- '

;gpealed It must be noted-that consumer suendmg :
constitutes 66% of economic activity, whereas .ut i
trade accounts for 22% of RC!
- Finally: the dollar’s expec ted appreuatmn Wi
ave some effect on local firms engaging in interna
- tional trade. American.goods will become refatively
. ~‘expensive to-foreigners and foreign goods will be{V
i-come cheaper to Americans. Our major trading part
-ners—Canada; Furope, and Japan—are stillin a
recessionary phase. 5o export demand will be weak
and.the trade deficit will worsen. However, NAFTA wn

‘improve the trade picture. Mexico is a growing market ;
for U.S. exports. Currently, the United.States has'a S3:

_ billion t',‘r,ade surplus with Mexico. Every billion doifars
~in exparts creates 20.000jobs at-home. So the “giant

sucking sound™.you hear will be'exports. not jobs. An

 overwhelming majority of area businesses are in famr

oot NAFTA. There is also a correlation between trade

liberalization and-economic prosperity

 Jeffersonvil fé/i‘?@ew
nmsmﬂe Ama}

: Fa’y‘Russ Grecke! ‘
. Professor of tCOf!"‘fT’ICS lnd'ana Umverszt;

' Southeast NewA/bany

' The Louisvilie metropolitan area efdflbm} fared falhé’
~ well in 1993, Althoughi the recovery would not be -
.. described:as robust. itappears that the seven- county

, f -.-metropolitan-area (Clark, Floyd, and Harrison counties ;
" in‘Indiana, and-Jefferson, Cldham; Bullitt, and Sheiby.

counties in Kenitucky) generally-outperformed the -

o ,econamles of bothindiana and:ithe:nation.

.. The moderate growth that-has charasterized this
economy during most of thelast several years was :

ore pervasive and consastent thanin 199 There

- were fewerannouncements flayoﬁ‘s mployment

curtallments. or comipanies closing:or «eavmg the

. area. coupled with more a

“seasonal’ adgustments) this: past spnng" 3 e

evel: For the first three quar‘ers 011993,

,averaged about 7. GOO jobs more than th ‘

. rec*eatlon services, and ° other serwcese
m‘ore than 1.000 jobs: Smaller hikes Qccurr

- hours worked by factory iabor mcreased

age hourly wages. As a result, average

‘ings-of factory workers rose nearly 9%. The v‘crease

in hours ‘worked per weekisa: partzcuiart) encourag-

mg sxgn since thats normally‘the necessaryprecur-

i of additional factory jobs
- When we: SEI}BF&[E out the Indiana p"‘

. most m‘ the declme ceintere
- ‘sactor Tne pat’tern e!sewhﬂfe was

as ihe boum}anes of
drawn to reﬂeci the resui

L emergency food refq’ué“s
the Louisville areafood bank. !




le Metmpuman Area Employment:

' Seven County Area: Estabhshmenfﬂaia Seasonally Ad}u 'ed)

1092 2002 3092 4092 1083 2083 o@% 1

Quarter/fear

sJaS{;poM jo spuesn‘oul‘

mployment Dala (Seasonally Adjusted)

Qo2 2092 13092 4092 “3093
GJarterr‘\”

" ™ T 8
2093 3093

SIONIOA 10 sp‘m.snouli :

fer. There wasan unusuat}ﬂ ‘panty in‘the geog'aphac

- distribution of those'sales’ Somham Indiand new car

dealsrs rﬂported a surprising
ight truck sales, which: are ushially strong i this-area,

~while car sales rose: Atthe same time, Jefferson

C@umy { Ken‘turk,f) car dealers reponed a Idrge i<

saliaa
Reaimrs an yed an exceilent market th|s year
asa resuft of the favarahie income and interest rate

mndut ons dnscussed above. The Louisville Bo(;rd of

Reaitors are optimistic that whenthe fin
in, 1993 will turn outto be arecord year]

- . number of properties sold and the doliar volume of
those sales; Although housing in'this-area lS stm qu'te

mexpenswe comparad ito ' many parts ofithe. ountry
the median'setling price of fomesTose abi

in 1993 eaching 577.500 (as of the hrst?esght
mﬂn‘hs of the year):

~-Residential construction continued to ncrease
m;s yearatwhat appears toibe a'solidiand sustamable

rate of growth. During the first three quart
, %}m!d ing permxts for'single-family h

facturang secmf pamcularly GEand Fnr
: duces zhE popuIar priorer at |ts Loms\n

- encouraﬂmg sugge

be Jscumng once agam For exampie.




\Bui‘lyﬂiﬁg” ?étmits:Jéﬁérﬁeanuunty,‘;K‘( .

: The outlook then is for a pnckup in income! and
employment throughout the retropolitan areaiin late
1993 and 1994, Although-a "Boom” yearis notlikely
“the expansmn should be stronger than'in the past 12
‘mamhs ‘ especsallv in the lndiana counties: -

amQ 10 ié(}wth o

iiding Permils: Clark/FLoyd/Harrison Counties, IN -

SBuylama o sequIny




Indxana Ceuniy Populatmn Progecim S
‘ 19955 o 2030 ‘

fyPro uced for the State of Indlana bv the Indlana Busmess Research Center at the“ ‘
ana Un ersity School of Business, thb pubhcatlon provldes two- page pronlee mth ~
‘ Jgraphlcs for all 92 counties, plus anahfses of state trends '

-tions: of the populatlon prov1de v1ta1 mput for busmess, government and socxal -

service planning, with implications for health care, education, transportation, budoetmg,“‘ o
. environment, utilities, capital investment, and social services. This book provides detailed

; projections along with age pyramids and graphics for each and every Indiana county,
along with analyses of trends and a descrlptlon of our pro]egnons methodoloov Order |
your copv'todav and start plannmo for tomorrou

. Order Form L

TelephoneNumber o Fax Number

k PIeaéié send me ‘ PRINT :copi‘és at 518 ééch, plus 90¢ tax.

'Plea'Se send,k'm‘e - N D‘ISKETTE copies at ¢ 8 e'aCh,’,“pfius“_ ‘

Enclosed is$ / ise enclose yonragency’s tax exenipt ;*a’};i{fic‘g7

Orders must be pre-paud .
A dlskette version (Latus ~wk1 format)_is also avaliable

Please make your check payable to IndmnaUmverszty
Send check &- order form to
iBRC Pro;ectmns ‘

’ 10th'and FeeLane
- Bloomington, IN 47405
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