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Chapter 1

The U.S. Economy

Overview

Although the economic slowdown that began in April
of 2001 was relatively mild by historical standards, the
economic recovery has been slow and sluggish. Nine
recessions have occurred since World War |1, and they
have lasted anywhere from 6 to 18 months, with an
average duration of approximately 12 months. A
recession involves substantial declines in both output
and employment. During the last six recessions,
industrial production fell by an average of 4.6 percent
and employment fell by 1.1 percent.

Even though the recession was officially over as of
November 2001, the recovery has been the slowest
since World War Il. After an extended period of
slumber, the U.S. economy finally began to rebound at
the end of 2003. Tax cuts and rebates in 2003
increased disposable income and supported consumer
spending. In addition, Federal Reserve monetary
policy kept interest rates at historically low levels.
Low interest rates on home mortgages kept home sales
and mortgage refinancing high. By early summer, a
significant amount of monetary and fiscal stimulus
was in place to boost the lagging economy recovery.

Hence, the economy’s output of goods and services, or
gross domestic product (GDP), grew at an annualized
rate of 8.2 percent in the third quarter of 2003, which
is a substantial improvement over the lackluster rates
of growth that were posted over most of the prior six
quarters. Over those six quarters, which represents the
period since the official end of the 2001 recession,
growth had averaged approximately 2.7 percent on an
annualized basis. Among recoveries in the post-World
War Il period, the only worse performance was the
recovery from the early 1990s recession. Prior to the
1990s, the first six quarters after a recession typically
saw growth at about a 7.0 percent annual rate.

By the end of 2003, businesses were more upbeat
about future conditions. Retail sales continued to rise,
and manufacturers reported a sizable increase in
activity. In addition, the housing and energy sectors

remained strong, and the agricultural sector continued
to improve. While commercial real estate remained
weak, realtors were somewhat more optimistic than
they had been previously. Wage and price increases
generally remained modest, but employee benefit costs
and some materials prices continued to rise.

As important as the acceleration in growth was, its
breadth is equally important. Improvements appeared
to be reasonably broadly based, with growth in a
number of industries. Consumer spending continued
to drive the expansion and was reinforced by increases
in investment, government spending, and net exports.
The last time all four GDP components made a
positive contribution to quarterly growth was in the
fourth quarter of 1999, which also was the last time
quarterly growth exceeded 7.0 percent.

Consumer spending again has been the driving force in
this expansion. Consumer spending rose solidly in the
second and third quarters. In fact, in the third quarter,
real personal consumption expenditures increased at
an annual rate of 6.4 percent and real residential
investment surged upward at an annual rate of 22.8
percent.

Consumer spending is up also on a year-over-year
basis. Among product categories, sales of home
furnishings were particularly strong, while apparel
sales were somewhat soft. Virtually all store managers
expect holiday sales to be strong, and many stores plan
more seasonal hiring than in recent years. At the same
time, retailers generally have not increased store
inventories as much as in past years, saying they plan
to rely more heavily on just-in-time inventory
management.

On the other hand, sales of vehicles remained near
2002 levels. Despite aggressive manufacturer
incentives, most dealers reported that sales improved
more for used cars than for new cars. Although the
expiration of factory incentives drove down sales,
manufacturers are expected to roll out new incentive
programs to boost sales in the coming months. For
2004, the fundamental determinants of consumer



spending remain favorable, and consumer sentiment is
increasingly upbeat.

Housing markets remain strong even though mortgage
rates have increased somewhat from the very low
levels seen at the beginning of the summer. Sales of
both new and existing homes also have held near
historical highs. Single-family housing starts
maintained a solid pace during 2003, with starts of
entry-level homes remaining quite strong, but high-end
building remains weak in most areas. Most builders
expect single-family construction to edge higher in the
coming months. Residential activity is expected to
remain robust overall into next year. Commercial real
estate activity remained weak for most of the year and
appears to be bottoming out. Sales and absorption of
office space were generally flat, and vacancy rates
remained high in most markets. However, the market
is expected to strengthen in 2004. Commercial
realtors expect vacancy rates to edge down in coming
months and for office construction to pick up slightly.

Business investment has been a major weakness
during this latest economic expansion. However, the
extreme caution that had been restraining firms
appears to be dissipating. Business spending on
equipment and software has improved significantly
after a long period of stagnation. Real outlays for
equipment and software rose at an annual rate of 18.4
percent in the third quarter of 2003, after an increase
of 8.2 percent in the second quarter. Although factory
employment growth remained weak during most of the
year, manufacturing activity improved. Manufacturing
plants reported generally higher levels of capacity
utilization than in the past and the volume of new
orders continued to rise. Most firms cited longer
workweeks and increased productivity as the primary
methods of boosting output, while several firms also
reported modest increases in hiring.

Capital spending was above year-ago levels and
follows on the heels of several years of shrinking
investment levels. A substantial majority of plant
managers expect factory activity to continue to rise in
the months ahead, and many plan further investments
in plants and equipment.

Until the end of 2003, this economic recovery had
been dubbed as the “jobless recovery.” Since the
economic downturn in 2001, nonfarm payrolls actually
fell 0.5 percent. This decline compares with a 1.25

percent increase over a period of comparable length in
the preceding jobless recovery following the recession
of the early 1990s, and an average 7.0 percent increase
in the other seven post-war recovery periods. While
the economy added nearly 300,000 nonfarm payroll
jobs during August, September and October, it should
be kept in mind that the economy has lost
approximately 2.7 million jobs since the 2001
recession. Although the macroeconomic fundamentals
seem to be in place to stimulate an increase in the pace
of economic growth and even if that growth is
sufficient to make meaningful progress in reducing the
slack in the nation’s labor and capital resources, the
pool of underutilized resources is large, and it will take
some time to be worked off completely.

Why employment growth has been absent until how in
the recovery is an open question. One possibility is
that some of the job losses may be permanent because
of “structural changes” that have occurred in the
economy. Several factors support this view, including
the widespread cost cutting and restructuring that has
occurred in the past two recoveries; the continuing
outsourcing of jobs overseas; and an ongoing focus of
business decision makers to improve efficiency rather
than expand capacity. Another possibility is that the
economic recovery, to date, has been too anemic to
result in any wide scale job creation.

The current recovery began at a moderate pace and
was restrained for several reasons. One restraining
factor was that the nature of the recession was mild.
Other restraining factors were associated with a series
of shocks sustained by the economy. The start of the
war on terrorism, revelations of corporate
improprieties, and uncertainties concerning the
situation in Irag all led to diminished confidence about
the economy. As a result, while there were a few short
bursts of growth in 2002, the economy failed to sustain
a robust expansion. Between the first quarter of 2001
and the first quarter of 2003, real GDP growth
averaged only 1.4 percent, which is a level well below
the economy’s potential.

Nevertheless, labor market conditions generally
stabilized after an extended period of weakness. There
has been a slowing in layoffs and stronger demand for
temporary workers. Overall, wages and prices of
finished goods and services remained fairly stable,
although some increases in input prices were noted.
Wage pressures were mostly subdued, although



businesses reported concerns about escalating health
care and other insurance costs. Many employers
shifted more of the cost of health insurance on to
employees, and some small businesses have eliminated
health care benefits entirely.

If slow output growth has been the underlying cause of
the slow economic recovery, then the forecasted
growth rate of approximately 4.0 percent for 2004
should lead to steady improvements in the labor
market.

There are four conditions that lay the foundation for
sustained growth in 2004. First, one of the most
prominent characteristics of this economic expansion
has been the rapid gains in labor productivity. Strong
productivity gains have kept real personal income
rising throughout the recession and recovery.
Productivity gains should continue to be a key
foundation for growth into the future. Output per hour
rose at an annual rate of 8.6 percent in the third quarter
of 2003. While some slowing in productivity growth
from the third-quarter pace is almost inevitable,
businesses have achieved considerable efficiency gains
through  information  technology  investments.
Productivity generates extra income, and extra income
creates new jobs.

Second, tax cuts in 2003 pumped nearly $150.0 billion
into the economy. Third, the Federal Reserve’s
monetary policy has helped keep financing costs for
consumers and businesses at low levels. Finally, there
are still appreciable amounts of excess capacity in
some industries. However, this will change over time
because much of the excess capacity will be absorbed
as technological innovation quickly makes older
equipment obsolete.

2003 U.S. Economic Review

Even though the economy experienced a downturn in
2001, real (adjusted for inflation) Gross Domestic
Product (GDP) in 2001, on an annual basis, still
recorded positive growth of 0.3 percent. In fact, real
GDP growth was negative only in the second and third
quarters of 2001. By the fourth quarter of 2001, real
GDP growth resumed, albeit modestly. The growth in
GDP, nominal (not adjusted for inflation) personal

income still grew by 3.3 percent in 2001. These levels
indicate that the recession of 2001 was both mild and
short-lived by historic standards. Nevertheless, the
economy has performed somewhat sluggishly since
that time. In 2002, real GDP grew at a 2.4 percent
rate, while nominal personal income grew at a 2.7
percent rate in 2002. It was not until the third quarter
of 2003 that the economy began to exhibit signs of a
significant resurgence. Table 1-1 presents major U.S.
economic trends for 2003 and 2004.

Table 1-1

Major U.S. Economic Trends
2003 & 2004

2003 2004
GDP Growth ($ Constant) 30% 47%
Personal Income Growth ($ Current) 3.2 5.0
Consumer Price Index Increase (CPI-U) 1.7 2.5
Unemployment Rate (Monthly Average) 6.0 5.7

Prices remained stable in 2003. The Consumer Price
Index for All Urban Consumers (CPI-U) increased at a
very modest rate of 1.6 percent in 2002 and a slightly
higher rate of 1.7 percent in 2003.

The civilian labor force includes those who are at least
16 years old and either employed or looking for
employment. Military personnel are not included. In
both 2001 and 2002, the civilian labor force grew at a
0.8 percent rate. In 2003, labor force expansion
improved to 1.1 percent. Figure 1-1 shows the U.S.
civilian labor force growth rate from 1970 through
2004.

Figure 1-1

U.S. Civilian Labor Force Growth
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Although the civilian labor force increased in 2002,
employment decreased slightly by 0.3 percent. The



decrease that occurred in 2002 was the first
employment decline since 1991 when employment fell
by 0.9 percent. In 2003 employment growth did
recover to 0.9 percent. Figure 1-2 shows the U.S.
employment growth rate from 1970 through 2004.

Figure 1-2

U.S. Employment Growth
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In spite of the recession, the unemployment rate for
2001 stood at a respectable level of 4.8 percent.
Ironically, even after the end of the recession, the
unemployment rate increased to 5.8 percent in 2002,
and subsequently to 6.0 percent in 2003. The year
2001 was the first time since 1992 that the
unemployment rate increased over the previous year’s
rate. Figure 1-3 shows the U.S. unemployment rate
from 1970 through 2004.

Figure 1-3

U.S. Unemployment Rate
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The unemployment rate is expressed as a percentage
of the number of people unemployed to the total
number of people in the labor force. In 1992, the
unemployment rate stood at 7.5 percent. Since that

time, the unemployment rate in the U.S. steadily
declined every vyear through 2000, when the
unemployment rate was 4.0 percent. Then in 2001, the
unemployment rate increased to 4.8 percent.
Subsequently, the unemployment rate soared to 5.8
percent in 2002, which represents the largest increase
since 1991. In 2003, the unemployment rate increased
even further to 6.0 percent.

The rate of inflation, as measured by the CPI-U,
increased 1.7 percent in 2003 compared to a 1.6
percent increase in 2002. Figure 1-4 shows the CPI-U
from 1970 through 2004.

Figure 1-4

Consumer Price Index (CPI-U)
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Gross Domestic Product

Gross domestic product, or GDP, is the value of final
goods and services produced within the country during

a given year. Figure 1-5 presents U.S. GDP growth
from 1970 through 2004.
Figure 1-5

U.S. Gross Domestic Product Growth
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GDP is measured both in real terms and in nominal
terms. Nominal GDP is the dollar value of the final
goods and services, while real GDP is the value of the
final goods and services as adjusted for price changes
(inflation) that occurred over the course of that year.

U.S. nominal GDP increased at a 4.7 percent rate in
2003 compared to a 3.6 percent rate in 2002, and a 2.6
percent rate in 2001. Real GDP grew by 3.0 percent in
2003, compared to a 2.4 percent increase in 2002, and
a 0.3 percent increase in 2001. Figure 1-6 presents the
annualized quarterly growth rate for the U.S. real GDP
from the first quarter of 2000 through the fourth
quarter of 2004.

Figure 1-6

U.S. Real GDP Growth
(Annualized Quarterly Growth Rate)
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The five major categories of GDP are consumption,
investment, international trade, and government
spending. Table 1-2, which is shown in the next
column, presents U.S. GDP composition and growth
for 2002 and 2003.

Consumption. The largest component of GDP is
consumption, or consumer spending. Changes in
consumer spending are affected by a variety of factors,
including personal income, the savings rate, debt
accumulation, discretionary income, and consumers’
confidence in the economy. Although consumer
spending recovered somewhat from the aftermath of
the September 11th terrorist attacks, both consumer
spending and consumer confidence continued to be
somewhat anemic until early 2003.  Consumer
confidence and expectations surged upward in April
and have continued to improve.

In 2003, nominal consumption increased by 5.1
percent, compared to a 4.5 percent increase last year.

Table 1-2

U.S. GDP Composition & Growth, 2002-2003

(Dollars in Billions)

Gross Domestic Prod.

Consumption
Durables
Nondurables
Services

Investment
Fixed
Nonresidential

Equipment
Structures
Residential

Chng. in Invent.

Exports
Imports
Government
Federal
Nat. Defense
Nondefense
State and Local

Gross Domestic Prod.

Consumption
Durables
Nondurables
Services

Investment
Fixed
Nonresidential

Equipment

Structures
Residential
Chng. In Invent.

Exports

Imports

Government
Federal

Nat. Defense
Nondefense
State and Local

*Estimated

Nomimal Percent Change
2003* 2001-2002 2002-2003*
10,939.2 36 % 47 %
7,673.6 45 51

907.4 4.3 4.1
2,240.0 3.6 5.9
4,526.2 5.0 4.9
1,669.1 0.5 4.8
1,674.2 (3.5) 5.3
1,141.3 (7.0) 2.1

884.6 (3.3) 43

256.7 (17.0) 4.7

532.9 6.1 12.9

(5.1)  (106.5) (231.6)
1,053.9 (1.9) 3.8
1,553.2 4.0 8.0
2,095.9 6.2 6.2

773.2 10.4 115

509.7 11.9 13.9

263.5 7.9 7.0
1,322.7 4.0 3.4
Real Percent Change

2003* 2001-2002 2002-2003*
9,726.9 24 % 30 %
6,776.0 3.1 3.0
1,074.8 7.3 75
2,004.7 3.2 3.9
3,740.5 2.2 18
1,657.1 1.0 4.2
1,638.6 (3.5) 43
1,215.0 (5.7) 2.7
1,025.5 @7 5.6
211.7 (16.4) (6.5)
423.6 3.9 9.1
(37)  (108.9) (172.5)
1,074.9 (1.6) 1.5
1,606.9 3.7 3.8
1,771.7 4.4 34

663.4 7.5 8.2

3717 9.1 10.3

175.2 4.1 4.4

889.1 2.8 0.9

Source: U.S. Department of Commerce, Bureau of Economic
Analysis, and Global Insight




The growth rate for durable goods consumption was
4.1 percent, while the rate of growth for nondurable
goods was 5.9 percent, and the growth rate for services
consumption was 4.9 percent in 2003.

Real consumption increased by 3.0 percent in 2003
compared to a 3.1 percent increase in 2002. The
increase in real consumer spending was led by a 7.5
percent increase in the purchases of durable goods.
Leading the increase in durable goods purchases in
2003 were expenditures for computers, which
increased by 31.3 percent. Durable goods are products
with an expected useful life of more than one year.

Nondurables are goods with an expected useful life of
one year or less. Expenditures on nondurable goods
increased by 3.9 percent in 2003 compared to a 3.2
percent increase in 2002. Leading the increase in
nondurable goods purchases in 2003 were
expenditures for pharmaceuticals, which increased by
8.0 percent. Expenditures for clothing followed those
for pharmaceuticals.  Clothing increased by 4.3
percent. Spending on electricity actually decreased 2.0
percent in 2003.

Total expenditures on services grew by 1.8 percent in
2003, which compares to a 2.2 percent increase in
2002. Housing expenditures rose 1.8 percent in 2003
following a 1.6 percent increase in 2002.
Expenditures for household operation increased 0.8
percent in 2003, compared to a 0.5 percent increase in
2003. The increase in spending on household
operations was led by increases in both natural gas
(4.8 percent) and telephone services (2.3 percent).
Expenditures on electricity declined 2.0 percent in
2003 after a 0.6 percent decrease in 2002.

In 2003, consumer expenditures for transportation
actually decreased by 0.8 percent following a 0.6
percent decrease in 2002. These numbers are largely
the result of continuing financial incentives offered by
vehicle manufacturers as well as reduced travel
patterns since the September 11, 2001 terrorist attacks.

However, personal expenditures on medical care rose
by 4.0 percent in 2003 after a 4.3 percent rise in 2002.
Personal business expenditures increased 1.3 percent
in 2003 after a 2.4 percent increase in 2002. Finally,
spending on recreation increased by 1.7 percent in
2003 compared to a 1.8 percent increase in 2002.
Table 1-3, which is shown in the next column, presents

U.S. real personal consumption expenditure growth for
2002 and 2003.

Business Investment. In nominal terms, overall
investment increased by 4.8 percent in 2003 after a
modest 0.5 percent increase in 2002. Specifically,
fixed investment rose by 5.3 percent. Nonresidential
investments increased 2.1 percent, while residential
investment surged 12.9 percent. This increase was
driven largely by low mortgage interest rates.

Table 1-3
U.S. Personal Consumption Expenditure Growth
Percent Change, Seasonally Adjusted, 2002-2003
Expenditures
2002 2003
Personal Consumption 31 % 3.0 %

Durables 7.3 75
Motor Vehicles & Parts 5.6 6.3
Furniture & Appliances 10.1 8.7
Computers 38.4 31.3
Software 11.7 13.8
Other Furniture 7.8 6.7
Other Durables 6.0 7.9
Opthalmic Goods 2.0 1.0
Nondurables 3.2 3.9
Clothing & Shoes 5.7 4.3
Food & Beverages 17 4.1
Gasoline & Qil 45 11
Fuel Oil & Coal 0.8 1.7
Other Nondurables 41 4.3
Tobacco (1.8) (2.4)
Drugs & Medicines 7.0 8.0
Services 2.2 1.8
Housing 1.6 1.8
Household Operation 0.5 0.8
Natural Gas 6.1 4.8
Electricity (0.6) (2.0)
Telephony 1.3 2.3

Other Utilities (2.2) (1.8)
Transportation (0.3) (0.8)
Leasing (5.9) (14.7)
Other Transportation 1.4 1.6
Medical 4.3 4.0
Recreation 1.8 1.7
Personal Business 24 1.3
"Free" Financial 2.9 2.3
Other Financial 2.1 0.7

Other Services 1.8 (0.6)

Source: Global Insight



Real overall business investment increased by 4.2
percent in 2003, following a 1.0 percent increase in
2002. Specifically, fixed investments rose by 4.3
percent in 2003, following a 3.5 percent decline in
2002. Nonresidential investment increased 2.7
percent, while residential investment surged 9.1
percent. Within nonresidential investment, equipment
spending rose 5.6 percent, while spending on
structures actually fell 6.5 percent.

International Trade. In nominal terms, exports
increased 3.8 percent, while imports rose by 8.0
percent in 2003. In real terms, exports increased by
1.5 percent in 2003 following a 1.6 percent decrease in
2002. On the other hand, real imports rose by 3.8
percent in 2003, following a 3.7 percent increase in
2002. The result was that real net exports recorded an
increasing trade deficit of over $500.0 billion in 2003.

Government Expenditures. Nominal government
spending increased 6.2 percent in both 2002 and 2003.
In real terms, government spending increased by 3.4
percent, which is lower than the 4.4 percent increase in
2002. Specifically, federal government expenditures
increased 8.2 percent in 2003, which is greater than the
7.5 percent increase in 2002. National defense
expenditures rose by 10.3 percent in 2003 compared to
a 9.1 percent increase in 2002. Much of this increase
was due to spending for homeland security and
operations in Afghanistan and Iraq in the aftermath of
the September 11th terrorist attacks.

Non-defense expenditures increased 4.4 percent in
2003 following a 4.1 percent increase in 2002. At the
state and local government level, expenditures
increased at a 0.9 percent rate in 2003 compared to a
2.9 percent increase in 2002.

Personal Income. Personal income is the dollar value
of income available to households for consumption
expenditures. Nominal personal income grew from
$8.9 trillion in 2002 to $9.2 trillion in 2003, which
represents a 3.2 percent growth rate. In 2002, the
growth rate was 2.7 percent.

To derive total personal income, salaries and wages,
other labor, proprietors’ income, rental income,
personal dividend income, personal interest income,
and transfer payments are summed. From this sum,
personal contributions for social insurance and
personal taxes are deducted. The result is disposable

personal income. Figure 1-7 presents U.S. personal
income growth from 1970 through 2004.

Figure 1-7

U.S. Personal Income Growth
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The first category of total personal income is salaries
and wages. Salaries and wages increased by 2.0
percent in 2003, which is higher than the 0.9 percent
growth rate in 2002. Other labor income increased 6.0
percent in 2003, compared to 7.1 percent growth in
2002.

Farm proprietors’ income rose 49.6 percent in 2003
compared to a 32.3 percent decline in 2002. Nonfarm
proprietors’ income increased 7.5 percent in 2003
following a 4.9 percent increase in 2002. Rental
income fell by 11.5 percent in 2003, compared to a 3.3
percent increase in 2002. Dividend income rose 6.7
percent in 2003, compared to a 6.0 percent increase in
2002. Interest income in 2003 increased 0.3 percent,
following a 1.2 percent decrease in 2002. Finally,
transfer payment growth slowed to 6.5 percent,
following a 10.0 percent growth rate in 2002.

Disposable personal income, that is, personal income
less personal taxes, rose by 4.5 percent in 2003
compared to a 5.6 percent increase in 2002. In real
terms, disposable personal income increased by 2.5
percent in 2003 compared to a 4.2 percent increase in
2002.  Personal contributions increased at a 3.0
percent rate in 2003 compared to a 3.2 percent rate in
2002. Table 1-4, which is shown on the following
page, presents U.S. personal income and growth from
2002 to 2003. The table shows both the nominal value
and the percent change.

Personal Savings. Personal savings is derived by
subtracting personal outlays from disposable personal



Table 1-4

U.S. Personal Income Growth, 2002-2003
(Dollars in Billions)

Percent Change

2003*  2001-2002 2002-2003

Personal Income 9,209.9 27 % 32 %
Salaries & Wages 5,097.4 0.9 2.0
Private 4,208.2 0.1 1.6
Government 889.2 5.2 43
Other Labor Income 647.4 7.1 6.0

Proprietors' Income

Farm 19.3 (32.3) 49.6
Nonfarm 799.7 4.9 7.5
Rental Income 126.0 3.3 (11.5)
Personal Dividend Inc. 462.8 6.0 6.7
Personal Interest Inc. 1,081.4 1.2) 0.3
Transfer Payments 1,371.7 10.0 6.5

Less:
Personal Contributions
for Social Insurance 395.6 3.2 3.0
Pers. Tax and

Nontax Payments 1,046.6 (13.9) (5.9)
Equals:
Disposable Personal Inc. 8,163.3 5.6 4.5
Less:
Personal Consumption
Expenditures 7,673.6 4.5 5.1
Interest 186.2 (8.3) 1.2)
Pers. Foreign Transfers 33.6 3.9 4.0
Equals:
Personal Saving 269.9 1.4 (0.4)
Personal Saving Rate (%) 3.3 1.4 0.4)
Real Disposable Pers. Inc. 7,208.3 4.2 25

* Estimated

Source: U.S. Department of Commerce, Bureau of Economic
Analysis, and Global Insight

income. In 2003, disposable personal income was
$8,163.3 billion and total personal outlays were
$7,673.6 billion. The result was personal savings of
$269.9 billion in 2003. This level of personal savings
represents a decrease of 0.4 percent from the 2002
level. In 2002, personal savings realized a 1.4 percent
increase. Similarly, the personal savings rate in 2003
was 3.3 percent, which is a 0.4 percentage point
decrease from 2002.

Inflation & Prices. In general, inflation has been less
than 4.0 percent since 1992. Inflation can be measured
using several methods. Two specific methods are to
use the Consumer Price Index for AIll Urban

Consumers (CPI-U) and the Gross Domestic Product
(GDP) Price Index. In 2003, inflation, as measured by
the CPI-U, remained very low at 1.7 percent compared
to 1.6 percent in 2002. Inflation, as measured by the
GDP Price Index, stood at 2.0 percent in 2003
compared to 1.4 percent in 2002. Table 1-5 presents
price changes in various sectors of the economy as
measured by components of the GDP Price Index for
2002 and 2003.

Table 1-5
U.S. Personal Consumption Price Changes
Percent Change, Seasonally Adjusted, 2002-2003
Prices
2002 2003
Personal Consumption 14 % 20 %
Durables (2.8) (3.1)
Motor Vehicles & Parts (1.5) (1.6)
Furniture & Appliances (5.4) (5.9)
Computers (25.0) (21.0)
Software (6.5) (8.7)
Other Furniture (3.9 (4.3)
Other Durables (1.0) (1.8)
Opthalmic Goods 0.7 (0.0
Nondurables 0.4 1.9
Clothing & Shoes 2.7) (2.3)
Food & Beverages 2.0 2.0
Gasoline & Qil (6.6) 16.0
Fuel Oil & Coal (10.0) 19.9
Other Nondurables 1.7 (0.1)
Tobacco 8.5 1.7
Drugs & Medicines 3.8 2.7
Services 2.7 3.0
Housing 3.9 25
Household Operation (0.8) 41
Natural Gas (14.7) 23.6
Electricity (1.0) 2.8
Telephony (0.3) .7
Other Utilities 6.7 5.3
Transportation 2.0 2.3
Leasing (1.8) (2.6)
Other Transportation 4.6 3.5
Medical 2.7 2.7
Recreation 3.0 3.2
Personal Business 2.3 2.9
"Free" Financial 0.1 2.6
Other Financial 3.9 3.1
Other Services 4.2 4.9

Source: Global Insight



Based on components of the GDP Price Index, the
price of durable goods fell by 3.1 percent in 2003,
which is an even greater decline than the 2.8 percent
decrease that occurred in 2002.

The cost of furniture and appliances, computers, and
software all declined in 2002. The cost of furniture
and appliances declined 4.3 percent in 2003, following
a 3.4 percent decline in 2002. The cost of computers
dropped 21.0 percent in 2003 following a 25.0 percent
drop in 2002. In addition, the cost of computer
software declined by 8.7 percent in 2003 compared to
a 6.5 percent decline in 2002.

The cost of nondurable goods increased slightly in
2002. The increase was 1.9 percent compared to a 0.4
percent increase in 2002. The increase in the cost of
nondurable goods was fueled by increases in fuel oil
and coal costs, as well as gasoline and oil costs. First,
the cost of fuel oil and coal surged 19.9 percent in
2003, following a 10.0 percent decline in 2002.
Second, the cost of gasoline and oil rose 16.0 percent
in 2003, compared to a 6.6 percent decline in 2002.

The cost of clothing and shoes actually decreased 2.3
percent in 2003 following a 2.7 percent decrease in
2002. The cost of food and beverages increased at a
2.0 percent rate in both 2002 and 2003. The cost of
drugs and medicine increased 2.7 percent in 2003
compared to a 3.8 percent increase in 2002.

Aside from goods, services are the other major
category of consumption. The cost of services
increased at a 3.0 percent rate in 2003, compared to a
2.7 percent increase in 2002. Specifically, the cost of
housing increased at a 2.5 percent rate in 2003,
compared to a 3.9 percent increase in 2002.

The cost of household operation increased 4.1 percent
in 2003, after a 0.8 percent decrease in 2002. The cost
of natural gas prices surged 23.6 percent in 2003,
following a 14.4 percent decline in 2002. The cost of
electricity increased 2.8 percent in 2003 compared to a
1.0 percent decrease in 2002. Finally, the price of
telephone services continued to fall in 2003. These
services decreased 1.7 percent in 2003 after a 0.3
percent decrease in 2002.

Other cost increases also occurred in transportation,
medical care, and recreation. The cost of
transportation increased 2.3 percent in 2003, slightly
more than the 2.0 percent increase in 2002. The cost

of medical care increased at a 2.7 percent rate in both
2002 and 2003. The cost of recreation increased 3.2
percent in 2003, a little more than the 3.0 percent
increase in 2002. The cost of personal business
services increased 2.9 percent in 2003 after a 2.3
percent increase in 2002.

Productivity.  One major factor contributing to
holding inflation in check in recent years has been
strong productivity growth. Although, productivity
growth slowed markedly to 4.2 percent in 2003,
productivity grew at a 5.3 percent rate in 2002.

2004 U.S. Economic Outlook

Significantly higher growth, slightly higher inflation,
and a declining unemployment rate are forecasted for
the U.S. economy during 2004. The national
economic expansion that began in 1991 came to a halt
in March 2001, and the economy took a downturn.
For the first five years of the economic expansion, real
GDP grew at a rate very close to its long-run historical
average of 2.8 percent. Then, between 1997 and 2000,
real GDP growth was greater than 4.0 percent.
Although the recovery has been a sluggish one until
the third quarter of this year, the downturn was mild
and short in duration in historical terms.

Four commonly cited predictors of future economic
performance are the Composite Index of Leading
Economic Indicators, the Consumer Confidence Index,
the Index of Consumer Sentiment, and the Index of
Consumer Expectations. The Composite Index of
Leading Economic Indicators and the Consumer
Confidence Index are compiled by the Conference
Board, which is a private, not-for-profit organization
that conducts business and economic research and
forecasting.  The Composite Index of Leading
Economic Indicators is a composite index of ten
leading economic indicators that reach cyclical turning
points before the actual turning point occurs in the
economy as a whole. Each series included in the
composite Index of Leading Indicators is selected
because of its performance on six important
characteristics, including economic significance,
statistical adequacy, consistency of timing at business
cycle peaks and troughs, conformity to business
expansions and contractions, smoothness, and prompt
availability.



The Consumer Confidence Index is based on the
Consumer Confidence Survey, which is compiled from
a representative sample of 5,000 U.S. households. The
Index of Consumer Sentiment and the Index of
Consumer Expectations are compiled by the Survey
Research Center at the University of Michigan. These
indices focus on how consumers view prospects for
their own financial situation, how they view prospects
for the general economy over the near term, and their
view of prospects for the economy over the long term.
Figure 1-8 presents these indices for 2003.

Figure 1-8

U.S. Economic Indicators
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Through October, the Composite Index of Leading
Economic Indicators trended upward for most of the
year. Similarly, the Expectations Index, the Consumer
Sentiment Index, and the Consumer Confidence Index
all surged in April and have remained stable for most
of the year. This trend indicates that economic growth
should increase in the future.

In 2004, nominal GDP is expected to increase by 6.5
percent, while real GDP is forecasted to increase 4.7
percent, after 3.0 percent real growth in 2003. The
unemployment rate is expected to drop to 5.7 percent
in 2004. Nominal personal income also is forecasted
to increase 5.0 percent in 2004, up from 3.2 percent
growth in 2003. However, inflation as measured by
the CPI-U is expected to increase slightly to 2.5
percent in 2004 compared to 1.7 percent in 2003.

Gross Domestic Product. The robust growth in the
U.S. economy prior to the recent downturn was driven
by strong consumer spending fueled largely by the
rapid growth in stock market wealth. Compared to
2002, the stock market was markedly less volatile in

2003 and the Dow-Jones Industrial Average actually
surged above the 10,000 level late in the year.
However, continuing uncertainty in the Middle East
may keep the stock market somewhat volatile in 2004.
Table 1-6 shows nominal and real U.S. GDP composi-
tion and growth estimates for 2003 and 2004 forecasts.

Table 1-6

U.S. GDP Composition & Growth, 2003-2004
(Dollars in Billions)
Nomimal Percent
2003* 2004** Change
Gross Domestic Prod. 10,939.2 11,646.5 6.5 %
Consumption 7,673.6 8,076.1 5.2
Durables 907.4 942.6 3.9
Nondurables 2,240.0 2,335.2 4.2
Services 4,526.2 4,798.4 6.0
Investment 1,669.1 1,879.0 12.6
Fixed 1,674.2 1,827.5 9.2
Nonresidential 1,141.3 1,264.1 10.8
Equipment 884.6 995.2 12.5
Structures 256.7 268.9 4.8
Residential 532.9 563.4 5.7
Chng. in Invent. (5.1) 51.5 1,103.9
Exports 1,053.9 1,164.5 10.5
Imports 1,553.2 1,671.6 7.6
Government 2,095.9 2,198.5 4.9
Federal 773.2 832.6 7.7
Nat. Defense 509.7 554.3 8.7
Nondefense 263.5 278.3 5.6
State and Local 1,322.7 1,365.9 3.3
Real
($Chained 1996) Percent
2003* 2004** Change
Gross Domestic Prod. 9,726.9 10,183.7 47 %
Consumption 6,776.0 7,019.0 3.6
Durables 1,074.8 1,139.9 6.1
Nondurables 2,004.7 2,079.5 3.7
Services 3,740.5 3,853.3 3.0
Investment 1,657.1 1,844.7 11.3
Fixed 1,638.6 1,775.0 8.3
Nonresidential 1,215.0 1,338.7 10.2
Equipment 1,025.5 1,156.6 12.8
Structures 211.7 214.5 1.3
Residential 423.6 436.3 3.0
Chng. in Invent. 3.7) 51.1 1,468.9
Exports 1,074.9 1,175.6 9.4
Imports 1,606.9 1,722.6 7.2
Government 1,771.7 1,824.8 3.0
Federal 663.4 700.6 5.6
Nat. Defense 371.7 397.8 7.0
Nondefense 175.2 181.4 35
State and Local 889.1 899.8 1.2
*Estimated
**Forecasted

Source: U.S. Department of Commerce, Bureau of Economic
Analysis, and Global Insight



Consumption.  Since the last recession in 1991,
consumption, or consumer spending, consistently
increased at a more rapid pace than disposable income
increased. The result was that the savings rate
continued to fall. The decline implies that most of the
spending growth was supported by capital gains
returns and/or consumer credit. After a one year
increase in 2002, the level of personal savings in 2003
decreased by 5.6 percent the personal savings rate fell
from 3.7 percent to 3.3 percent. In 2004, personal
savings are expected to increase by 18.7 percent
resulting in a personal savings rate of 3.7.

During the unprecedented economic expansion, a tight
labor market and low inflation allowed consumers to
realize significant gains in real purchasing power.
Real disposable income is expected to increase 4.0
percent in 2004 after 2.5 percent growth in 2003. Real
consumer spending is expected to increase 3.6 percent
in 2004 after a 3.0 percent increase in 2003. This
trend will be supported largely by a 6.1 percent
increase in durable goods consumption. Table 1-7 is
shown in the next column and presents U.S. Personal
Consumption Expenditure Growth estimates for 2003
and the forecasts for 2004.

Within the durable goods category, the key growth
sector in recent years has been computers. Although
spending on computers is still the primary driver of
consumer spending on durables, the growth in
expenditures on computers is expected to slow slightly
from 31.3 percent in 2003 to 28.5 percent in 2004.
Likewise, spending on software is expected to
continue to be strong. Software expenditures are
expected to increase 13.3 percent in 2004, which is
slightly lower than the 13.0 percent increase in 2003.
Significantly, purchases of automobiles are expected
to drop back to a 2.3 percent rate of increase in 2004
as many of the manufacturer sponsored low interest
rate financing offers expire, compared to a 6.3 percent
increase in 2003.

Expenditures for nondurable goods are forecasted to
increase 3.7 percent in 2004. This increase is slightly
less than the increase in 2003 of 3.9 percent. Increases
in expenditures on pharmaceuticals (8.3 percent) and
clothing and shoes (5.2 percent) are expected to lead
the sector. Food and beverage expenditures are
expected to increase 2.5 percent, while expenditures
on gasoline and oil are expected to increase 4.3
percent, and expenditures on fuel oil and coal are
expected to decrease 2.6 percent.

Table 1-7

U.S. Personal Consumption Expenditure Growth
Percent Change, Seasonally Adjusted, 2003-2004
Expenditures
2003 2004
Personal Consumption 30 % 3.6 %

Durables 7.5 6.1
Motor Vehicles & Parts 6.3 2.3
Furniture & Appliances 8.7 10.6
Computers 31.3 28.5
Software 13.8 13.3
Other Furniture 6.7 9.0
Other Durables 7.9 6.1
Opthalmic Goods 1.0 5.0
Nondurables 3.9 3.7
Clothing & Shoes 4.3 5.2
Food & Beverages 4.1 25
Gasoline & Oil 11 4.3
Fuel Oil & Coal 1.7 (2.6)
Other Nondurables 4.3 5.2
Tobacco (2.4) (1.6)
Drugs & Medicines 8.0 8.3
Services 1.8 3.0
Housing 1.8 15
Household Operation 0.8 3.9
Natural Gas 4.8 0.4
Electricity (2.0) 4.9
Telephony 2.3 6.2
Other Utilities (1.8) 2.1
Transportation (0.8) 2.0
Leasing (14.7) 4.7
Other Transportation 1.6 35
Medical 4.0 4.3
Recreation 1.7 4.2
Personal Business 1.3 34
"Free" Financial 2.3 1.8
Other Financial 0.7 4.4
Other Services (0.6) 1.8

Source: Global Insight

Expenditures for services also are forecasted to
increase in 2004. The expected increase for 2004 is
3.0 percent, higher than the 1.8 percent increase in
2003.

Housing expenditures are expected to increase by 1.5
percent in 2004, slightly less than the 1.8 percent rate
in 2003, while expenditures for housing operations are
expected to rise 3.9 percent in 2004, compared to a 0.8
percent increase in 2003. Within housing operations,
electricity consumption is estimated to increase 4.9



percent in 2004, after a 2.0 percent decrease in 2003,
while telephone service consumption is expected to
rise 6.2 percent in 2004, following a 2.3 percent
increase in 2003. The consumption of natural gas is
anticipated to rise only 0.4 percent in 2004, compared
to a 4.8 percent increase in 2003.

Other areas where expenditures are expected to
increase include medical care (4.3 percent), personal
business services (3.4 percent), recreation (4.2
percent), and transportation (2.0 percent).

Business Investment. Overall real business
investment is forecasted to surge 11.3 percent in 2004.
Specifically, fixed investment is expected to rise by
8.3 percent, nonresidential investment is anticipated to
surge 10.2 percent, while residential construction also
is estimates to increase 3.0 percent. Within
nonresidential investment, spending on equipment is
expected to surge 12.8 percent, while spending on
structures is anticipated to increase only 1.3 percent.

International Trade. Real trade exports are expected
by increase 9.4 percent in 2004 compared to a 1.5
percent decrease in 2003. Meanwhile, real trade
imports are forecast to increase 7.2 percent in 2004
compared to a 3.8 percent increase in 2003. The result
is that real trade deficit is likely to continue to remain
at a level over $500.0 billion in 2004.

Government  Expenditures. In real terms,
government expenditures are estimated to increase by
3.0 percent in 2004. The two major categories of
government spending are federal expenditures and
state and local expenditures. In 2004, total federal
government expenditures are estimated to increase by
5.6 percent. Specifically, national defense
expenditures are anticipated to increase by 7.0 percent,
while nondefense expenditures are expected to
increase by 3.5 percent. Most of the increase in
federal government spending may be attributed to
increases in  homeland security and military
expenditures. State and local government
expenditures are forecasted to increase by 1.2 percent.

Personal Income. In 2004, personal income in the
U.S. is forecasted to grow at a 5.0 percent rate.
Salaries and wages are expected to increase 4.6
percent, while other labor income is expected to
increase 5.1 percent. Farm proprietors’ income is

expected to increase by 25.1 percent, while nonfarm
proprietors’ income is expected to increase 8.4
percent. In addition, increases also are anticipated in
rents (16.7 percent) and dividends (6.5 percent), and
interest earnings (2.0 percent). Transfer payments are
expected to increase by 5.1 percent. Social insurance
contributions are projected to increase 4.4 percent.

Disposable personal income is expected to increase by
5.7 percent in 2004. In real terms, disposable personal
income will realize a 4.0 percent increase. Table 1-8
presents the categories of U.S. Personal Income
Growth for 2003 and 2004.

Table 1-8
U.S. Personal Income Growth, 2003-2004
(Dollars in Billions)
Percent
2003* 2004** Change
Personal Income 9,209.9 9,674.3 50 %
Salaries & Wages 5,097.4 5,331.6 4.6
Private 4,208.2 4,412.9 4.9
Government 889.2 918.7 3.3
Other Labor Income 647.4 680.6 5.1
Proprietors' Income
Farm 19.3 241 251
Nonfarm 799.7 866.7 8.4
Rental Income 126.0 147.1 16.7
Personal Dividend Inc. 462.8 492.8 6.5
Personal Interest Inc. 1,081.4 1,103.0 2.0
Transfer Payments 1,371.7 1,441.2 5.1
Less:
Personal Contributions
for Social Insurance 395.6 412.8 4.4
Pers. Tax and
Nontax Payments 1,046.6 1,045.7 0.1)
Equals:
Disposable Personal Inc. 8,163.3 8,628.6 5.7
Less:
Personal Consumption
Expenditures 7,673.6 8,076.1 52
Interest 186.2 196.2 54
Pers. Foreign Transfers 33.6 35.8 6.8
Equals:
Personal Saving 269.9 320.4 18.7
Personal Saving Rate (%) 3.3 3.7 0.4
Real Disposable Pers. Inc. 7,208.3 7,498.9 4.0
* Estimated
** Forecasted

Source: U.S. Department of Commerce, Bureau of Economic
and Global Insight



Personal Savings. The level of personal savings is
forecast to increase 18.7 percent to $320.4 billion in
2004. The rate of personal savings is expected to
increase from 3.3 percent in 2003 to 3.7 percent in
2004.

Inflation & Prices. Inflation is forecasted to increase,
but remain low in 2004. As measured by the CPI-U,
inflation is forecasted to be 2.5 percent. As measured
by GDP Price Index, inflation is expected to be 1.6
percent.

The cost of durable goods is expected to decrease by
2.1 percent in 2004. Specifically, the cost of
computers is anticipated to continue to decline,
dropping 17.1 percent in 2004. The cost of computer
software also is estimated to drop by 6.1 percent, and
the cost of furniture is estimated to decrease by 3.3
percent in 2004. The cost of automobiles is also
expected to decrease in 2004. However, the decrease
is anticipated to be only 0.8 percent.

In 2004, the cost of nondurable goods is forecasted to
increase slightly. The estimate is for a 0.5 percent
increase in 2004. The cost of gasoline and oil (-11.2
percent), fuel oil and cost (-8.3 percent) and clothing
and shoes (-0.1 percent) are expected to decrease,
while the cost of drugs and medicines (3.2 percent)
and food and beverages (2.5 percent) are expected to
increase.

Services are the other major category of consumption.
In 2004, the cost of services is anticipated to increase
by 2.9 percent. The cost of housing is expected to
increase 2.4 percent, while the cost of housing
operation is expected to decrease 0.2 percent. Within
housing operation, the cost of telephone service (-2.1
percent), natural gas (-1.7 percent), and electricity
(-0.9 percent) are all forecasted to decrease. However,
the cost of transportation services is expected to
increase 2.9 percent. Medical services are expected to
experience a 3.7 percent increase. Finally, the cost of
business services is forecasted to increase 3.4 percent
and the cost of recreation is expected to increase 3.0
percent. Table 1-9, which is shown in the next
column, presents price changes for 2003 and 2004 in
various sectors of the economy as measured by the
GDP Price Index.

Productivity. Productivity is expected to grow in
2004, but at a slower pace than 2003’s growth rate of
4.2 percent. Productivity growth is expected to 3.5
percent in 2004. However, industrial production is

Table 1-9

U.S. Personal Consumption Price Changes
Percent Change, Seasonally Adjusted, 2003-2004
Prices
2003 2004
Personal Consumption 20 % 16 %
Durables (3.1) (2.1)
Motor Vehicles & Parts (1.6) (0.8)
Furniture & Appliances (5.9 (4.6)
Computers (21.0) (17.1)
Software (8.7) (6.1)
Other Furniture (4.3) (3.3)
Other Durables (1.8) (0.6)
Opthalmic Goods (0.0 1.2
Nondurables 1.9 0.5
Clothing & Shoes (2.3) (0.1)
Food & Beverages 2.0 25
Gasoline & Oil 16.0 (11.2)
Fuel Oil & Coal 19.9 (8.3)
Other Nondurables (0.1) 1.1
Tobacco 1.7 3.3
Drugs & Medicines 2.7 3.2
Services 3.0 2.9
Housing 25 24
Household Operation 4.1 (0.2)
Natural Gas 23.6 (1.7
Electricity 2.8 (0.9
Telephony 1.7 (2.1)
Other Utilities 5.3 2.5
Transportation 2.3 2.9
Leasing (2.6) 0.9)
Other Transportation 35 3.2
Medical 2.7 3.7
Recreation 3.2 3.0
Personal Business 2.9 34
"Free" Financial 2.6 4.0
Other Financial 3.1 3.0
Other Services 4.9 4.0

Source: Global Insight

expected to increase by 4.7 percent in 2004, following
a 0.2 percent decrease in 2003. Factories are expected
to be operating at 77.6 percent of capacity in 2004
compared to 75.9 percent in 2003.



Chapter 2

Kansas Employment & Income

Overview

Although the national economy is expected to rebound
significantly in 2004, the Kansas economy is expected
to recover more slowly. Overall, the Kansas economy
is expected to experience modest growth in 2004,
Gross State Product (GSP) is forecasted to increase by
4.8 percent and personal income is expected to
increase by 4.5 percent. Table 2-1 presents major
Kansas economic trends for 2003 and 2004.

Table 2-1
Major Kansas Economic Trends
2003 2004

GSP Growth ($ Constant) 34 % 48 %
Personal Income Growth ($ Current) 3.0 4.5
Employment Growth Rate

Place of Residence 2.7 0.8

Place of Work 0.1) 0.5
Unemployment Rate (Monthly Average) 5.0 4.9

Personal income growth will be sustained by growth in
salaries and wages (5.7 percent); dividends, interest,
and rent (5.3 percent); and non-farm proprietors’
income (5.2 percent). Personal contributions for social
insurance are expected to rise by 3.4 percent in 2004
and transfers are expected to increase 2.7 percent.
These increases will be offset somewhat by decreases
in other labor income, which is expected to fall by 3.3
percent, and farm proprietors’ income. It is expected
to fall 2.4 percent.

Like personal income, employment is expected to
increase in 2004. Specifically, employment by place
of residence is forecasted to increase by 0.8 percent,
while employment by place of work is forecasted to
increase by 0.5 percent.

The unemployment rate is expected to decrease
slightly in 2004, with the unemployment rate in

Kansas remaining well below the national rate. The
unemployment rate is expected to decrease from 5.0
percent in 2003 to 4.9 percent in 2004.

In spite of ongoing cuts in manufacturing employment,
the Kansas economy maintained positive job growth in
2003. Although employment growth was experienced
during 2003, the state’s economic recovery is
proceeding at a slower rate than the nation as a whole.

Although it has been two years since the September
11th terrorist attacks, the effects are still being felt in
the aircraft manufacturing sector, which has been
affected severely since that time. Over 20.0 percent of
the manufacturing jobs in Kansas are related to aircraft
production. Despite the decreases in aircraft
manufacturing, overall employment in the state has
continued to grow. This increase is contrary to the
result in many states that have been affected less
severely by the events of September 11.

In 2003, employment growth was experienced in farm
employment (18.5 percent), natural resources (6.3
percent), finance (2.5 percent), construction (2.2
percent), education and health services (1.7 percent),
trade, transportation, and utilities (1.3 percent), and
government (0.6 percent). The growth in construction
employment has been fed largely by ongoing state
highway projects, numerous school bond projects
across the state, and residential construction that has
been fueled by historically low interest rates.

Service sector employment growth in 2003 was
sustained by the ongoing demand for educational and
health professionals. Despite that strong demand,
employment declines were experienced during 2003 in
manufacturing (-2.9 percent), information (-2.2
percent), professional and technical services (-1.1
percent), and leisure and hospitality (-0.7 percent).
Rocked by the MCI/WorldCom accounting scandal
last year and an overcapacity in the market,
telecommunications companies continued to cut their
workforces in 2003. Southwestern Bell Corp. (SBC)
and Sprint have both reduced their workforces since
last year.



Although Kansas is expected to experience job growth
in the coming years, the level of growth will continued
to be lower than that experienced during the robust
growth in the late 1990s. Overall growth in the
manufacturing sector will depend on the fortunes of
the state’s aircraft manufacturers. Boeing deliveries
for 2003, estimated at 280 airplanes, is just over half of
the 527 aircraft that were delivered in 2001. Boeing is
likely to end 2003 with its fewest orders for new jets
since 1994, when it could manage only 125 net orders.
Boeing could find the prospects for selling new planes
even worse in 2004 as a result of the prolonged
industry downturn. Airbus SAS, based in Toulouse,
France, has been getting more orders than Chicago-
based Boeing and may deliver more aircraft this year
for the first time.

On the up side, the Governor signed a law providing
for the issuance of $500.0 million in bond financing
that Boeing may use to begin to design and build
major components of the 7E7. In November 2003,
Boeing confirmed that its Wichita plant will build that
aircraft’s flight deck and forward section. To date,
Wichita appears to have captured more 7E7 structural
work than any other Boeing site. Earlier estimates put
employment at between 1,000 and 1,200 jobs in
Wichita if full-production of the 7E7 came to that
facility.

In addition, Boeing is confident that allegations of
improprieties concerning the company’s negotiations
with the Pentagon will be resolved quickly. The
Pentagon is negotiating with Boeing to lease and/or
purchase 100 converted 767 jetliners for the Air Force
to use as aerial refueling tankers to replace some of its
aging KC-135 fleet. Much of the work is likely to be
completed in Boeing’s Wichita facility, with deliveries
expected to begin in 2005.

Nevertheless, it is the growth in the services sector that
will lead employment growth over the next few years.
As the proportion of older residents grows,
employment in health services will also increase.
Trade employment also is expected to make a
significant contribution to future employment growth.

The greatest risk to the economic recovery in Kansas
during 2004 will continue to be the lingering aftermath
of the events of September 11. A report by the Milkin
Institute identified Wichita as being one of the

metropolitan economies that has been the most
severely affected by the September 11 terrorist attacks.
In the Wichita area, over 80.0 percent of the
manufacturing jobs are aircraft related. Bombardier,
Cessna, and Raytheon, in addition to Boeing, also
have announced workforce adjustments. If travel
demand remains soft, many of the jobs lost in the
aircraft manufacturing sector may be slow to return.

The report also identified the Kansas City and Topeka
areas as being significantly affected by September
11th. The Kansas City area was identified as being
potentially  vulnerable because of its high
concentration of telecommunications workers. Sprint,
which is based in Overland Park, has struggled to
reduce its costs to compete more effectively with the
bigger long-distance operators AT&T and MCI.

Sprint is the Kansas City metro area’s largest
employer, with more than 19,000 workers locally and
68,000 worldwide. However, those numbers will be
decreased once again following the announcement in
November that an additional 2,000 jobs will be cut,
with about 400 of those being in the Kansas City area.
A series of Sprint layoff announcements in the last two
years has reduced the company’s net area employment
by more than 3,000, which does not include an
undisclosed number of contract employees. The
Topeka area also was cited as being vulnerable
because of its concentration of railroad workers.

Those layoffs are expected to be offset by new jobs
both in services and retailing that are associated with
the growth in new businesses located in close
proximity to the Kansas International Speedway near
Kansas City. Additionally, construction employment
is likely to continue receiving a major boost in the
future with the continuance of the $13.3 billion state
comprehensive transportation program and many
school bond construction programs. Considering all of
these factors, the Kansas economy is expected to
continue with its modest recovery in 2004.

Kansas Employment Review

Employment data are compiled in two ways: by place
of residence and by place of work. The first
compilation, or employment by place of residence, is
based on a sample survey of households. From the



sample survey, the civilian labor force is determined.
Once the civilian labor force is determined, then
employment, unemployment, and the unemployment
rate are derived. Others, such as children, retirees,
military personnel, and those who are not actively
seeking work, are not considered to be part of the
civilian labor force. Table 2-2 presents Kansas
employment by place of residence for 2002 and 2003.

Table 2-2
Kansas Employment, by Place of Residence
October 2002-October 2003
%
2002 2003 Chng.

Place of Residence Data

Civilian Labor Force 1,426,734 1,478,533 36 %
Employment 1,352,914 1,409,452 4.2
Unemployment 73,820 69,081  (6.4)
Unemployment Rate 5.2 47 (0.5

Source: KS Dept. of Human Resources, Labor Market Info. Servs.

The second compilation is based on employment by
place of work. For this compilation, data are compiled
from information primarily obtained directly from
firms as part of the unemployment insurance program.
Place of work data are further categorized by industry.
Table 2-3 shown in the next column, presents Kansas
employment by place of work for 2002 and 2003. The
information is presented using the new North
American Industry Classification System (NAICS).

2002 and 2003 are the first years that the new NAICS
is being used solely for labor market reporting, rather
than the previously used Standard Industrial
Classification (SIC) system. It is important to note
that most of the tables and figures, as well as
Appendix A, have been substantially reformatted to
accommodate the transition from SIC to NAICS.

NAICS was developed jointly by the U.S., Canada,
and Mexico in conjunction with the North American
Free Trade Agreement (NAFTA) to provide new
comparability in statistics about business activity
across North America. NAICS groups the economy
into 20 broad sectors. The SIC system used ten
divisions. Many of the new NAICS sectors reflect
recognizable parts of the old SIC divisions. The
NAICS sectors of “utilities” and “transportation” were
part of the old SIC division entitled “transportation,
communications, and utilities.” Similarly, the SIC

Table 2-3

Kansas Employment, By Place of Work
October 2002-October 2003

Place of Work Data
All Industries
Goods Producing Ind.
Natural Resources
Mining
Construction
Manufacturing
Durable Goods
Fabricated Metal
Machinery.
Elect. Equipment
Trans. Equip.
Aerospace Prod.
Non-Durable Goods
Food Mfg.

Animal Slaughter.
Print. & Rltd. Prod.
Plastics & Rubber

Service Producing Ind.
Trade, Trans.
Wholesale Trade
Retail Trade

Motor Vehicles

Grocery Stores

Gen. Merchandise

Trans, Warehouse
Utililties
Electric Power Trans.
Trans. & Warehouse
Truck Trans.
Information
Telecommunications
Finance
Finance & Insurance
Real Estate
Prof. & Tech. Services
Prof. & Science
Mgmt., Commun.
Administrative
Edu. & Health Services
Educational
Health Care & Serv.
Hospitals
Leisure & Hospitality
Arts & Entertain.
Amuse., Gambling
Accommodations
Food Services
Other Services
Government
Federal
State & Local
Farm Employment

%

2002 2003 Chng.

1,347,500 1,350,300 02 %

252,400 249,000  (1.3)
6,400 6,800 6.3
6,300 6,800 7.9
64,200 65,600 2.2
181,800 176,600  (2.9)
112,700 107,500  (4.6)
12,400 12,300  (0.8)
16,800 16,300  (3.0)
3,900 4,000 2.6
49,900 45300 (9.2
39,300 34,900  (11.2)
69,100 69,100 -
32,700 32,800 0.3
19,700 20,200 25
9,800 9,700  (1.0)
9,900 10,000 1.0
1,095,100 1,101,300 0.6
268,400 272,000 13
61,100 61,700 1.0
155200 156,400 0.8
19,600 19,700 05
21,400 21,000  (L.9)
36,300 36,600 0.8
52,100 53,900 35
6,900 7,400 7.2
4,900 5,100 4.1
45,200 46,500 2.9
18,400 19,600 6.5
50,500 49400 (2.2
30,800 29700  (3.6)
69,200 70,900 25
54,200 55,700 2.8
15,000 15,200 1.3
127,300 125900  (1.1)
50,600 50,200  (0.8)
11,300 11,000  (2.7)
65,400 64,700 (1.1
158,800 161,500 17
14,700 15,300 4.1
144,100 146,200 15
42,400 43,000 1.4
109,600 108,800  (0.7)
13,600 14,500 6.6
10,300 10,900 5.8
96,000 94,300  (1.8)
86,200 86,000  (0.2)
53,800 53,800 -
257,500 259,000 0.6
26,000 25900  (0.4)
231,500 233,100 0.7
54,000 64,000 185

Source: KS Dept. of Human Resources, Labor Market Info. Serv.




division for “service industries” has been subdivided
to form several new sectors under NAICS.

Other NAICS sectors represent combinations of pieces
from more than one old SIC division. The new
“information” sector includes broadcasting and
telecommunications from the old SIC “transportation,
communications, and utilities” category. The NAICS
“information” sector includes publishing, which was
part of the SIC’s “manufacturing,” as well as software
publishing, data processing, information services, and
motion picture and sound recording, all of which were
part of the SIC “services industries” category. The
new NAICS *“accommodation and food services”
sector puts together the old SIC categories of hotels
and other lodging places from the service industries
and eating and drinking places from retail trade.

NAICS industries are identified by a six-digit code, in
contrast to the four-digit SIC code. The longer code
accommodates the larger number of sectors and allows
more flexibility in designating subsectors. It also
provides additional detail not necessarily appropriate
for all three NAICS countries. The international
NAICS agreement fixes only the first five digits of the
code. The sixth digit, where used, identifies
subdivisions of NAICS industries that accommodate
user needs in individual countries. Thus, six-digit U.S.
codes may differ from counterparts in Canada or
Mexico, but at the five-digit level they are
standardized.

Employment by Place of Residence

In 2003, the civilian labor force grew at a rate of 2.5

percent. Figure 2-1 presents trends in the Kansas
Figure 2-1
Kansas Civilian Labor Force Growth
oo ol 1. ﬂnﬂﬂ””[l
0 (o
Year

civilian labor force from 1979 through 2004. This
positive growth rate is slightly higher than the 2.2
percent increase experienced in 2002, but significantly
higher than the 1.7 percent and 1.8 percent declines
experienced in 2000 and 2001, respectively.

Using the civilian labor force as the base, other
information can be derived. Specifically, employment
in Kansas can be determined. Similar to the civilian
labor force, Kansas employment, as measured by place
of residence, grew much more rapidly during 2003
than in 2002. In 2003, Kansas employment grew at a
rate of 2.7 percent. This level of employment
compares to the 1.4 percent increase in 2002. Figure
2-2 presents Kansas employment trends by place of

Figure 2-2

Kansas Employment Growth
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residence from 1979 through 2004.

Other economic indicators that use the civilian labor
force as a base are overall unemployment and the
unemployment rate. In Kansas the average monthly
unemployment rate was 5.0 percent in 2003, down
slightly from 5.1 percent in 2002. Figure 2-3 presents
the Kansas unemployment rate from 1979 to 2004.

Figure 2-3

Kansas Unemployment Rate
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Employment by Place of Work

There are two broad classifications of employment by
place of work: the goods producing industries and the
services producing industries.  This section will
present an overview of employment in the goods
producing industries by subcategory, while the
following section will present employment in the
services producing industries in the same manner.

Compared to October a year ago, overall employment
in Kansas, as measured by place of work, increased at
a 4.2 percent rate. As can be seen from Figure 2-4,
although employment levels for much of 2003
remained below 2002 levels, the employment level
surged above the 2002 level in October 2003, which
includes the most recent data available at the time of
publication.

Figure 2-4

Employment by Place of Work

Kansas, 2002-2003
1360

=\
1350 =
P v
1340
/\
1330 \ py

1320 & w,

-
) w

Thousands

1310

1300

1290
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Month

Goods Producing Industries

As measured by place of work, employment in the
goods producing industries decreased 1.3 percent in
2003. There are three general categories within the
goods producing industries: natural resources and
mining, construction, and manufacturing.

Natural Resources & Mining. During 2003, natural
resources and mining employment increased 6.3
percent. Natural resources employment in 2003 ran
behind 2002 levels for first half of the year, but surged
above last year’s levels during the second half of the
year. Figure 2-5, which is shown in the next column,
presents monthly mining employment in 2002
compared to 2003.

Figure 2-5

Natural Resources Employment
Kansas, 2002-2003
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Construction. Construction employment grew at a
2.2 percent rate in 2003. This particular industry
sector is affected greatly by the seasons and the
weather. For this reason, it is important to remember
that when analyzing construction employment changes
the inherent seasonal nature of the industry should be
considered. Figure 2-6 presents trends in construction
employment in Kansas for 2002 and 2003. As shown
in this figure, monthly construction employment in
2003 has remained consistently above 2002 levels
since early in the year.

Figure 2-6

Construction Employment
Kansas, 2002-2003
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Manufacturing.  Manufacturing continued to be
sluggish in  2003. Manufacturing employment
declined by 2.9 percent in 2003. Monthly
manufacturing employment in 2003 has remained
consistently below 2002 levels. The 2.9 percent
decrease in manufacturing employment in Kansas
during 2003 is a result of ongoing layoffs at aircraft

production facilities in the Wichita area. Figure 2-7



presents trends in manufacturing employment for 2002
and 2003.

Figure 2-7

Manufacturing Employment
Kansas, 2002-2003
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Driving the downward trend in manufacturing
employment, durable goods manufacturing

employment declined 4.6 percent in 2003. Durable
goods are defined as goods with an expected useful
life of more than one year. Monthly durable goods
manufacturing employment in 2003 consistently has
remained below 2002 levels and has continued to trend
downward for most of the year. Figure 2-8 presents
the yearly trends in durable goods manufacturing
employment, by month, for both 2002 and 2003.

Figure 2-8
Durable Goods Employment
Kansas, 2002-2003
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Four important subcategories within the durable goods
manufacturing are fabricated metal, machinery,
electrical equipment, and transportation equipment.
Of these subcategories, only electrical equipment
manufacturing (2.6  percent) experienced an
employment increase during 2003. Transportation

equipment employment plunged 9.2 percent in 2003.
Employment in machinery manufacturing declined by
3.0 percent, while employment in fabricated metal
products manufacturing decreased by 0.8 percent.

The dynamics of the aircraft and parts manufacturing
employment in the Wichita metropolitan area are of

particular interest when analyzing the Kansas
economy.  Employment trends in transportation
equipment, a subcomponent of durable goods

manufacturing, are important for four reasons. First,
transportation equipment manufacturing is a major
exporting subsector within the Kansas economy.
Second, aerospace products manufacturing is a major
subcategory of the transportation equipment
manufacturing  subsector. Third, the Wichita
metropolitan area’s economy is driven largely by
aircraft related manufacturing. Fourth, the Kansas
manufacturing industry is driven to a considerable
extent by the Wichita metropolitan area’s
manufacturing employment.  For these reasons,
employment changes in transportation equipment
manufacturing potentially have a significant effect on
the Kansas economy.

During 2003, transportation equipment manufacturing
employment in Kansas declined by 9.2 percent. More
specifically, employment in aerospace products
manufacturing fell by 11.2 percent. As shown below
in Figure 2-9, transportation equipment manufacturing
employment in 2003 consistently has been below 2002
levels and has trended downward for most of the year.

Figure 2-9

Transportation Equipment Employment
Kansas, 2002-2003
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On the other hand, employment in the nondurable
goods manufacturing sector remained stable in 2003.
Nondurable goods manufacturing employment in 2003



has remained steady and has stayed above 2002 levels
for most of the year. Nondurable goods are defined as
goods with an expected useful life of less than one
year.

Within the nondurable goods manufacturing category,
there are three important subcategories: food
manufacturing, printing and related products, and
plastics and rubber. Figure 2-10 shows nondurable
goods manufacturing employment for 2002 and 2003.

Figure 2-10
Nondurable Goods Employment
Kansas, 2002-2003
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The largest of these subcategories, and the one with
the most effect on the Kansas economy, is food
manufacturing. Figure 2-11 presents trends in food
and kindred products employment in Kansas for 2002
and 2003.

Figure 2-11

increase of 0.3 percent. Within food manufacturing,
animal slaughtering employment increased by 2.5
percent.

Within the other nondurable goods manufacturing,
employment in plastics and rubber manufacturing
increased by 1.0 percent. This increase was offset by a
1.0 percent decrease in employment in printing and
related products manufacturing.

Services Producing Industries

The second broad classification of employment by
place of work is the services producing industries.
Employment in the services producing industries grew
at a 0.6 percent rate in 2003. There are six important
categories within the service producing industries.
They are trade, transportation, and utilities;
information; finance; professional and technical
services; educational and health services; leisure and
hospitality services; other services; and government.
In 2003, only trade, transportation, and utilities;
finance; educational and health services; and
government employment realized increases.

Trade, Transportation, & Utilities. Employment in
trade, transportation, and utilities increased 1.3 percent
in 2003. Employment in the industry trended upward
for most of the year and consistently ran above 2002
levels. Figure 2-12 presents trends in transportation
and public utilities employment for 2002 and 2003.

Figure 2-12

Food Manufacturing Employment
Kansas, 2002-2003
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This sector accounts for over 40.0 percent of all
nondurable goods employment in Kansas. Food
manufacturing employment consistently has been
above 2002 levels during 2003 with an overall annual

Trade, Transport. & Utilities Employment
Kansas, 2002-2003
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Within the trade, transportation, and utilities sector,
employment in utilities rose 7.2 percent in 2003.
During that year, the employment levels for this sector
consistently have been above 2002 levels. Figure 2-13
presents trends in public utilities employment.



Figure 2-13 Figure 2-16
Public Utilities Employment Retail Trade Employment
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In 2003, transportation and warehousing employment
increased 2.9 percent and fluctuated relative to 2002
levels. Figure 2-14 presents trends in transportation
and warehousing employment for 2002 and 2003.

Figure 2-14

Transport. & Warehousing Employment
Kansas, 2001-2002
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Information. Employment in information decreased
2.2 percent in 2003. Within the information category,
employment in telecommunications fell 3.6 percent.
As shown in Figure 2-17, information employment
levels in 2003 have trended downward for most of the
year and consistently have been below 2002 levels.

Figure 2-17
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Wholesale trade employment increased 1.0 percent in
2003 and has fluctuated relative to 2002 levels. Figure
2-15 presents trends in wholesale trade employment.

Figure 2-15

Wholesale Trade Employment
Kansas, 2002-2003
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Retailing employment increased 0.8 percent in 2003
and that level has been consistently above 2002 levels.
Figure 2-16 presents trends in retail trade employment.

Information Employment
Kansas, 2002-2003
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Financial Activities. Financial activities employment
in Kansas increased by 2.5 percent in 2003. Within
the financial activities category, employment in
finance and insurance increased by 2.8 percent, while
employment in real estate increased by 1.3 percent.
As seen in Figure 2-18, which is shown at the top of
the following page, financial activities employment
levels in Kansas during 2003 have trended upward
most of the year. In addition, employment levels in
this category have been consistently above 2002
levels. Figure 2-18 presents employment levels in
financial activities employment in Kansas during 2002
and 2003.

Professional & Business Services. In 2003,
employment in professional and business services
decreased 1.1 percent. Within this category,



Figure 2-18

Figure 2-20

Financial Activities Employment
Kansas, 2002-2003
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employment in management of companies and
enterprises decreased 2.7 percent, and employment in
administrative and support as well as waste
management and remediation services decreased 1.1
percent, while employment in professional, scientific,
and technical services decreased 0.8 percent. During
2003 professional and business services employment
remained consistently below 2002 levels for most of

the year. Figure 2-19 presents trends in service
employment for 2002 and 2003.
Figure 2-19
Prof. & Bus. Services Employment
Kansas, 2002-2003
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Educational & Health Services. In 2003,
employment in educational and health services

increased by 1.7 percent and remained consistently
above 2002 levels most of the year. Within this
category, employment in educational services rose 4.1
percent, while employment in health care and social
assistance services increased 1.5 percent, and
employment in hospitals increased by 1.4 percent.
Figure 2-20 shows trends in service employment for
2002 and 2003.

Leisure
employment in
decreased 0.7 percent.

& Hospitality Services. In 2003,
leisure and hospitality services
Within this category,

Educ. & Health Services Employment
Kansas, 2002-2003
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employment in arts and entertainment rose 6.6 percent,
while employment in amusement, gambling, and
recreation increased 5.8 percent, employment in food
services decreased 0.2 percent, and employment in
accommodations decreased 1.8 percent. In 2003,
leisure and hospitality services employment has
remained consistently below 2002 levels for most of
the year. Figure 2-21 presents trends in service
employment for 2002 and 2003.

Figure 2-21

Leisure & Hospitality Employment
Kansas, 2002-2003
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Other Services. In 2003, employment in other
services remained steady, has remained consistently
above 2002 levels, and trended upward for most of
2003. Figure 2-22, which is shown at the top of the
following page, presents trends in service employment
for 2002 and 2003.

Government.  Total government employment in
Kansas increased by 0.6 percent in 2003. However,
federal government employment in the state declined
by 0.4 percent in 2003, while state and local
government employment increased by 0.7 percent.
Overall government employment in 2003 has hovered
near the 2002 levels. A downturn in employment
typically occurs each July and August. The annual
summer downturn is attributable largely to faculty at



Figure 2-22

Other Services Employment
Kansas, 2002-2003
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public schools and universities being on nine-month
appointments. Figure 2-23 presents trends in
government employment for 2002 and 2003.

Figure 2-23

Government Employment
Kansas, 2002-2003
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Farming

Farm employment increased 18.5 percent in 2003.
Farm employment in 2003 trended upward most of the
year and was consistently above 2002 levels. Much of
the variation in farm employment during the year is
due to the inherently seasonal nature of the industry.
Figure 2-24 presents trends in farm employment for
2002 and 2003.

Figure 2-24

Farm Employment
Kansas, 2002-2003
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Comparative Employment
in the Plains Region

The employment data presented in this section may
not be in exact conformity with data presented earlier
because the data are compiled from different sources.
The information in earlier sections is based on data
from the Kansas Department of Human Resources,
Labor Market Information Services, while the
information in this section is based on data from the
U.S. Department of Labor, Bureau of Labor Statistics.
In all cases, this report presents the most recent data
available. Table 2-4, which is shown on the following
page, presents employment growth rates for Kansas
and the Plains region from 2001 to 2002. Table 2-5,
which is shown at the top of page 25, shows
employment growth rates for Kansas and the Plains
region from October 2002 to October 2003.

Total non-farm employment in Kansas decreased at a
0.7 percent rate in 2002 compared to a 1.1 percent
decrease for the Plains region as a whole. North
Dakota was the only state in the region that did not
experience a decrease in non-farm employment.
Otherwise, South Dakota experienced the smallest
decline at 0.2 percent, followed by Kansas with a 0.7
percent decline.

Employment by Industry Type

In 2002, employment growth in Kansas exceeded the
Plains region’s average in six of the eleven major
industry categories. The groupings in which Kansas
employment growth exceeded the regional average
include information, financial activities, professional
and business services, educational and health services,
other services, and government. In 2002, information
employment in Kansas decreased by 1.4 percent
compared to a 4.2 percent decline in the region as a
whole. Financial activities employment in Kansas
increased 2.4 percent compared to a 1.0 percent
increase in the region as a whole. Professional and
business services employment decreased 1.5 percent in
Kansas compared to a 3.9 percent decrease in the
region. Educational and health services employment
in Kansas increased 2.9 percent compared to a 2.7
percent increase across the region. Other services
employment increased 1.1 percent in Kansas
compared to 0.2 percent across the region. Finally,



Table 2-4

Plains Region Employment Growth Rates, 2001-2002

Total Nonfarm
Natural Resources & Mining
Mining
Construction
Manufacturing
Durable Goods
Fabricated Metal Products
Machinery
Elec. Equip., App., & Components
Transportation Equipment
Aerospace Products & Parts
Non-Durable Goods
Food
Animal Slaughtering & Processing
Printing & Related Support Activ.
Plastics & Rubber Products
Trade, Transportation, & Utilities
Wholesale Trade
Retail Trade
Motor Vehicles & Parts
Grocery Stores
General Merchandise Stores
Transportation & Utilities
Utilities
Electric Power Gen., Trans., & Dist.
Transportation & Warehousing
Truck Transportation
Information
Telecommunications
Financial Activities
Finance & Insurance
Credit Intermediation & Rel. Activ.
Insurance Carriers & Rel. Activities
Real Estate & Rental & Leasing
Professional and Business Services
Professional, Scientific, & Technical
Mgmt. of Companies & Enterprises
Adm. & Sup. & Waste Mgmt & Rem.
Educational & Health Services
Education
Health Care & Social Assistance
Hospitals
Leisure & Hospitality
Arts, Entertainment, & Recreation
Amusement, Gambling, & Recreation
Accommodation & Food Services
Food Services & Drinking Places
Other Services
Government
Federal
State
Local

Percent Change

KS 1A MN MO NE ND SD Plains
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Table 2-5

Plains Region Employment Growth Rates, October 2002-October 2003
Percent Change
KS 1A MN MO NE ND SD Plains

Total Nonfarm 0.2 % - % (03)% (04) % 05 % 04 % 05 % (0.1) %
Construction & Mining 2.5 (0.6) 2.8 3.7 19 2.5 19 24
Manufacturing (2.9) (1.5) (2.0) 2.7) (2.0) .7 (5.2) (2.3)
Trade, Transp., & Utilities 13 (1.2) (0.9) (2.2) 0.4 - 0.8 (0.7)
Information (2.2) 2.3 11 (3.0) 2.0 2.6 45 (0.3)
Financial Activities 2.5 0.3 (1.3) -- 2.6 1.7 2.6 0.4
Professional & Business Serv. (1.1) 3.9 (0.8) (2.0) 15 (0.8) (1.6) (0.5)
Educational & Health Services 1.7 2.3 1.9 1.2 4.3 11 2.7 2.0
Leisure & Hospitality Services 0.7) (2.6) 2.0 0.2 (3.5) 2.6 2.3 -
Other Services -- 0.7 1.3 (2.2) -- - (2.5) (0.3)
Government 0.6 -- (2.0) 2.2 (0.1) (0.5) 0.7 0.1

Source: U.S. Department of Labor, Bureau of Labor Statistics
government employment in Kansas increased 1.4  the region. South Dakota led the region with a 2.2

percent compared to a 0.4 percent increase in the
region as a whole.

Through October 2003, employment growth in Kansas
exceeded the regional average in five of the ten major
industry categories. The groupings in which Kansas
employment growth exceeded the regional average
include construction and mining; trade, transportation,
and utilities; financial activities; other services; and
government.  In 2003, construction and mining
employment in Kansas increased by 2.5 percent
compared to a 2.4 percent increase in the region as a
whole. Trade, transportation, and utilities employment
in Kansas increased 1.3 percent compared to a 0.7
percent decrease in the region as a whole. Financial
activities employment increased 2.5 percent in Kansas
compared to a 0.4 percent increase in the region.
Other services employment in Kansas held steady in
2003 compared to a 0.3 percent decrease across the
region. Finally, government employment in Kansas
increased 0.6 percent in Kansas compared to a 0.1
percent increase in the region as a whole.

Natural Resources & Mining. Mining and natural
resources employment in the Plains region fell by 6.4
percent in 2002. In Kansas, mining employment fell
by 7.1 percent, which ranked third in the region. lowa
led the region with employment remaining steady,
followed by Minnesota with a 4.5 percent decline.

Construction. Construction employment in the Plains
region fell by 1.5 percent in 2002. In Kansas, mining
employment fell by 2.0 percent, which ranked sixth in

percent increase, followed by Nebraska with a 1.1
percent increase, and lowa with a 0.2 percent increase.

During 2003 construction and natural resources and
mining employment in the Plains region, on average,
increased 2.4 percent. Missouri led the region with a
3.7 percent increase, followed by Minnesota with a 2.8
percent increase, and Kansas and North Dakota tied
for third in the region with a 2.5 percent increase.

Manufacturing. Manufacturing employment in the
Plains region declined 5.6 percent in 2002. None of
the states in the region experienced an increase in
manufacturing  employment. North  Dakota
experienced the smallest decrease in employment at
1.3 percent, followed by Nebraska with a 4.2 percent
decline and lowa with a 5.3 percent decline. Kansas
ranked fifth in the region with a 5.9 percent drop in
manufacturing employment.

In 2003, manufacturing employment in the region
decreased 2.3 percent overall. Again, none of the
states in the region experienced employment growth in
manufacturing. lowa experienced the smallest
decrease at 1.5 percent, followed by North Dakota
with a 1.7 percent decrease, and Minnesota with a 2.0
percent decrease. Kansas ranked sixth in the seven-
state region with a 2.9 percent decrease in
manufacturing employment.

Trade, Transportation, & Utilities. In 2002, trade,
transportation, and utilities employment decreased 1.5
percent in the region overall. None of the states in the



region experienced growth in trade, transportation, and
utilities employment.  North and South Dakota
recorded the smallest employment decreases at 0.3
percent, followed by Missouri with a 0.8 percent

decrease. Kansas ranked fifth with 1.6 percent
decrease in trade, transportation, and utilities
employment.

In 2003, trade, transportation, and utilities employment
growth in the region decreased 0.7 percent. Kansas
led the seven-state region with a 1.3 percent growth
rate, followed by South Dakota with a 0.8 percent
growth rate and Nebraska with a 0.4 percent growth
rate.

Information. In 2002, information employment in the
Plains region decreased by 4.2 percent. Only one state
in the region did not experience a decrease in
information employment. South Dakota led the region
with information employment remaining steady,
followed by Kansas with a 1.4 percent decrease and
Minnesota with a 4.1 percent decline.

In 2003, information employment in the Plains region
decreased 0.3 percent. South Dakota had the highest
growth rate at 4.5 percent, followed by North Dakota
with a 2.6 percent growth rate and lowa with a 2.3
percent growth rate. Kansas ranked sixth in the seven-
state region with a 2.2 percent decrease in information
employment.

Financial Activities. In 2002, financial activities
employment grew at a 1.0 percent rate across the
region as a whole. North Dakota led the region with a
5.3 percent growth rate, followed by Kansas with a 2.4
percent growth rate and lowa and Nebraska each with
2.2 percent growth rates, respectively.

In 2003, financial activities employment in the Plains
region grew at a 0.4 percent rate. Nebraska and South
Dakota led the region with 2.6 percent growth rates,
respectively, followed by Kansas with a 2.3 percent
growth rate.

Professional & Business Services. Professional and
business services employment declined by 3.9 percent
in the region as a whole in 2002. None of the states in
the region experienced employment growth in
professional and business services. Kansas and lowa
led the region with the smallest decreases of 1.5
percent, respectively, followed by Missouri with a 4.1
percent decline.

In 2003, the region as a whole experienced a 0.5
percent decrease in professional and business service
employment. lowa led the region with 3.9 percent
growth, followed by Nebraska with 1.5 percent growth
and Minnesota with a 0.8 percent decrease. Kansas
ranked fifth with a 1.1 percent decrease in professional
and business employment.

Educational & Health Services. Educational and
health services employment in the Plains region as a
whole increased 2.7 percent in 2002. Minnesota led
the region with a 5.0 percent growth rate, followed by
Kansas with a 2.9 percent growth rate and South
Dakota with a 2.3 percent growth rate.

In 2003, the region as a whole experienced 2.0 percent
growth in  educational and health services
employment. Nebraska led the region with 4.3 percent
growth, followed by South Dakota with 2.7 percent
growth and lowa with 2.3 percent growth. Kansas
ranked fifth with 1.7 percent growth.

Leisure & Hospitality Services. In 2002, leisure and
hospitality services employment in the Plains region as
a whole increased 0.8 percent.  South Dakota
experienced the highest growth at 2.9 percent,
followed by North Dakota with 1.7 percent growth and
Missouri with 1.2 percent growth. Kansas was the
only state in the region to record a loss in leisure and
hospitality employment with a 0.1 percent decrease.

In 2003, leisure and hospitality services employment
remained steady in the region. North Dakota recorded
the highest growth at 2.6 percent, followed by South
Dakota with 2.3 percent growth and Minnesota with
2.0 percent growth. Kansas ranked fifth with 0.7
percent decrease in leisure and hospitality services
employment.

Other Services. Kansas led the region in other
services employment growth with a 1.1 percent rise in
2002. Other services employment in the Plains region
as a whole increased only 0.2 percent. After Kansas,
lowa recorded the next highest growth at 0.7 percent,
followed by South Dakota with 0.6 percent growth.

In 2003, the region as a whole experienced 0.3 percent
growth in other services employment. Minnesota led
the region with 1.3 percent growth, followed by lowa
with 0.7 percent growth and Kansas with steady other
services employment.



Government. Government employment in the Plains
region increased 0.4 percent in 2002. South Dakota
had the highest rate of increase at 1.6 percent,
followed by Nebraska with a 1.5 percent increase and
Kansas with a 1.4 percent increase.

In 2003, government employment in the Plains region
increased 0.1 percent. Missouri led the region with a
2.2 percent increase, followed by South Dakota with a
0.7 percent increase, and Kansas with a 0.6 percent
increase.

Kansas Personal Income Review

Personal income is defined as the income received by,
or on behalf of, all residents. It consists of income
from all sources received by persons, which includes
participation in production, both government and
business transfer payments, and government interest,
which is treated as a transfer payment. “Persons” are
defined as individuals, nonprofit institutions primarily
serving individuals, private noninsured welfare funds,
and private trust funds.

Personal income is calculated by summing its
components, which include salaries and wages, other
labor income, proprietors’ income, personal rental
income, personal dividend income, personal interest
income, and personal transfer payments, less personal
contributions for social insurance.

A lag of eight months occurs before final estimates of
state personal income for the previous calendar year
are released. Accordingly, 2002 estimates of Kansas
personal income are not available until August of
2003. Kansas personal income totaled over $78 billion
in 2002, which is a 1.9 percent increase over the
previous year.

Personal Income by Source

Salaries and wages accounted for 54.4 percent of
Kansas personal income and increased at a 0.9 percent
rate in 2002. After salaries and wages, dividends,
interest, and rent is the second largest source of
personal income in Kansas. Dividends, interest, and
rent accounts for 20.0 percent of total personal income
in 2002 and increased by 1.2 percent.

Other labor income increased 7.2 percent in 2002.
This category consists largely of employer payments
for health insurance and other benefits. Other labor
income reached a level of approximately $5.6 billion
in 2002, indicating the importance of fringe benefits in
personal income growth.

Proprietors’ income decreased 1.5 percent in 2002,
Farm proprietors’ income fell by 96.8 percent in 2002,
while non-farm proprietors’ income increased 3.0
percent.

Transfers increased at a 9.5 percent rate in 2002.
Personal contributions for social insurance increased
3.6 percent in 2002.

A significant portion of Kansas personal income is
paid to Kansans from out-of-state sources. This
portion is particularly significant for residents who
live in Johnson and Wyandotte Counties and work in
Missouri.  This significance is reflected in the
residence adjustment, which fell by 24.9 percent in
2002.

Nonfarm Earnings by Industry

Forestry, fishing and related activities earnings grew at
a 5.8 percent rate in 2002. Mining earnings decreased
at a 2.7 percent rate. Ultilities earnings increased 1.6
percent. Earnings from construction increased 0.6
percent.

Manufacturing earnings declined by 4.0 percent in
2002.  Specifically, durable goods manufacturing
earnings declined 3.6 percent, while nondurable goods
manufacturing earnings fell 4.6 percent.

Wholesale trade earnings increased 1.9 percent in
2002, while retail trade earnings increased 0.6 percent.
Transportation and warehousing earnings increased
1.8 percent.

In 2002, information services earnings increased by
2.3 percent. Earnings from finance and insurance
increased 6.1 percent. Earnings from real estate and
rental and leasing increased 3.3 percent. Income from
professional and technical services decreased 0.5
percent. Earnings from the management of companies
and enterprises fell 6.2 percent. Earnings from
administrative and waste services increased 3.7



percent. Earnings from educational services increased
2.7 percent. Earnings from health care and social
assistance services rose 5.7 percent. Earnings from
arts, entertainment, and recreation services increased
2.8 percent. Earnings from accommodation and food
services increased 2.4 percent. Other services earnings
increased by 1.6 percent in 2002.

Government earnings grew at a 5.1 percent rate in
2002.  Within total government, civilian federal
government earnings increased 3.6 percent, military
earnings grew by 11.3 percent, and state and local
government earnings increased 4.5 percent. Appendix
A presents a breakdown of Kansas personal income
and growth rates by industry for 2001 through 2002.
Note that much of the industry detail that was reported
prior to 2001 is no longer available because the Bureau
of Economic Analysis, the agency responsible for
reporting personal income, is no longer tabulating the
detailed data according the Standard Industrial
Classification (SIC) code, but is transitioning to
reporting the data according to the North American
Industrial Classification System (NAICS) beginning in
2003.

Kansas Personal Income Estimates

Table 2-6 presents Kansas personal income in 2002.
In addition, the table shows the 2003 estimates and the
forecasts for 2004. Personal income in Kansas grew

Salaries and wages, the largest component of Kansas
personal income, increased 2.0 percent in 2003. Other
labor income is estimated to increase 4.3 percent.

Proprietors’ income increased 13.1 percent in 2003.
Specifically, farm proprietors’ income increased by
6,790.3 percent in 2003. Non-farm proprietors’
income increased 3.1 percent in 2003. Dividends,
interest, and rent increased by 0.9 percent in 2003.
Transfer payments increased 3.2 percent in 2003.

The residence adjustment for income earned by
Kansas residents from sources outside the state grew
20.4 percent in 2003.

In 2004, Kansas personal income is forecasted to grow
at a 4.5 percent rate. Salary and wage growth is
expected to rebound significantly with 5.7 percent
growth. However, other labor income is expected to
decrease 3.3 percent. Proprietors’ income growth is
expected to be modest at 4.5 percent. Dividend,
interest, and rent growth is anticipated to rebound to
5.3 percent. Transfer payments are expected to grow
ata 2.7 percent rate.

Comparative Personal Income

In 2002, personal income growth in Kansas (1.9
percent) was lower than the growth that occurred in
the Plains region (2.9 percent) and the U.S. (2.5

by 3.0 percent in 2003. percent). Within the Plains region, lowa was the
Table 2-6
Kansas Personal Income
2002 Actual, 2003 Estimate, & 2004 Forecast
(Dollars in Millions)
2002 2003 2004 Percent Change
Actual Estimate Forecast 2002-2003 2003-2004
Salaries & Wages Disbursements $ 43,023 $ 43,864 $ 46,357 20 % 57 %
Other Labor Income 5,595 5,838 5,643 4.3 (3.3)
Proprietors' Income: 5,903 6,678 6,981 13.1 4.5
Farm 9 600 585 6,790.3 (2.4)
Nonfarm 5,894 6,078 6,396 3.1 5.2
Dividends, Interest, & Rent 15,652 15,794 16,637 0.9 5.3
Transfers 11,042 11,396 11,704 3.2 2.7
Resisdence Adjustment 581 700 700 20.4 --
Less: Social Insurance (3,475) (3,599) (3,720) 3.6 34
Total Personal Income 78,322 80,671 84,302 3.0 4.5




fastest growing state (3.5 percent), followed by
Minnesota (3.3 percent), and Nebraska (2.9 percent).
Kansas ranked sixth in the seven-state region in
personal income growth in 2002. Appendix B presents
a listing of comparative state personal income and per
capita personal income data for all states for the years
2000 through 2002.

In 2002, per capita personal income growth in Kansas
lagged behind that of the Plains region, but equaled
that of the U.S. Per capita personal income in Kansas
and the U.S. as a whole grew at a 1.4 percent rate,
compared to a 2.3 percent growth rate for the Plains
region. lowa (3.4 percent) had the largest increase in
per capita personal income in the Plains region,
followed by North Dakota (3.0 percent), and
Minnesota (2.5 percent). Kansas ranked sixth in the
seven-state region in terms of per capita personal
income growth in 2002.

Personal Income. Nationally, Kansas ranked 31st in
total personal income, while Minnesota ranked 17th,
Missouri ranked 18th, lowa ranked 30th, Nebraska
ranked 36th, South Dakota ranked 47th, and North
Dakota ranked 50th in 2002. In terms of personal
income growth, the Plains region, which averaged 2.9
percent growth was higher than the national average
(2.5 percent) and was ranked second out of the eight
statistical regions. The Southeast region was the
fastest growing at a rate of 3.2 percent. Kansas ranked
42nd (1.9 percent), while lowa ranked 17th (3.5
percent), Minnesota ranked 24th (3.3 percent),
Nebraska ranked 30th (2.9 percent), Missouri ranked
31st (2.8 percent), North Dakota ranked 32nd (2.6
percent), and South Dakota ranked 49th (0.8 percent).

Per Capita Personal Income. The Plains region’s
average per capita personal income at $29,942 lagged
behind the national average of $30,832 and ranked
fifth out of the eight regions in 2002. The New
England region had the highest per capita personal
income of $37,494, followed by the Mideast region at
$35,434. In 2002, Kansas ranked 28th ($28,838) in
the U.S. in per capita personal income while
Minnesota ranked 8th ($33,895), Nebraska ranked
24th ($29,544), Missouri ranked 27th ($28,841), lowa
ranked 33rd ($28,141), South Dakota ranked 37th
($26,694), and North Dakota ranked 38th ($26,567).

In terms of per capita personal income growth, the
Plains region, which averaged 2.3 percent, exceeded
the national average of 1.4 percent, and ranked first

out of the eight regions in 2002. The Plains region
was followed by the Great Lakes region at a rate of 1.9
percent. In 2002, Kansas ranked 33rd (1.4 percent) in
per capita personal income, while lowa ranked 7th (3.4
percent), North Dakota ranked 12th (3.0 percent),
Minnesota ranked 19th (2.5 percent), Nebraska ranked
24th (2.4 percent), Missouri ranked 26th, (2.2 percent),
and South Dakota ranked 45th (0.5 percent).

Disposable Personal Income. Disposable personal
income is defined as personal income minus personal
taxes. In other words, disposable income is the
income available for personal use. Nationally, Kansas
ranked 31st in disposable personal income, while
Minnesota ranked 17th, Missouri ranked 18th, lowa
ranked 30th, Nebraska ranked 36th, South Dakota
ranked 47th, and North Dakota ranked 50th in 2002.
In terms of disposable income growth, the Plains
region, which averaged 5.1 percent growth, lagged
behind the national average of 5.3 percent and was
ranked fourth out of the eight statistical regions. The
Far West region was the fastest growing at a rate of
6.3 percent. Kansas ranked 45th (4.2 percent), while
lowa ranked 22nd (5.7 percent), Minnesota ranked
27th (5.5 percent), Missouri ranked 31st (5.2 percent),
Nebraska ranked 33rd (5.1 percent), North Dakota
ranked 44th (4.3 percent), and South Dakota ranked
51st (2.5 percent). Appendix C presents comparative
state total and per capita disposable personal income
data for all states for years 2000 through 2002.

Per Capita Disposable Personal Income. The Plains
region’s average per capita disposable personal
income ($26,377) lagged behind the national average
($26,974) in 2002. The Plains ranked fifth regionally.
New England had the highest regional per capita
personal income ($32,062). The Mideast followed
($30,521). Kansas ranked 29th ($25,393) in per capita
personal income while Minnesota was 8th ($29,297),
Nebraska was 24th ($26,137), Missouri was 27th
($25,552), lowa was 31st ($25,083), South Dakota
ranked 36th ($24,263), and North Dakota ranked 38th
($24,048).

In terms of per capita disposable personal income
growth, the Plains region averaged 4.5 percent was
higher than the national average of 4.2 percent. It
ranked third out of the eight regions nationally. The
New England region was the fastest growing region at
a rate of 4.8 percent followed by the Far West region
at a rate of 4.7 percent. Kansas ranked 38th (3.7



percent), while lowa ranked 8th (5.5 percent),
Minnesota ranked 23rd (4.7 percent), North Dakota
ranked 26th (4.7 percent), Missouri ranked 29th (4.5
percent), Nebraska ranked 31st (4.5 percent), and
South Dakota ranked 50th (2.1 percent).

Per Capita Personal Income Trends. Kansas per
capita personal income in 2002 was $28,838, which is
a 1.4 percent increase from its 2001 level of $28,432.
This increase is equal to the growth rate for the U.S. as
a whole, but below the 2.3 percent growth rate for the

continues to lag behind both the Plains region and the
U.S. Kansas per capita income in 2002 was 3.7
percent below the Plains region’s average and 6.5
percent below the national average. Kansas per capita
income has lagged behind the Plains region’s average
since 1994. Over the past ten years Kansas per capita
income, as a percent of the national average, has
ranged from a high of 95.2 percent, which occurred in
both 1994 and 1997, to a low of 92.2 percent in 2000.
Table 2-7 presents historical per capita personal
income data for Kansas, the Plains region, and the

Plains region. Kansas’ per capita personal income  U.S. from 1993 through 2002.
Table 2-7
Per Capita Personal Income, 1993-2002
Kansas, Plains Region, & U.S.
Percentage Change Kansas as a
from Prior Year Percentage of:
Plains Plains Plains
Year Kansas Region U.S. Kansas Region U.S. Region U.S.
1993 20,438 20,258 21,539 - % - % - % 100.9 % 949 %
1994 21,258 21,381 22,340 4.0 55 3.7 99.4 95.2
1995 21,771 22,138 23,255 24 3.5 4.1 98.3 93.6
1996 22,977 23,520 24,270 55 6.2 4.4 97.7 94.7
1997 24,182 24,517 25,412 5.2 4.2 4.7 98.6 95.2
1998 25,519 26,001 26,893 55 6.1 5.8 98.1 94.9
1999 26,134 26,787 27,880 24 3.0 3.7 97.6 93.7
2000 27,439 28,430 29,760 5.0 6.1 6.7 96.5 92.2
2001 28,432 29,257 30,413 3.6 29 2.2 97.2 93.5
2002 28,838 29,942 30,832 14 2.3 1.4 96.3 93.5

Source: U.S. Department of Commerce, Bureau of Economic Analysis






Table 3-6

Crawford County Employment
October 2002-October 2003
2002 2003 % Chg.

Place of Residence Data

Civilian Labor Force 18,787 19,627 4.5
Employ ment 17,989 18,856 4.8
Unemp loy ment 798 771 (3.4)
Unemploy ment Rate 4.2 3.9 (0.3)

Place of Work Data

All Industries 18,900 18,925 0.1
Ag., For., Fish., & Hunt. -- -- NA
M ining 25 25 --
Utilities 75 75 --
Construction 550 550 --
M anufacturing 3,975 3,900 (1.9)
Wholesale T rade 750 725 (3.3)
Retail Trade 2,050 2,075 1.2
Trans. & Warehousing 300 300 --
Information 350 325 (7.1)
Finance & Insurance 300 300 --
R.E. & Rental & Leasing 150 125 (16.7)
Prof. & Tech. Services 300 300 --
M gmt. of Cos. & Ent. 200 200 --
Adm. & Waste Services 675 725 7.4
Educational Services 50 75 50.0
Health & Social Assist. 2,300 2,350 2.2
Arts, Ent., & Recreation 225 225 --
Accom. & Food Serv. 1,425 1,450 1.8
Other Services 475 475 --
Government 4,725 4,725 --
Farm Employ ment 575 700 21.7

Source: Ks Dept. of Human Res., Labor MKkt. Info. Service

Ellis County with a population of 19,908, which is
73.0 percent of the county’s total population of 27,274
according to the latest estimates from the U.S. Census
Bureau. The civilian labor force in the Hays area rose
by 3.1 percent in 2003. Employment by place of
residence in Ellis County also increased, but by 4.3
percent, while the unemployment rate declined by 1.1
percentage points.

All industries employment that is based on place of
work data decreased by 0.6 percent in Ellis County
during 2003. The only employment category that
experienced an employment increase in 2003 was
finance and insurance, which experienced 7.7 percent
growth. Offsetting that increase were employment
losses experienced in professional and technical
services (-7.1 percent), manufacturing (-5.9 percent),

retail trade (-1.0 percent), and health and social
assistance (-0.8 percent). Employment levels in other
categories remained steady, while farm employment
increased by 19.0 percent in 2003.

Table 3-7
Ellis County Employment
October 2002-October 2003
2002 2003 % Chg.

Place of Residence Data

Civilian Labor Force 17,408 17,949 3.1
Employment 16,833 17,553 4.3
Unemployment 575 396 (31.1)
Unemployment Rate 3.3 2.2 (1.2)

Place of Work Data

All Industries 15,675 15,575 (0.6)
Ag., For., Fish., & Hunt. 25 25 -
Mining 325 325 --
Utilities -- -- NA
Construction 575 575 --
Manufacturing 850 800 (5.9)
Wholesale Trade 425 425 --
Retail Trade 2,600 2,575 (1.0)
Trans. & Warehousing 150 150 --
Information 375 375 --
Finance & Insurance 325 350 7.7
R.E. & Rental & Leasing 100 100 --
Prof. & Tech. Services 350 325 (7.1)
Mgmt. of Cos. & Ent. 200 200 --
Adm. & Waste Services 350 350 --
Educational Services 150 150 --
Health & Social Assist. 3,225 3,200 (0.8)
Arts, Ent., & Recreation 100 100 -
Accom. & Food Serv. 1,500 1,500 --
Other Services 375 375 --
Government 3,675 3,675 --
Farm Employment 525 625 19.0

Source: Ks Dept. of Human Res., Labor Mkt. Info. Service

Finney County. Garden City is the largest city in
Finney County with a population of 27,678, which is
70.0 percent of the county’s total population of 39,732
according to the latest estimates from the U.S. Census
Bureau. Analysis of these estimates shows that the
change in the number of individuals who were
between 16 and 22 years of age increased in Finney
County. This increase may be one of the factors that
contributed to the 6.0 percent increase in the civilian
labor force in the Garden City area in 2003. In
addition, it may have had an effect on the data for
employment by place of residence in Finney County.



Table 3-16

Metropolitan Area Employment Growth Rates, October 2002-October 2003
Kansas and Adjacent States
Trade, Educ/ Leis/
Total Const & Manu- Trans, & Infor- Financial Prof/Bus Hith Hosp Other Govern-
Nonfarm Mining facturing Utilities mation Activities Services Services Services Services ment
Kansas
Lawrence 19% 38 % (28 % (3.7) % - % 56 % Bl%n (19% 16 % 36 % (41)%
Topeka (0.5) 10.0 (2.9) - 15 (5.6) (0.6) - 2.0 (1.5)
Wichita (2.1) -- (7.4) 0.2) (1.9) 24 (3.4) (1.3) (0.8) -- 0.5
Colorado
Boulder-
Longmont (13.8) (16.7) (15.7) (19.6) (18.5) (15.3) (19.3) (1.9) (15.2) (10.2) (4.6)
Colorado
Springs (2.0) (4.6) (6.8) (3.1) (16.0) (4.5) 0.9 34 2.2 15
Denver 0.7 (5.0) 2.1 0.3 (0.5) 6.4 25 3.0 1.9 0.2 3.2)
Missouri
Kansas City (0.5) 4.5 4.1 1.3 (2.9) 25 (5.0) 1.4) (6.0) (0.2) (0.3)
St. Louis (0.4) 6.8 (3.2) (1.6) (4.5) (0.8) 34 1.2 (0.2) (6.0) 2.7)
Springfield 1.6 -- .7 0.2 (8.6) 2.0 6.8 9.2 3.8 1.0
Nebraska
Lincoln (0.4) (7.2) (6.7) (1.2) 8.8 3.7 (5.1) 2.0 -- 10.2 14
Omaha 0.0 4.4 (2.7) (0.6) 4.2 (1.6) 14 2.7 (1.8) (6.2) (0.5)
Oklahoma
Enid (0.4) -- (4.3) 3.3 (33.3) -- -- (2.7) (10.0) -- 5.4
Lawton (2.8) (5.6) (8.3) (3.1) 4.8 (2.8) (3.2) (7.9) - (3.0)
Oklahoma
City (1.2) 0.3 2.7 (1.8) (0.7) (2.1) 3.2 0.7 1.7) (4.6) (4.8)
Tulsa 1.3) 5.3 (4.2) (1.2) (7.7) 4.4 0.6 (4.3) 0.3 (0.5) (3.6)
All Area Avg.  (0.8) 0.9 (2.4) (1.0) (3.6) 1.7 0.2) 0.4 (1.2) (1.9) (2.1)
Source: U.S. Department of Labor, Bureau of Labor Statistics
and mining employment at 10.0 percent, followed by  Trade, Transportation, & Public Utilities.

St. Louis, Missouri at 6.8 percent, and Tulsa,
Oklahoma at 5.3 percent. Construction and mining

Transportation and public utilities employment in the
major metropolitan areas in the five-state region

employment increased 3.8 percent in Lawrence and
remained unchanged in Wichita during 2002.

Manufacturing. Manufacturing employment in the
major metropolitan areas in the five-state region
declined at an average rate of 2.4 percent in 2003.
Only three major labor markets in the five-state region
experienced an increase in manufacturing employment
in 2003. They were Kansas City, Missouri (4.1
percent), Oklahoma City, Oklahoma (2.7 percent), and
Denver, Colorado (2.1 percent). Specific to Kansas,
manufacturing employment in Lawrence decreased by
2.8 percent, while manufacturing employment in
Topeka declined 2.9 percent. Manufacturing
employment in Wichita also fell by 7.4 percent in
2003.

decreased by 1.0 in 2003. Only four of the major
labor markets in the five-state region experienced
gains in trade, transportation, and public utilities
employment.  Gains were experienced in Enid,
Oklahoma (3.3 percent), Kansas City, Missouri (1.3
percent), Denver, Colorado (0.3 percent), and
Springfield, Missouri (0.2 percent). Transportation
and public utility employment remained steady in
Topeka, but declined by 0.2 percent in Wichita, and
fell 3.7 percent in Lawrence during 2003.

Information. Information employment in the major
metropolitan areas in the five-state region decreased
3.6 percent in 2003. Only two major labor markets in
the five-state region experienced growth in
information  employment. One labor market



experiencing growth was Lincoln, Nebraska (8.8
percent). The other was Omaha, Nebraska (4.2
percent). In Lawrence and Topeka, trade employment
remained steady, while trade employment in Wichita
decreased by 1.9 percent.

Financial Activities. Financial activities employment
in the major metropolitan areas in the five-state region
increased by 1.7 percent in 2003. Within the five-state
region, Denver, Colorado experienced the highest
growth in financial activities employment at 6.4
percent. Denver was followed by Lawrence at 5.6
percent, and Lawton, Oklahoma, at 4.8 percent.
Financial activities employment in Wichita increased
by 2.4 percent and Topeka’s increase was 1.5 percent.

Professional & Business Services. Professional and
business services employment in the major
metropolitan areas in the region decreased 0.2 percent
in 2003. Springfield, Missouri had the highest growth
rate in professional and business services employment
at 6.8 percent, followed by St. Louis, Missouri at 3.4
percent, and Oklahoma City, Oklahoma at 3.2 percent.
Professional and business services employment in
Wichita declined 3.4 percent, while employment in
Topeka fell by 5.6 percent, and employment in
Lawrence fell 8.1 percent.

Education & Health Services. Education and health
services employment in the major metropolitan areas
in the region increased 0.4 percent in 2003. Denver,
Colorado had the highest growth rate in education and
health services employment at 3.0 percent. Denver
was followed by Omaha, Nebraska, at 2.7 percent and
Lincoln, Nebraska, at 2.0 percent. Education and
health services employment in Topeka decreased 0.6
percent, while employment in Wichita decreased by
1.3 percent, and employment in Lawrence decreased
1.9 percent.

Leisure & Hospitality Services. Leisure and
hospitality services employment in the major
metropolitan areas in the region decreased 1.1 percent
in 2003. Springfield, Missouri had the highest growth
rate in leisure and hospitality services employment at
9.2 percent. Colorado Springs, Colorado, followed at
3.4 percent and Denver, Colorado at 1.9 percent.
Leisure and hospitality services employment in
Lawrence increased 1.6 percent, while employment in
Topeka remained steady and employment in Wichita
decreased by 0.8 percent.

Other Services. Other services employment in the
major metropolitan areas in the region decreased 1.9
percent in 2003. Lincoln, Nebraska had the highest
growth rate in other services employment at 10.2
percent. Springfield, Missouri followed at 3.8 percent,
and Lawrence at 3.6 percent. Other services
employment in Topeka increased 2.0 percent, while
service employment in Wichita remained steady.

Government. Government employment in the major
metropolitan areas in the five-state region decreased
2.1 percent in 2003. Enid, Oklahoma experienced the
highest growth rate in government employment at 5.4
percent. Colorado Springs, Colorado was next at 1.5
percent, and Lincoln, Nebraska ranked third at 1.4
percent. Government employment in 2003 increased
by 0.5 percent in Wichita, while Topeka experienced a
1.5 percent decrease, and Lawrence experienced a 4.1
percent decrease.

County Personal Income

Both the levels and the components of personal
income are important in understanding local
economies.  Because of this importance, county
personal income is presented in this section.

Total Personal Income

Total personal income in Kansas grew at a 1.9 percent
rate in 2002. Johnson County generated the highest
level of personal income with $20.9 billion, followed
by Sedgwick County with $14.2 billion. Shawnee,
Wyandotte, Douglas, Butler, Leavenworth, Reno,
Saline, and Riley Counties each generated over $1.0
billion of personal income in 2002. The lowest levels
of income were recorded in Comanche, Hodgeman,
Wallace, and Greeley Counties, each with less than
$50.0 million in total personal income.

The highest growth rates of personal income in 2002
were experienced in Geary (21.5 percent), Comanche
(15.1 percent), and Morton (15.0 percent) Counties.
At the other extreme, Wichita County experienced a
25.7 fall in personal income, while Haskell County
experienced a 24.8 percent decline. It should be kept
in mind that these rates of change may be distorted by
erratic fluctuations in the farm economy.



Of the state’s major urban counties, Wyandotte County
had the highest personal income growth in 2002 at
10.4 percent, followed by Sedgwick County (4.9
percent), Shawnee County (4.6 percent), and Johnson
County (1.7 percent).

In 2002, Johnson and Sedgwick counties accounted for
68.0 percent of the personal income growth in the
state.  Thus, Kansas personal income growth is
concentrated in the two most populous counties.
Appendix D presents county personal income by major
components for 2001. Appendix E shows county
personal income estimates by major components for
2002. Figure 3-1, which is shown on page 49, presents
the percentage change in county personal income from
2001 to 2002.

Salaries & Wages. Salaries and wages are distributed
across the state in a pattern that generally corresponds
to population, i.e., the areas with higher population
density generally have higher total salaries and wages.
Salaries and wages in Kansas grew at a 0.9 percent
rate in 2002. Johnson and Sedgwick ranked first and
second, with salaries and wages of $12.0 billion and
$9.0 billion, respectively. Shawnee and Wyandotte
each generated over $3.0 billion of salaries and wages
in 2002. Comanche, Elk, Hodgeman, and Wallace had
the lowest salaries and wages totals with less than
$15.0 million each.

Other Labor Income. Other labor income in Kansas
grew at a rate of 7.2 percent in 2002. While the
correlation between salaries and wages disbursements
and other labor income is not exact, the two are closely
related. County rankings are nearly the same for both
components. Johnson County ranked first with $1.3
billion in other labor income, followed by Sedgwick
County at $1.2 billion. Wallace County had the lowest
total other labor income of less than $2.0 million.

Farm Proprietors’ Income. The relative importance
of farm proprietors’ income, as a component of total
personal income, varies among the 105 Kansas
counties. While there are many measured components
of farm owners’ income, the major determinants are
farm production of crops and livestock, profitability of
farm operations, and federal government payments to
farmers. Farm  proprietors’  income s
disproportionately larger in agriculturally oriented
counties because of large-scale production, high
profitability, and government support payments. In
2002, farm proprietors’ income declined 96.8 percent.

Crawford County had the highest level of farm
proprietors’ income in 2002 at $6.8 million, followed
by Rush County with $3.2 million, Haskell County
with $1.2 million, and Thomas County with $1.1
million.

Non-farm Proprietors’ Income. The net earnings of
unincorporated business owners constitute non-farm
proprietors’ income. County size also is a major
determinant of the distribution of this income
component. Non-farm proprietors’ income grew at a
3.0 percent rate in 2002. Johnson County had the
highest level of non-farm proprietors’ income at $1.8
billion followed by Sedgwick County with $1.4
billion.  Greeley, Hodgeman, Kearny, Lane, and
Wallace Counties were the lowest with less than $3.0
million of non-farm proprietors’ income each.

Dividends, Interest, & Rent. Dividends, interest, and
rent grew by 1.2 percent in 2002. This category
represents a large component of personal income in
Johnson County. In fact, the $4.5 billion of dividends,
interest, and rents in that county account for 28.8
percent of the state’s total dividends, interest, and
rents. Sedgwick County also had a total that was over
$2.0 billion. Only Greeley County had less than $10.0
million in dividends, interest, and rents in 2002.

Transfer Payments. Transfer payments in Kansas,
the majority of which are Social Security benefits,
grew at a 9.5 percent rate in 2002. The distribution of
transfer payments across the state generally reflects
county population. Collectively, the state’s four urban
counties received nearly $5.0 billion in transfer
payments, while Greeley, Hodgeman, Stanton, and
Wallace Counties each received less than $10.0
million.

Residence Adjustment. Because personal income is
measured on a residence basis, an adjustment must be
made for out-of-county earnings. A residence
adjustment is made for salaries and wages, other labor
income, and both farm and nonfarm proprietors’
income. The residence adjustment for Kansas fell by
24.9 percent in 2002. For the state as a whole, the
2002 residence adjustment was $581.0 million. The
positive value indicates that, in total, Kansans earn
more income out-of-state than income earned by non-
Kansans in Kansas.

Within Kansas, four situations are present. First, for
most counties, this component is relatively small.



Second, there are considerable earnings of Riley
County residents in Geary County. These earnings are
associated with Fort Riley. The third situation relates
to out-of-county earnings provided in two of the large
Kansas counties. For example, the Sedgwick County
residence adjustment is negative (-$889.0 million.)
Most of this income appears in bordering counties.
For neighboring Butler County, the adjustment is
positive ($472.0 million). Thus, Sedgwick County
provides earnings and jobs for Butler County residents.
A similar situation exists for Shawnee County. The
final situation exists in the Kansas City area. The
Whyandotte County residence adjustment is negative (-
$929.0 million), indicating that the county provides net
earnings for residents of other counties and perhaps for
Missouri residents. Johnson County is unique in that
its residence adjustment is positive ($993.0 million)
and greater than the state’s overall residence
adjustment of $581.0 million. Besides providing jobs
for residents of bordering counties, even larger
earnings of Johnson County residents come from the
Missouri side of the Kansas City area.

Personal Social Insurance Contributions. Personal
contributions for social insurance in Kansas grew at a
3.6 percent rate in 2002. Because of the definition of
the social security tax base, personal contributions for
social insurance are closely related to the distribution
of salaries and wages, as well as positive proprietors’
income. Personal contributions for social insurance
exceeded $200.0 million in each of the state’s four
major urban counties during 2002. Johnson County’s
contributions totaled $1.0 billion and Sedgwick’s were
$745.0 million.  Shawnee County followed with
contributions of $249.0 million and Wyandotte had
$211.0 million.

Per Capita Personal Income

Per capita income for each county may be obtained by
dividing the total personal income of the county by the
total population of the county. The population data
used for these calculations were estimates of county
population as of July 1, 2002, based on the U.S.
Bureau of the Census Current Population Reports.
Figure 3-2, which is shown on page 49, presents per
capita personal income by county for 2002.

In 2002, Kansas per capita income was $28,838.
Johnson County had the highest per capita income
with $43,876, followed by Sedgwick County with

$30,811, and Shawnee County with $30,449. The
lowest per capita incomes were in Woodson
($17,293), Kearny ($18,460), Linn ($18,662), and
Marion ($18,925) Counties. It should be kept in mind
that county per capita income may fluctuate
dramatically from year to year because of the inherent
volatility of the farm economy. It is even more
evident when coupled with the relatively low
population in many rural Kansas counties.

The relatively low-income counties in rural Kansas
generally tend to have a high reliance on the farm
economy. Specifically, these counties have a negative,
or low, farm proprietors’ income. In the eastern half
of the state, particularly the southeastern portion of
Kansas, the low-income counties are primarily those
that have relatively high population densities, but are
not part of major urban areas.

The counties with high per capita incomes are
associated with two conditions. First, most relatively
high per capita income counties are rural and
agricultural and, for the most part, are in the
southwestern part of the state. Second, three of the
state’s major urban counties have high per capita
incomes. This income influences not only the core
county of the metropolitan area, but also many
bordering counties that provide the place of residence
for individuals who are employed in the core counties.

The Four Urban Counties

In Kansas, it also is important to examine personal
income levels and components for the state’s four
urban counties.  These counties are Sedgwick,
Johnson, Wyandotte, and Shawnee.

Total Personal Income

In 2002, Sedgwick, Johnson, Wyandotte, and Shawnee
Counties accounted for 46.7 percent of the state’s
population and 56.0 percent of the state’s total
personal income. This indicates that per capita income
is higher in the four urban counties than in the state as
a whole. Wyandotte County per capita income
($22,339) is slightly below the state average
($28,838), while Sedgwick County ($30,811) and
Shawnee County ($30,449) are both significantly
above the state average. Johnson County is 52.0



percent above the state average. For the four urban
counties, the average per capita income is $34,616, or
20.0 percent, higher than the state average.

These four counties generate 64.2 percent of personal
contributions for social insurance; 63.6 percent of
Kansas’ salaries and wages; 59.7 percent of non-farm
proprietors’ income; 58.1 percent of the other labor
income; 53.9 percent of dividend, interest, and rent
income; and 43.0 percent of Kansas’ transfer
payments. Only for farm proprietors’ income and
residence adjustment do these four counties sum to a
small share of the Kansas total. Johnson or Sedgwick
rank either first or second among the 105 counties in
most income components, as well as total income.
Shawnee and Wyandotte rank third and fourth.

Regional Personal Income

Because boundaries of economic activity do not
necessarily respect political boundaries, comparisons
of county income do not necessarily provide an
accurate measure of the economic performance of a
geographic area. Income that is concentrated in a
small area is subject to greater variability than is
income spread over a wide area. For example,
personal income measures the income received by
individuals on the basis of their residence location and
is not directly concerned with the location of earnings.
Thus, a residence adjustment is necessary for each
county for two reasons. First, the residence adjustment
is necessary to account for inter-county commuting to
work. Second, it is necessary to account for some
income components, such as farm proprietors’ income,
where the location of the residence may be far
removed from the location of the income generation.

An additional problem exists for states such as Kansas
where farm income is sizeable. Extreme fluctuations
in small-area farm earnings occur particularly because
of variable weather conditions and the changing
location of where farm products are marketed.

County data provide helpful insights because they may
be aggregated over larger regions. For the purposes of
this report, Kansas has been divided into 11 planning

regions, which may be considered the “official”
aggregation. Figure 3-3, which is shown on page 50,
presents total personal income by region for 2001 and
2002, while Figure 3-4, also shown on page 50,
presents the percentage change in total personal
income by region from 2001 to 2002 and per capita
income for 2002.

In terms of total personal income, the 2002 average for
the 11 regions is $7.1 billion. Region |, which
surrounds Kansas City, has the highest level of
personal income with $36.4 billion. The only other
region that is above the average total personal income
per region is Region IV, which surrounds Wichita.
That region had total personal income of $20.4 billion
in 2002. At the other end of the scale, Region VIII in
northwest Kansas had the lowest personal income in
2002 at $742.0 million.

Generally, regional population rankings correspond to
regional personal income rankings. High incomes are
associated with large populations. Based on these
factors, Kansas population and personal income are
highly concentrated. Accordingly, 66.5 percent of the
state’s total personal income is located in Regions |
and IV, while just 1.2 percent of the state’s total
personal income is located in Region VIII.

Recent income and population growth have been
uneven across Kansas. In 2002, Kansas total personal
income rose by 1.9 percent. The most rapid growth
was in Regions | and IV with 2.4 percent and 2.8
percent growth rates, respectively. Regions VI (-0.1
percent), VII (-3.6 percent), VIII (-2.5 percent), and XI
(-1.3 percent) all experienced declines in personal
income in 2002.

In terms of per capita personal income, Region |
ranked first with $33,226. It was followed by Region
IV with $28,761 and Region X in north-central Kansas
with $25,641. Region VII in southwest Kansas ranked
last with $21,656. The extent of the inequality in
regional income is illustrated by the observation that,
from the highest income region to the lowest income
region, there exists a 53.4 percent difference in per
capita income.
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