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Figure 1
Employment by Residence, Vigo County
(March of Each Year)
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Figure 2
Employment by Residence, Clay County
(March of Each Year)
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When the new facilities come on-line
starting in late 1988, manufacturing
employment will be modestly augmented.
The first three quarters of 1987 saw both
the unemployment rate and the number
of jobs decline, a paradox explained by
continued shrinkage in the labor force.
Thus the outlook for 1988, a year
sandwiched between a stock-market
crash and a presidential election, seemed
shrouded in uncertainty.

To date, events in 1988 have been less
dramatic, Only one factory is closing--In-
diana Gas and Chemical Corporation’s
coke plant. Following its sharp produc-
tion curtailments in 1987, the shutdown
will mean the loss of about 120 jobs. A
few retail operations, including two
Lowell’s Supermarkets, have shut their
doors. Some offices and retail shops, in-
cluding a Wal-Mart, are under construc-
tion, as is the Cannon Inn, a 56-unit
apartment complex geared to senior
citizens, but no really large project has
been announced. Nor has there been
news of substantial industrial expansion.

The pace of economic activity in the
Terre Haute area, at least as measured
by employment estimates, has continued
in 1988 on much the same path as in the

previous year. Through March, unem-
ployment estimates for the MSA (Vigo
and Clay counties) continued, as in much
of 1987, to run al levels at or slightly
above the state and national averages.
Unemployment in Vermillion County
remained somewhat higher, and Sullivan

County continued to experience the

highest level of unemployment in the
state; 13% for all of 1987, and 9.9% in
April 1988. As was true six months ago,
the trend in establishment employment

(measuring employment by place of

work) was more positive than the trend
in the labor force estimate of employ-
ment (based on place of residence). But
in contrast to shrinking employment
through the first nine months of 1987,
over the last quarter of that year and in
the first quarter of 1988 the trend as
measured by the labor force estimate was
stable to slightly positive. As measured by
establishment employment the trend was
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strongly positive. By the latter measure,

the loss of 500 jobs over the past year in

manufacturing was more than offset by

gains of 500 jobs in retail and wholesale
trade, 300 jobs in transportation, 400 jobs

in construction, and 500 jobs in assorted

service occupations.
Construction was expected to be the

bright spot in the Terre Haute economy
for 1988, but the boom has been slow in
coming. As measured by employment,
construction activity has remained on a
plateau. Perhaps the explanation is that
some of the projects announced in 1987,
including the Porcine Somatotropin
facility at Pitman-Moore and the down-
town parking garage, have just broken
ground, while other construction,
including buildings at I.S.U., is not yet
underway. Enough commercial, indus-
trial, and institutional work is still in the
pipeline to keep construction activity
fairly strong through 1988 and into early
1989. Little help will come from the
residential sector: the demand for
housing remains weak, and residential
construction activity appears to be
trending downward. The value of resi-
dential building permits in Vigo County
for the 12 months ending March 1988
was 5% less than for the previous 12-
month period, and the decline may be
accelerating.

Construction was expected to be
the bright spot in the Terre Haute
economy for 1988, but the boom
has been slow in coming.

The market for existing homes
remains soft, with listings for the Terre
Haute area totalling about 1,600. Homes
remain listed an average of 176 days, the
same as last year, and the average selling
price in the first quarter of 1988 was
slightly lower than in the corresponding
period of 1987. This sluggishness rein-
forces the impression that although
employment may be improving, the local
economy is far from ebullient.

Figure 3

Employment by Residence, Sullivan County

(March of Each Year)
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Figure 4
Employment by Residence, Vermillion County
(March of Each Year)
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The Figures are intended to put the
recovery of the Terre Haute area
economy in a long-term perspective.
They illustrate that the 1980s have been a
period of protracted stagnation in total
employment. Employment of residents of
Vigo and Clay counties is lower today
than it was in 1980. Employment of
Sullivan County residents is at its lowest
point of the 1980s. Only in Vermillion
County, where Eli Lilly & Co. is the
largest employer, is the trend positive.

In the first half of 1988, the U.S.
economy performed near the upper limit
of reasonable expectations. Given that
environment, the Terre Haute area
cconomy also improved. The region is
still searching for at least partial replace-
ment of its lost manufacturing base;
unless and until that occurs, Terre Haute
remains vulnerable.

Gary-Hammond-East
Chicago (Calumet Area)

Leslie P. Singer

Professor of Economics, Indiana University
Northwest

The Northwest Indiana economy is
progressing along the path we had pre-
dicted six months ago. The manufactur-
ing sector has stabilized, and the non-
manufacturing sector is gradually ex-
panding, Average weekly hours worked

in steel are in excess of 43 (reflecting
overtime), and gross weekly earnings
average over $650, the highest of any
Indiana industry.

This sounds like good news, and it is.
We must, however, point out that
although we predicted stabilization in the
local manufacturing sectors, we do not
foresee much long-run growth. The non-
manufacturing sectors will, of course,
continue to expand, gaining almost 2,000
new jobs by this time next year. In terms
of a full-time equivalent (a 40-hour
week), the 2,000 nonmanufacturing jobs,
which are for the most part in retail and
miscellaneous services, correspond to
less than 1,500 jobs because average
hours per week are below 30. Gross
weekly earnings in nonmanufacturing are
only slightly above $200, compared to
$650 in steel.

Table 1

Short-Term Forecast (Quarterly Averages)

1988 1988 1988 1989 1989

10 20 30 40 [0 20
Manufacturing Employment 55.6 56.8 56.4 55.8 56.8 57.0
Steel Mills 353 35.9 35.6 35.0 3519 36.6
Other Manufacturing 20.3 20.9 20.8 20.8 20,9 20,4
Nonmanufacturing Employment 165.5 166. 1 167.3 168.6 166.4 167.8
Construction, Transportation 10.5 10.9 10.9 10.7 10.4 10.9
Services and Trade 103.2 103.4 104.5 105.4 104.0 104.2
Public Sector 31.8 3l 5 31.8 3.4 3.3
Health Care 20.0 20.1 20.2 20.7 20.6 214
Total Employment 2211 222.9 2237 224.4 22372 224 8

Establishment Employment Projections
(in 1000s)
1980 1989 1990 1997 1992 1993 1994 1995 1996
Actual

Manufacturing
Employment 97.27 56.98 56.46 57.42 57.90 58.39 59.37 59.86
Nonmanufacturing
Employment 159.33 167.38 168.91 170.32 173.03 17578 178.58 181.42 184.30
Total
Employment 256.60 224.36 225.37 227.26 230.45 233.68 236.97 240.79 244.16
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We must put these economic devel-
opments in a global context. The rebound
in local steel can be attributed about 35%
or 40% to restructuring, reorganization,
and improved productivity, and about
60% or 65% to lower export prices for
steel (because of the depreciation of the
U.S. dollar). In the long run (three to
four years), I estimate that the improved
competitive position of local steel in
global markets will diminish as foreign
currencies gradually adjust to new
equilibrium levels. Consequently, to
remain competitive local steel firms will
have to modernize at an accelerated rate,
in spite of rising costs of borrowing. In
other words, local steel companies will
have to draw on retained earnings to a
much greater extent than they have been
able to do in the past, when they suffered
losses. The current rise in steel’s profita-
bility cannot become an inducement for
labor to extract further wage gains.
Moderation in both prices and wages is
necessary to retain global market shares.

U.S. capital-goods industries and
steel (a supplier of intermediate prod-
ucts) are currently benefiting from a
flood of orders for machinery from
Korea, Taiwan, and elsewhere. Foreign
buyers wish to take advantage of the
devalued dollar before revaluation
occurs, In a perverse sort of way, the U.S.
stock market’s poor performance makes
U.S. goods more attractive than dollar-
denominated securities. This, in turn,
boosts our exports of capital goods and
communications equipment.

Northwest Indiana, as did many other
parts of the country, suffered what must
be considered a cultural shock when we
realized how much our manufacturing
leadership has slipped relative to foreign
economies. There are many causes of this
state of affairs, While most Western
nations were busy building better and
more powerful economies, the U.S. was
busy building a better society. We are
rightly proud of our accomplishments in
this regard, but we must be prepared to
bear the opportunity costs incurred in the
Process.

What should be clear to most of us is

that the U.S. was advancing on two fronts
while many of our trading partners did
better on one of these fronts. Many local
leaders belittled the expansion in the
service sector by putting almost their
entire emphasis on manufacturing, which
has traditionally supplied secure, high-
paying jobs for relatively unsophisticated
populations.

However, there is a high-skilled, high-
wage service sector as well as a low-
skilled, low-wage service sector. The
challenge for Northwest Indiana is to ex-
pand the high-skilled, high-wage sector,
which until now we have failed to
achieve. If we track high-skilled service
sectors on the East and West Coasts, we
note that average wages in many service
sectors, such as finance, insurance,
communications, and health sciences, arc
significantly higher than average earnings
in steel, In many advanced economics,
such as those of Japan or West Germany,
incomes in the technologically and ana-
lytically sophisticated service sectors
grow more rapidly than incomes in other
sectors--including the manufacturing
sector. We believe that Northwest
Indiana can achieve a reorientation of its
service sector by improving the quality of
its human capital. One of the important
findings of several industrial studies T
have made is that in modern economics,
improvement in the quality of human
capital precedes improvement in the
quality of physical capital. Moreover, just
as local industries have discovered the
absolute necessity of industrial quality
control, our educational institutions must
devise and implement methods of quality
control for our stock of human resources.

The anticipated decline in Lake
County’s population will help us attain a
better-balanced and a more sustainable
growth economy. The anticipated decline
in the number of young entrants into the
labor force will match the expected slow
growth in manufacturing. The anticipated
increase in the older population will in-
crease the demand for services, including
high-wage financial health care, educa-
tion, and other services. The ancient city
of Venice had almost no manufacturing

or agriculture. However, its service sector
made that city one of the richest and
most prosperous of the medieval world.
Short-run and long-run forecasts for
this region are shown in Tables 1 and 2.

Jeffersonville-New Albany
(Louisville Area)

Fay Ross Greckel

Professor of Economics, Indiana Univer-
sity Southeast

The seven-county Louisville metro-
politan area economy grew at a more
robust pace than expected during the last
several months of 1987, and that rather
brisk expansion has continued into early
1988 in most sectors, Preliminary data
suggest that this trend will continue for
the next several months, resulting in a
stronger economy in 1988 than was
predicted here six months ago.

Employment statistics are particularly
encouraging, with gains reported in both
manufacturing and nonmanufacturing, in
both the Indiana and Kentucky portions
of the metropolitan arca, As Table 1
shows, there was little or no employment
growth during the first half of 1987. But
about 14,000 jobs were added during the
last six months of the year. (The third-
quarter statistics published in this column
in December were recently revised
upward by the reporting agencies.) Sea-
sonally adjusted data indicate gains of an
additional 6,500 jobs during the first
quarter of 1988--a very healthy start for
the year.

For the first time in several years, the
number of manufacturing jobs appears (o













