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s the number one
manufacturing state in the
country, Indiana’s economy
continues to evolve as manufacturing
jobs continue to dwindle. In 1990,
manufacturing jobs made up 24
percent of the state’s workforce. In
2006, that number was down to 19
percent; meanwhile service-providing
jobs increased from 71 percent to 76
percent of the state’s workforce.
Education and health care remain
two of the largest service sectors
in Indiana, but another important
service sector, professional and
business services, has experienced
growth surpassing both the United
States and Midwestern neighbors.
Harpel (2006) suggests that the
professional and business services
(PBS) sector supports economic
growth, and sector growth has been
largely positive.1 This article tracks
the PBS sector for Indiana metro
areas and provides comparative
information on Indiana and
neighboring states.
Structural Changes in the U.S.
Economy
Economies of the world practicing
free enterprise almost always evolve
along very similar paths but at
diﬀerent time periods in history. As
an economy makes the transition
from one phase to another, a radical
restructuring of its labor force is
typically observed. This process can
be especially painful for workers
in sectors that are slow to adapt to
changing conditions.
Economies start out as being
almost exclusively agricultural in
nature. The United States began
this evolutionary process during
colonial times when over 90 percent
of all workers made their living in
farming. As late as the Civil War,

more than two-thirds of workers
were still employed in agriculture.
By the 1920s, more than onefourth of U.S. workers were still in
agriculture, but the percentage of
agricultural workers has dropped to
about 2 percent since then—with a
corresponding massive reduction in
the number of farms. States that held
on to agriculture as their economic
mainstay became economically
depressed, particularly when
compared to states that embraced
the transition to manufacturing
economies. By 1925, employment in
the manufacturing segment of the
economy surpassed employment
in agriculture. Manufacturing
employment peaked at 19.4 million
in 1979 but has subsequently
continued to decline to 14.2 million
workers as of December 2006. New
manufacturing jobs in the United
States seem unlikely, with typical
projections calling for another halfmillion or more manufacturing job
losses in the coming decade. Such
losses can be attributed to increasing
automation, improved eﬃciency,
foreign competition, and outsourcing.
Meanwhile the service sector of
the economy continued to make
significant advances. In 1979, there
were 64.9 million U.S. service
workers; by December 2006, the
number had surged to 113.9 million.
The ratio of service workers to
manufacturing workers increased
from 3.35 in 1979 to 8.05 as of
December 2006.

“

Replacing manufacturing jobs
with service jobs often translates into
painful wage losses; manufacturing
jobs pay 23 percent more than
service sector jobs on average.
Service jobs are typically thought
of as including retail salespeople,
food service workers, customer
service representatives, janitors,
hairdressers, and groundskeepers.
U.S. Department of Labor statistics
for 2005 verify a significant diﬀerence
in average mean earnings for these
service sector jobs when compared to
production jobs. Whereas production
jobs paid a mean average annual
wage of $29,890 in 2005, food
preparation and service jobs paid a
mean average annual wage of $17,840
and personal service jobs paid a mean
average wage of $22,180.
Fortunately, not all service-related
jobs produce lower wages. The
service industry also encompasses
new job opportunities driven by
the transition to a knowledge-based
economy. This type of economy is
often called an information society
where an increasing number of
employees work in information
jobs that are based on services,
education, and creative activities.
This transformation is the byproduct
of technological progress and the
increasing importance of computer
technology. An information society
generates a large number of high
paying jobs that involve working
with knowledge and a declining

Replacing manufacturing jobs with service jobs often translates
into painful wage losses; manufacturing jobs pay 23 percent more
than service sector jobs on average.
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Figure 4
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Goods-Producing
Despite the stereotypical view
of declining goods-producing
sectors in general, Indiana has not
experienced the declines observed
in neighboring states, and actually
surpassed the nation in overall job
growth in goods-producing sectors
(see Figure 5). Growth in goods-

Figure 2
Percent Change in Total Nonfarm Payrolls in Indiana Metros, 1990 to 2006

Indianapolis

nonfarm payrolls from 1990 to 2006.
The approximate 18 percent change
in nonfarm payrolls lags the overall
U.S. change of 24 percent (see Figure
1). However, Indiana surpassed its
neighboring states with the exception
of Kentucky.
Four metropolitan areas in Indiana
exceeded the U.S. change in job
growth. Bloomington, Columbus,
Elkhart-Goshen, and Indianapolis
all exceeded U.S. job growth over
the period 1990 to 2006 (see Figure
2). Anderson, Kokomo, and Muncie
experienced negative changes in total
nonfarm payrolls, with Anderson
observing the largest decline.
Five-Year Trends: We observe
lower annual growth rates over the
most recent five-year period. Even
though Indiana added jobs, the rate
of growth slowed compared to the
rate observed from 1990 to 2006 (see
Figure 3). Despite this slower growth,
Indiana added more jobs than its
neighboring states, with the exception
of Kentucky. Indiana again lagged
behind the nation with respect to the
annual growth rate.
Across all Indiana metro areas, we
also observe average annual growth
rates for the most recent five-year
period less than the longer term
sixteen-year growth rate (see Figure
4). One exception was the ElkhartGoshen metro area. Its five-year
annual growth rate of 1.72 percent
slightly exceeded the sixteen-year
growth rate of 1.68 percent. It should
also be noted that Elkhart-Goshen
observed healthy gains in both
manufacturing and professional and
business services over the five-year
and sixteen-year period.

Source: Bureau of Labor Statistics
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Figure 6
Percent Change in Goods-Producing Sectors in Indiana Metros, 1990 to 2006
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Percent Change in Goods-Producing
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producing sectors was nearly flat for
Indiana, outperforming its neighbors.
Kentucky saw declines of over 1
percent, and Ohio saw the largest
decline at 18 percent.
While some Indiana metro areas
experienced deep declines in goodsproducing sectors, other metro
areas experienced significant gains;
Bloomington, Columbus, ElkhartGoshen, Evansville, Indianapolis,
Lafayette, and Terre Haute all
experienced positive changes (see
Figure 6). Elkhart-Goshen far
exceeded national and state changes
with an increase of 31 percent. Metro
areas showing significant declines
in goods-producing payrolls include
Anderson, Muncie, and Gary.

Anderson saw the largest decline
with a 55 percent negative change in
goods-producing payrolls.

Figure 7
Percent Change in Service Providing
Jobs in the Midwest, 1990 to 2006

approximately 26 percent, with some
metro areas significantly exceeding
this level of change (see Figure 8).
Indianapolis experienced the
largest change in service-providing
jobs and Bloomington, Columbus,
and Elkhart-Goshen also experienced
increases that exceeded the
state average. Indianapolis and
Bloomington were the only two
metro areas where the change in
service sectors exceeded the national
average. Smaller increases were also
evident in metro areas that observed
smaller changes in nonfarm payrolls.
Anderson, Kokomo, Terre Haute,
and Muncie all observed changes
in service-sector jobs that did not

Service-Providing
Indiana’s transition to serviceproviding sector jobs again exceeded
all neighboring states with the
exception of Kentucky (see Figure
7). The addition of service-providing
jobs in Indiana did not keep pace
with changes in the macro-economy,
however. The change in serviceproviding jobs for the United States
stood at 32.5 percent.
Indiana’s growth in serviceproviding industries was positive in
all metro areas. Statewide growth
in service-providing sectors was

Figure 8
Percent Change in Service-Providing Jobs in Indiana Metros, 1990 to 2006
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keep pace with Indiana or the U.S.
economy.

Kentucky job losses in manufacturing
were 4 percent, slightly less than the
6.6 percent decline for Indiana.
Within Indiana, the largest
decrease (62 percent) in
manufacturing occurred in Anderson
(see Figure 10). The largest positive
change occurred in the ElkhartGoshen metro area with an increase
exceeding 30 percent. Columbus,
Lafayette, Terre Haute, and Evansville
also registered positive changes
in manufacturing employment.
Anderson, Gary, Michigan City, and
Muncie all declined more than the
nation overall.
It is interesting to note that
the largest positive changes in
manufacturing employment were

Manufacturing
Indiana observed significant swings
in manufacturing payrolls across
metro areas. Indiana observed a
6.6 percent decline, or a total of
40,000 jobs over the sixteen-year
period analyzed (see Figure 9). This
percentage change in manufacturing
employment pales in comparison
to the national economy, and was
significantly less than the three
neighboring states of Illinois,
Michigan, and Ohio. Manufacturing
job losses for the United States stood
at 20 percent and Illinois, Ohio, and
Michigan all exceeded 20 percent.
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Figure 10
Percent Change in Manufacturing Jobs in Indiana’s Metros, 1990 to 2006
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Figure 9
Percent Change in Manufacturing Jobs
in the Midwest, 1990 to 2006

experienced by the metro areas that
observed the largest changes in
service-providing payrolls.
Professional and Business
Services Sector
Indiana saw significant percentage
gains in the professional and business
services sector. Gains in the PBS
sector exceeded gains in the United
States and surrounding states except
for Kentucky (see Figure 11). The
80 percent change for Indiana was
also almost double the changes
observed in Ohio and Illinois. Equally
impressive, gains in certain Indiana
metro areas far exceeded neighboring
states and the nation as a whole (see
Figure 12).

Figure 11
Percent Change in Professional and
Business Services Jobs in the Midwest,
1990 to 2006

Figure 12
Percent Change in Professional and Business Services Jobs in Indiana Metros, 1990
to 2006
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The Lafayette metro area
experienced the largest percentage
change in the PBS sector at 325
percent. The smallest increase in
PBS sector employees was observed
for the Anderson metro region.
Anderson also observed the steepest
decline in manufacturing jobs. While
not all gains in the PBS sector were
associated with positive gains in the
manufacturing sector, it is interesting
to note that the two largest PBS gains,
Lafayette and Elkhart-Goshen, were
also associated with positive gains
in manufacturing. In fact, ElkhartGoshen had the largest increase in
manufacturing at 31 percent and
the second largest increase in PBS
growth of 125 percent. Bloomington,
Columbus, Elkhart, Indianapolis, and
Lafayette all experienced changes
in PBS employment that exceeded
Indiana and U.S. changes.

national and neighboring state
changes. While the overall PBS sector
is small relative to traditional services
of education and health care, and
the goods-producing manufacturing
sector, its overall comparative growth
does show promise.
Given that manufacturing
continues to decline, the PBS sector
is a viable alternative and likewise
contributes to economic development
at the regional level. Economic
developers in Indiana should be
familiar with PBS sector growth
potential in their region, and might
think of explicit strategies to foster

Average Weekly Wages
Across all Indiana metro areas except
for Kokomo, average weekly wages
for two out of the three subsectors
in the PBS sector exceed the average
weekly wage for that region. Wages
for the professional, scientific,
and technical and management of
company’s subsectors exceeded
the average weekly wages in each
respective metro area (see Table 1).
In all but one metro area,
average weekly wages for the
management of companies subsector
exceeded average weekly wages for
manufacturing. Across all metro
areas, the administrative and support
services was the lowest paid in
terms of average weekly wages. This
subsector was less than the average
weekly wage in each metro across
all industries. Administrative and
support services jobs are generally
lower skilled positions and require
less preparation in terms of education
and training, but do provide
important support to the overall
growth of the PBS sector, as well as
other firms.

Louisville

Conclusion
Indiana has experienced growth
in the PBS sector that exceeds both

6

and grow this important
sector.
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Table 1
Average Weekly Wages in Indiana Metros, 2006

Metro

Anderson
Bloomington
Columbus
ElkhartGoshen
Evansville
Fort Wayne
Gary
Indianapolis
Kokomo
Lafayette
Michigan City
Muncie
South Bend
Terre Haute

Weekly
Wage

Professional, Management Administrative,
Scientific,
of Companies
Support
and Technical
and
and Waste
Total Manufacturing
Services
Enterprises
Management

Average

$595

$728

$712

$914

$431

Percent

100%

122.4%

119.7%

153.6%

72.4%

Average

$611

$989

$657

$1,369

$390

Percent

100%

161.9%

107.5%

224.1%

63.8%

Average

$584

$766

$706

$2,303

$391

Percent

100%

131.2%

120.9%

300.7%

67.0%

Average

$719

$960

$838

$1,250

$483

Percent

100%

133.5%

116.6%

173.9%

67.2%

Average

$698

$798

$758

$1,570

$410

Percent

100%

114.3%

108.6%

224.9%

58.7%

Average

$692

$1,057

$848

$1,143

$395

Percent

100%

152.7%

122.5%

165.2%

57.1%

Average

$674

$920

$910

$1,027

$440

Percent

100%

136.5%

135.0%

152.4%

65.3%

Average

$682

$1,204

$790

$1,209

$477

Percent

100%

176.5%

115.8%

177.3%

69.9%

Average

$766

$1,105

$1,056

$1,872

$493

Percent

100%

144.3%

137.9%

244.4%

64.4%

Average

$874

$1,585

$866

$626

$304

Percent

100%

181.4%

99.1%

71.6%

34.8%

Average

$662

$899

$753

$1,224

$393

Percent

100%

135.8%

113.7%

136.2%

59.4%

Average

$596

$770

$623

$906

$403

Percent

100%

129.2%

104.5%

152.0%

67.6%

Average

$580

$880

$734

$932

$283

Percent

100%

151.7%

126.6%

160.7%

48.8%

Average

$677

$916

$858

$1,660

$355

Percent

100%

135.3%

126.7%

245.2%

52.4%

Average

$596

$826

$748

$1,088

$401

Percent

100%

138.6%

125.5%

182.6%

67.3%

Source: STATS Indiana, using ES-202 data
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