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l. Executive Summary

The Construction sector is an important component of the Wisconsin economy. It generates a
significant amount of t h eandsm@olyseadlarge Gumbes sf Do me
workers in relatively hig paying jobs.Not surprisingly, the Construction sector declined
substantially, both nationally and statewide as a result of the deep and protracted recession. As
the economy emerges from the downturn, the Construction sector can play an important role i

the recovery, as spending in this industry indiregitymeates the broader economylhese

Ari ppl eproduceaanultipged economic impact, as spending on construction projects
results inspending on goods and services in a wide range of ottterséen the state economy.

This study documents and quantifies the ovesiglhificanceof Construction to the Wisconsin
economy. After considering recent trends in the Wisconsin economy in general, and the
Construction sector specificalliyo hypotletical case studieare conductedhat demonstrate

and document how initial Construction activity works its way throdkgd broader state
economy thereby generating expanded economic benefits to the state as a whole. These benefits
are quantified in termsf output created, jobs generated, and earnings prodlieedrevenue

effects are also briefly considered.

Key findings of this report include:

e The Construction sector directly produceBl8billion of real GDP in 200. This was
3.6% of total stateeal GDPof $244.4 billion

e Condruction was the source @65,608jobs in 20®, a year that saw substantial declines
in Construction employment

e The average wage and salary payment@amstructionemployee was $49,735, which
was 24.9% above the stateerage for private compensation

e Although the sec al | ed A Gr eat Recessiono officiall
unemployment rate remains in the range of 7.5% as of the end of 2010, and thus there
remains significant unused capacity in the state ecgnorfhe construction sector
remains close to depression levels with an unemployment rate of nearly 30%

e Through the first 11 months of 2010, there were preliminary signs of job growth for
Wisconsin in general, and the Construction sector in particularas/aational economic
growth moderated

e Construction of a ¥1 million new nonresidential buildindnas the following economic
impactswhich are summarized in Table E1

o Every $1 spentdirectly onthis type ofconstructionproject produces aroverall
econanic impact of approximately1$92. So a $D million investment translates
into $19.2million in total economic impact.

o Every $1 million spent directly othis type ofconstructionproject generates
about 17jobs throughout the economy. So aGbinillion investment translates
into just over 170 johsincluding 91 jobs in the Construction sector and an
additional79 jobs elsewhere in the economy.

o Every $1 million spent directly othis type ofconstructionproject generates
about $85 thousandin state and local tax revenues. 810 million investment
leads to$853 thousandh tax revenue.

o0 The Total Value Addedabove and beyond purchased inputsn the project is
$10.3million, with 75% of that coming in the form of Labor Income.
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Construction workon a $1 million remodeling project for a nonresidential buildiag
the following economic impactshich are summarized in Table E1

o Every $1 spent directly othis type ofconstructionproject produces an overall
economic impact of approximately $2. Hence a $1 million investment
translates into $22 million in total economic impact.
The $1 million spent directly othis type ofconstructionprojectgenerates just
over 18jobs throughout the economy, includimgproximately 10obs in the
Construction sector and an additioBgbbs elsewhere.
The $1 million spent directly othis type ofconstructiorprojectgeneratesearly
91 thousandh state and local tax revenues.
The Total Value Added@dbove and beyond purchased inputsn the project is
$1.1million, with just over 736 of that coming in the form of Labor Income.

Table E1: Total Economiclmpact of Hypothetical Construction Projects
Case Study 1: Case Study 2:
$10Million New Building Project $1 Million Remodeling Project
Total Total Total Tax Total Total Total Tax
Economic Jab Revenue Economic Job Revenue
Industry Impact Increase Generated Impact Increase | Generated
Construction
Sector $10.1million 91 X $1 million 10 X
All Other
Sectors $9.1million 79 X $0.92million 8 X
Total $19.2million 170 $853 thousand| $1.92million 18 $91 thousand

Clearly @nstruction is an important sector in the state in terms of its contribution to state output
and jobs, and it can provide much needed stimulus to the Wisconsin economy ducmgehe
generally weak economic climate. This is true for a wide range ehpal construction projects.
While two distinct case studies were developed in this report, it turned ouhéhéwo case
studies generadkesimilar impacts per $1 million spent in the secteurthermorethese impacts
would besimilar across a wide range of nondesitial construction activities, includingnew
construction or renovation of various standalone structures (e.g., educational buildings, office
buildings, health care buildings, amusement, social and recreatidmfs), and other types of
construction activities (e.g., sewerage and water treatment facilities, water storage facilities,
airport runway construction, road construction, mass transit construction).

These hypothetical case studies provide insightsthe overall scale of impacts that projects of

this nature would generateMoreover, within reason, these results are scalable. That is, one
could examine a project that has twice the spending level of the case study, and as long as the
project is wihin the same construction subsector, the impact on the state economy would be
found to be twice as large.

There is one very important caveat. The economic model that is used to generate these impacts
assumes that there exist no capacity constraiatsatbuld prevent the economy from expanding
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by the full impact. During periods in which there is significant slack in the economy as is
currently the case, it is unlikely that even much larger projeaehéps even as high as $200
million) would generatebottlenecks that would prevent the full scalable impact from being
realized. However, we caution that as the state economy recovers, there is an increased
likelihood that significant bottlenecks would emerge and these would dampen the expansionary
impacs of very large projects.
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Il. Introduction

The Construction sector plays an important role in most modern economic systems, and the
Wisconsin economy is no different. If there were any doubts regarding the impacts that
disruptions in the construction $ec can have, theyhave been eliminatethy the recent
experience wietchessheni&r ¢dlatwe Rer |, it iI's useful
impacts of construction more formally and precisely.

The impact of the Construction sector on the Wisconsinauoyis documented itthis report in

two ways: First, the reportexamine the absolute andelative size of the Constructi@ectorin
Wisconsinin terms of real Gross Domestic ProdyRGDP), employment and wage§his

provides a recensnapshot of how the industry fits into the Wisconsin econontys is
supplemented with a review of monthly data on the U.S. and Wisconsin labor maikets

higher frequency datallows for a closer look at the state of the business cycle that was geachin

its trough during2009 the last year thaannual data are available. Secptigt studyexamine

the specific economic impactsn income, employment outptitatnew construction projestan

have on the state econonThis provides insights into th€ongructionsectob s cont ri but i
the short term economic growth of tAésconsineconomy.

In the course of examining theeconomic impacts, this report provides a decomposition of
overall economic impacts into two major components: 1)inmaediateecanomic effectsin

terms of the output, employment and incothat aregenerated bythe initial spending on
construction project2) the @ di t i on al economic effects or Ar
initial spending works its way through the other sesctaf the economyit is these ripple effects

that cause the cumulative economic influence of a given construction project to extend well
beyond the initial spending itself.

Note that the analysis is confined to an evaluation of the economic stimoinstie project

itself, and it does not attempt to measure the economic benefits associated with activities that
take place in my new facility, nor does it capture enhancemetus productivity from
improvements in public or privaiafrastructure. If these other sources of economic growth are
important, this analysis will understate the total economic impacts.

In generalthis report establishefat Constructionis one ofa number oimid-sized industrial
sectors that make up the coretloé Wisconsin eanomy. This is shown usinggveral standard
measures of economic activity. For example, the Consbtrusictor directly produced $8.8
billion of Real GDP in 200. This was 3% of the total state real GDRor that year of $244.4
billion. Construction was also a msized component of the overall Wisconsin labairrket. The
sectorcontainedl165,608jobs in 20®@. Of those jobs, €% were classified as wage asdlary

jobs. Thesewere, on average, wepaying jobs; he average annual pay 200 of these wage

and salaryonstructiorjobswas $19,735 whichwas 24.% above the state average 80805

These figures should be interpreted within the context of the current state of the business cycle.
The most ecentmonthly economic indicatorseveal that th@ational economypegan to expand

as of June 2009, arttie labor market began teboundseveral months later. In general, the
economycontinues to improvealbeit at a modest pacdhe situation habeenless favorable in

the Constructiosector, which has lagged in this recovery.

A generallysimilar pattern emergdsr the Wisconsin economyased on employment figures
the stateds economy bottomed out in January o
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growth since then. Overallhough the first 11 months of 201the statehas seen 1.5%
employment growth, which translates irgpproximately 44,500 job©ver the same 11 month

peri od, the stateds Constr uct somewhat everdtates thee mp | o
relative eal t h of the stateds Construction sector .
losses it experienced during the downturn and because of the renewed weakness that emerged
during the summer of 2010. The most reasonable conclusion from the highentreglata is

that,at both the national and state leve¢s;overy has been slow, atiee Canstruction sector has

nottaken its traditional rolas a prime driver in thieroadereconomiaecovery.

Moving beyond this snapshot of the existing situation, this reganvsthat two different types
of construction projects hawggnificantextended economic effects on the Wisconsin economy.
These include:

e A $10 million new nonresidentiabuilding constuction project produces Total Output
Spending Effects of 9.2 million, Total Employment Effects 0170 jobs, and Total
Value Added effects of .3million, including$7.7 million in Labor Income.

¢ A $1 million remodeling projecon an existinghonresi@ntial buildingproduces Ttal
Output Spending Effects &1.92 million, Total Employment Effects 018 jobs, and
Total Value Added effects glst under $1.1 millionincluding approximately $795
thousandn Labor Income.

Using information on thincome generated by these projects, this report estimatestdtatind
local tax revenues ssciated with these projects would: 1$852,803for the $D million new
building projectand$90,879for the $1 million remodeling project.

Overall, these findigs support the conclusion that the Construction sector represents an
important component of the Wisconsin economy based on its share of state output and on the
number of welpaying jobs that exist in the sector. In additioanstruction activityalso ha
important stimulative effects that should be considered as part of any economic stimulus package
for the state.
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[1. Size of Constructio®ectorin Wisconsin

One way to evaluate thele of Construction in the Wisconsin economy is to exantiree
magntude of activity in thasector and to note its size relative to other maectordn the state.

This can be done using several conventional measures of economic activity relating to output,
employment and irame. Each of these is evaluatedurn.

A. Real Gross Domestic Product for Wisconsin

Real Gross Domestic Product (RGDP) is the most widelg asel recognized measure of total
output of a given economit.can be defined in several wayor exampleRGDP represents the
inflation adjustedsalueof the final output produced by productive activities within the economy.
Alternatively, it can belefinedas the aggregate income earned by all factors of production in the
economy.

The U.S. Bureau of Economic Analysis (BEA) regularly publistpesrtery estimates of Real

Gross Domestic Product for the U.S. economy as a whole. The BEA also publishes, on an annual
basis,a similar measure for each state, which is knowrReaal Gross Domestic Product by
State! Accompanying the overall totlare estimatesf the breadown of RGDP by major
industrial sector.

As it applies to WisconsilRGDPrepresents the total dollar sum of all domestic output produced
in the stateafter subtracting the value of intermediate inputs purchased from other sectors in the
state or imported from outside the statdn effect, it isthe totalfivalue added obtained by
summingacross all industrieis the state economy

In practice, however, the calculation of RGDP by state is done using a different agproach.
Instead, BEAderivesRGDP for states using methodology that is consistent with its approach

to derivingRGDP at the national level. Thaéssumes that total outputasmprised ofthe sum of
incomes to factors of productipplus the cost of production.

This approach is illustrated in Figure 1, which shows that RGDP comes from three broad
sources: 1) worker earnings, 2) payments to capital (including interest, dividends and profits)
and capital depreciation, and 3) indirect business taxes at the fextatal,and local levels.
Combining these more easily calculated components leads to the most comprehensive measure
of output that is available for tracking state economic activity.

! BEA: GDP by State Estimation Methodolof2006http://www.bea.gov/regional/pdf/gsp/GDPState.pdf
2 Actually calculating RGDP by summing value added in this fashion would be prohibitively expensive on an
ongoing basis. This is because it would require extensive and repeated surveys of all state industries.



http://www.bea.gov/regional/pdf/gsp/GDPState.pdf

STATISTICAL

Y
4
4 SOLUTIONS

Page|l0
Figure 1. Estimation of GDP for States
LABOR INCOME
Includes the wages, salaries, and other benefits
earned by workers
BUSINESS TAXES Gross
Includes Federal excise, sales, property, and other | Domestic
taxes that can be included as a business expense. Product
by State
CAPITAL INCOME
Includes income earned by individual or joint busi-
ness entrepreneurs as well as corporations. Also in-
cludes depreciation and other income earned by
capital.

Information on recent trends Wi s ¢ o n s i RGOR is pravides lin Figure 2. Figure 2A

Source: BEA: GDP by State Estimation Methodolod006

shows what has happened to Aggregate RGI® Figure 2B showper @pita RGDF' both
over the 19972009 time period.Theseillustrate that the Wisconsin economy has generally
grown over time, although somewhat unevenly asmsequence of the effects biisiness
cycles. Total RGDP (expressed in ZD@ollars) grew from $196.2 billion in 1997 to ®44.4

billion in 2009, for an overall growth rate d4.6%, or 19% per year on an annualized basis.

Over the same periggher capita RGDFalso expressedi20® dollars) grew from 37,251in
1997 to $43,214in 200. This is an expansion of16.0% over the 2 year period, oran

annualized growth rate of 346. The obvious exception to this story of continuous growth was

2009, when both total and per capita Real GDP declined notably.

The patterns in thgearto-year growthratesfor both measures are shownFigure Z. This
shows that growth varied considerably across years, primarily due to the state of thesbusines

cycle. Total growth was strong 3.9% during each ofetlboom years of 1998 and 1999. The

relatively short (8 monthjecessionin 2001 caused GDP growth to slow nearly to a halsf
0.7%) for that yearThis was followed by a sluggish reboutidtoughout the 2000syhere
growth never got back above 3%. The best that was achieved wasrnzrg#se in 2004 real
GDP. Overthe 20@i 2008 period annual growth ranged from 2@8to 28%. With the onset of

t he

nGreat Recessionbo

tot al

Re al

GDP decl

ned

% An annual measure of state level RGDP is available back as far as 1989. However, effective 1997, the U.S. Bureau
of Economic Analysis introduced a new data series based on modified methodology, and discontinued its original

series. To avoid the complicatis of patching these two series, only data from the new series are provided.
* Real Per Capita Gross Domestic Product RPGDP is calculated by dividing Real Gross Domestic Product by the

statewide population. This allows for population growth over the pieréod. Estimates of annual population are

reported in the BEA Regional Economic Information System (REIS) database state profiles, and are derived from

the U.S. Bureau of the Census, midyear population estimates for each year.
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Figure 2A: Real GDP for Wisconsin
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Figure 2B: Real Per Capita GDP for
Wisconsin
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Per capita RGDP closely followed the pattern in oveR@DP, asmight be expected in a state

with relatively slow changing population level. Annualgtb rates varied from as high 3s3%

during 1998 and 1999, to a low of 0.1% during the 2001 recession. During each of the recovery
years of the 2000s per capita Re&@lfsgrew between 1.2% and 2.2%, before tumbling2d%6

during 2009.

To augment these aggregate patterns in Wisconsin RDGP, thes shaféisconsin RGDP
produced by each major industrial sectoe provided in Figure 3. The data are for 200nd

the setors are based on the North American Industry Classification System (NAIEE)gure

3, Manufacturing stands out as the largest industrial sector inMiseonsin economy. It
accounted for 17.3% of the overall 2009 state output. This is in spite séthar decline that

has occurred in the role of manufacturing both in the State of Wisconsin and elsewhere
throughout the U.S.

Figure 3: Sectoral Shares of 2009
Wisconsin Real GDP

20.0%
18.0%
16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%
0.0%

17.3%

Agricult./ forest./fish./hunt.
Mining

Utilities

Construction

Manufacturing

Wholesale Trade

Retail Trade

Transportation & Warehousing
Information

Finance & Insurance

Real Estate, Rental, & Leasing
Professional & Technical Serv.
Management of Companies
Administrative & Waste Serv,
Educational Serv.

Health care & Social Assistance
Arts, Entertain., & Rec.
Accommodation & Food Serv.
Other Serv

Government

Source: US Bureau of Economic Analysis
The rest of the productive activity in the state was widely spread across theesttoes of the
economy. here were onlyfour private industrial sectors that accounted for more &f&nof

® Data for 2009 are prestenl for consistency with intesectoral analysis discussed later in the repditiough

there is some fluctuation over time due to both business cycle effects andratreltanges in the economy, the

fluctuationtends to evolve slowlyThe Constructioshare of Wisconsin RGDP has been slowly declining over the

19972 009 period. It was as high as 6.4% in 1997, and was
Recession. o As a result of the di hafedellte 8.6% im2009ef f ect of |
® For information on the NAICS system detép://www.census.gov/eos/www/naics/

" The Manufacturing share of RGDP was 20% as recently as 2000.
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state RGDP in 2009 Another £n sectors had between 2% and 6% of total output, and the
remaining five sectors all had less than 2% e&bl.largest shares after manufacturing were the
Real Estate, Rental & Leasing sectdhe Finance & Insurance sector, and the Health Care &
Social Assistance sectorhe Construction sect@ccounted for 3.6% of Wisconsin RGDRs

such, it was a midized catributor to totaRGDP,that placed irthe top half of the group of ten
with shares between 2% and 6% of RGDP.

B. Employment in th#&/isconsinConstructionSector

Total employmentis the alternative measure of economic activity used in this repbne
employment data used here come flBEA reportson annual wage and salary employmphits
employment of the seémployedby NAICS sector® These data cover the perid897i 2009.

The historical patterngn employment in Wisconsin over this timerjpel are shown in Figure 4.

Figure 4A shows the time path for total employment Bigdire 4B showgmployment in the
Construction sector. Hsereveal patterns that are loosely similar to those for RGDP. Total
employment as shown in Figure 4éxperienceda moderate upward movement from 1997

through 2000 There was a slight dip during the 2001 recessionary period, followed by the
sever al sluggish years that characterized the
20042007 timeframe, before iplping in 2008 and then dropping substantially as the economic

crisis unfolded in 2009.

Congruction employmenbver the 19972009 timeperiod had more pronounced movements,
both good and bad. With one excepti@0@22003), annualized growth rate fromI®through

2005 were above 2%, and in some years well above that rate. There is only slight evidence of the
recession and jobless recovery early in the decade. But then growth stalled over t28@006
period, before plunging during 2008 and 2009. Constmisector employment ro24.6% from

1997 to the peak in 2006, but then fell by a cumulative 16% through 2009.

® The Governmental Sector contrted 11.2% of RGDP. This includézderal (civilian and military), State and

Local government activities

° The size of the Real Estate, Rental and Leasing sector is due to technical issues with respect to the way that owner
occupied housing is treated byeth BEAG6s accounting system. Speci ficall"
property and rents it to another person, that rent shows up as an ongoing transaction that is captured in income
accounting. However, with an owner occupant there is no forraakdction because the owner as renter is
implicitly paying rent to him/herself as property owner. Thus, the BEA treats the transaction exactly this way; a
property owner is considered a business that is renting housing to him or herself. The owrmisiasss, is
providing Ahousing serviceso to him/herself as renter.
this economic activity. Such an imputation is necessary and appropriate if one is to be consistent in the treatment of
rentags and homeowners in the economy.

19 These figures are a part of the State Personal Income data base. The employment figures used here come from
BEA Table SA25.
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The specific details on ye#m-year employment growth rates for both measures are shown in
Figure 4C. Total employment growth rates were consistently positive but below 2% for most
years. Growth was slightly negative during 2€8llD1 and during 200Z008. It then became
substantially negative during 20@®09. For constructioremployment, growthrates were
consistently positive and greater than those for the overall economagtii20062007. Only

once during this period did the pace fall below 2%ut then following the transition year of
20062007, Construction employment fell at rates @@ .and 10.5% during the subsequent two
years. Overall, the patterns shown by Figure 4C illustrate how Construction can be a strong
engine of employment growth in Wisconsin, but at the cost of accentuating business cycle
employment swings.

As with RGDP, i is instructive to look beyond these aggregate patterns in Wisconsin total
employment and to examine its relative distribution across sedBiven the substantial
differences imannual growth rates between Construction employment and total employinent
likely that sectoral shares vary somewhat across time. So selection of a particular year for
examination can influence thresults of this analysis. This is something to keep in mind, given
that the 2009 base year for this report is a time of sigmificecessiorBased on what is shown

in Figure 42, 2009 was relativelyweak year foIConstruction so the 200 share shoulgrovide

a fairly conservative estimatd the relative share ofddstruction employment in Wisconsin.

Figure 5: Wisconsin 2009
Employment Share by Sector
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0,
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Accommodation & Food Serv.

Source: U.S. Bureau &conomic Analysis
Figure 5 shows the share of Z0@/isconsin total employment generated by each major sector
This shows that Manufacturing is tivustrial sectowith the largest employment share in the
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Wisconsin economy, but not by much. After yearsecular decline, manufacturiragcounted

for 13.02% of the overall 209 state employmentThis is only slightly abovehe Government
sector at 12.6%. The Health Care sector (11.4P6) theRetail Trade sdor (10.8%) are the
only otherswith shares in esess of 10%. Construction (4.8%), falls right in the middle of a
group of 6 sectors with employment shares between 4% and The ten other sectors each
make up less tha4?o of total Wisconsin emplagemt during 2009.

C. Wages and Salarigs the Constriction Sector

Employment totalsand the share distributions go a long way toward painting a picture of the
economeg impact of various industrieBut employmentotalsalonedo not provide the complete
picture. This is becauseéhe different skill levels requiral for the different jobs types in the
different sectors result idifferent averagecompensation levels. The Construction seckoes
reasonaly well on this fronf becauseconstruction jobgend to berelatively highskilled and

high paying.

Figure 6 provides the wage profile. It shows average wage and salary income in Wisconsin for
the year 2009 by major NAICS sectdrSeveral interesting insights areident.

The first thing that stands out is that the Utilities #meManagemensectorsowered above all

others in terms of average annual compensation. Theaverage wage and salary income of

$85,110, and $82,010, respectively. No other sector ezdé&dd,000, much less $80,008nd

only Forestry and Agriculture came in above $60,@&h of the two topsectors more than

doublal the average private industry wage and salary incom8®885 However, as shown

previously in Figure 3eachof these sectorenly contributes about2% tot he st atebds o
Further, as shown previously irigbre 5, they collectivelycontributeless than 2% to total
employmentSo overall, this high pay is concentrated in the hands of a relatively small group of
Wisconsin workers.

After thesesectorsthe average annual wages were spread widely acrosscthree spectrum.

There were seven sectors with compensation in a range from a bit below $60,000 to just under
$50,000. Construction and Manufacturing, with average compensation of $49,735 ar@2,$49,4
respedwely, provided the lower bounfibr this group. Indeed, the similarity in average annual
wage structure between Construction and Manufacturing is strioth pay high relative
wages, but certainly not the highe&s a group, these seven sectors, along with Health Care, pay
above aveage annual wage&overnment pays about average, amel temainingeight sectos

pay below average annual compensatimmging from a high 0$39,649 in Transportation &
Warehousing to a low of $13,465 in Accommodations & Food Services.

" Interestingly, the employment shares of the Construction sector are more stable tharetheRG6&P. The
Construction share of employment in 2009 was 4.8%, which was the lowest figure for the years covered in this
report. The average construction employment share over the2D@®7period was 5.2%. It was slightly below 5%

only in 1997and 20Q9The peak was 5.6% in both 2005 and 2006.

2 The average wage and salary income is derived by dividing the Bureau of Economic Analysis total for wage and
salary disbursements (Table SA07) by wage and salary employment (Table SA27). This calculaticelbmits
employed workers, but increases the likelihood that the jobs in the sample -diradull
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V. Recent Business Cycle Indicators

A. The National Economy
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The above analysis of 2009 data must be interpreted within the context of the business cycle

conditions that existed at that time. Given thatith@r e a t

nRbe ceensdsei do d uitis n g

important to assesrore recenthangego the state economyhis recessiowassevereboth in
terms of its length and deptPrior to 2007, the typicglostwar recessiorwas 10 monthsin

length In contrast, the 20020 recession lasted 18 months, making it the longest recession we

have experienced in the pagar period. Figure 8hows thathe annualized rate ahangeof

U.S. Real GDP bottomed out #.8% in the fourth quarter of 2008nd did not turn positive
urtil the third quarter of 2009. This was followed aybrief period of relatively robust growth
during the fourth quarter of 20@9%), but then growthmoderatedhfter that. Specifically, it was
3.7% in the first quarter of 2010, and then dropped to julin the second quarter and 2.6%

in the third quarter of 2010.
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Figure 7: Compounded Annual Growth
Rate of Quarterly Real GDP
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The business cycle had pronounced effects on the labor market as well. Figure ghsihdves
national unemployment raggeaked at 10.1% in October of 2008 drad remained stubbornly
high in the range of 9.5% to 9.8%ince then. This weakness in labor market, along with the
sluggish RGDP gwth, has led some to speculate that tiaioral economy is at risk of a

Source: US Dept. of CommertdBureau of Economic Analysis

(recessions shown as shaded areas)

doubledip recessionHowever, there are other indicators that suggest this is unlikely.

t h:

Three broad indicators that are often used to determine the position of the economy in a business

cycle are the Indices of Leading, Coineid and Lagging Economic activity, published monthly
Movements in the Leading Economic Index (LEI) precede
movements in the overall national economy, whereas movements in the Coincident Economic
Index (CEI) tend to move in concewith changes in real GDP. Finally, the Lagging Economic
Index begins to improve only after the general economy has improved. Thus, by evaheting

by the Conference Board.
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relative positions othese three indicators, ttapproximate state of thieusiness cycle can be
determned.

Source: US Bureau of Labor Statistics

All three of these indices point to the economy being in the early stages of recovery, with no
evidence of a neduture recession. Specifically, in the most recent release of December 17,
2010, theConference Board reported thHzoth the LEI and CEI were risingith the former up
substantially (i.e., the LEI grew 1.1% in November compared to the October index) and the latter
index wasup modestly (i.e., the CEIl increas@d %). Finally, the Laggingconomic Index fell
slightly (-0.1%) in November as compared to October. The Conference Board concluded that
AAIl in all, the current behavior of the composite indexes and their components suggest that the
economic expansion that began in f2@0D9 will ontinue, and could even pick up slightly in the
near term & Conference Board, 12/17/10The recently signed tax bill will reinforce this
expectation.

B. The Wisconsin Economy

Real GDP for States data are oplyblishedon an annal basisso the2010estimate isnot yet
available Neverthelesspther indicators oéconomic activitycan be usetb estimate the state of

the business cycle iwisconsin Of primary interest is the state of the labor markeiring the
official recessionary period oDecember 2007through June of 2009 Wisconsin lost
approximately 130,000 jobd.However, an additional 56,000 jobs were lost between June 2009
and January 2010 whéii s ¢ o reraployntersfigures finallybottomed out.

In termsof the unemploymenimeasureFigure 8 s hows t hat Wi sconsinéds
stood at 4.6% in November 2007, just prior to the onset of the recession. Thpeakésl at

13 These figures reflect changes in monthly seasonally adjusted total civilian employment for the state of Wisconsin.
These monthly employment data are derifrech the US Bureau of Labor Statistics, and are reported by sector.

Note that the sectoral definitions differ slightly from the annual US Bureau of Economic Analysis figures used
earlier in this report.



