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I. Executive Summary: 

 

The Construction sector is an important component of the Wisconsin economy.  It generates a 

significant amount of the stateôs Gross Domestic Product, and employs a large number of 

workers in relatively high 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 in 

the recovery, as spending in this industry indirectly permeates the broader economy.   These 

ñripple effectsò produce a multiplied economic impact, as spending on construction projects 

results in spending on goods and services in a wide range of other sectors in the state economy.   
 

This study documents and quantifies the overall significance of Construction to the Wisconsin 

economy.  After considering recent trends in the Wisconsin economy in general, and the 

Construction sector specifically, two hypothetical case studies are conducted that demonstrate 

and document how initial Construction activity works its way through the broader state 

economy, thereby generating expanded economic benefits to the state as a whole. These benefits 

are quantified in terms of output created, jobs generated, and earnings produced. Tax revenue 

effects are also briefly considered.  
 

Key findings of this report include: 
 

 The Construction sector directly produced $8.8 billion of real GDP in 2009. This was 

3.6% of total state real GDP of $244.4 billion. 

 Construction was the source of 165,608 jobs in 2009, a year that saw substantial declines 

in Construction employment.  

 The average wage and salary payment per Construction employee was $49,735, which 

was 24.9% above the state average for private compensation. 

 Although the so-called ñGreat Recessionò officially ended in June 2009, the state 

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 economy.  The construction sector 

remains close to depression levels with an unemployment rate of nearly 30%. 

 Through the first 11 months of 2010, there were preliminary signs of job growth for 

Wisconsin in general, and the Construction sector in particular even as national economic 

growth moderated.   

 Construction of a $10 million new nonresidential building has the following economic 

impacts which are summarized in Table E1:  

o Every $1 spent directly on this type of construction project produces an overall 

economic impact of approximately $1.92. So a $10 million investment translates 

into $19.2 million in total economic impact. 

o Every $1 million spent directly on this type of construction project generates 

about 17 jobs throughout the economy. So a $10 million investment translates 

into just over 170 jobs, including 91 jobs in the Construction sector and an 

additional 79 jobs elsewhere in the economy. 

o Every $1 million spent directly on this type of construction project generates 

about $85 thousand in state and local tax revenues. A $10 million investment 

leads to $853 thousand in tax revenue. 

o The Total Value Added above and beyond purchased inputs from the project is 

$10.3 million, with 75% of that coming in the form of Labor Income.  
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 Construction work on a $1 million remodeling project for a nonresidential building has 

the following economic impacts which are summarized in Table E1: 

o Every $1 spent directly on this type of construction project produces an overall 

economic impact of approximately $1.92.  Hence a $1 million investment 

translates into $1.92 million in total economic impact. 

o The $1 million spent directly on this type of construction project generates just 

over 18 jobs throughout the economy, including approximately 10 jobs in the 

Construction sector and an additional 8 jobs elsewhere.  

o The $1 million spent directly on this type of construction project generates nearly 

91 thousand in state and local tax revenues. 

o The Total Value Added above and beyond purchased inputs from the project is 

$1.1 million, with just over 73% of that coming in the form of Labor Income.  

 

Table E1: Total Economic Impact of Hypothetical Construction Projects 

Industry  

Case Study 1:                                      

  $10 Million New Building Project 

Case Study 2:                                           

$1 Million Remodeling Project 

Total 

Economic 

Impact 

Total 

Job 

Increase 

Total Tax 

Revenue 

Generated 

Total 

Economic 

Impact 

Total 

Job 

Increase 

Total Tax 

Revenue 

Generated 

Construction 

Sector $10.1 million  91  x $1 million 10  x 

All Other 

Sectors $9.1 million  79  x $0.92 million 8  x 

Total $19.2 million   170  $853 thousand  $1.92 million  18  $91 thousand  

 

 

Clearly Construction 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 during the current 

generally weak economic climate. This is true for a wide range of potential construction projects. 

While two distinct case studies were developed in this report, it turned out that the two case 

studies generated similar impacts per $1 million spent in the sector. Furthermore, these impacts 

would be similar across a wide range of nonresidential construction activities, including:   new 

construction or renovation of various standalone structures (e.g., educational buildings, office 

buildings, health care buildings, amusement, social and recreation buildings), 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 insights into the overall scale of impacts that projects of 

this nature would generate.  Moreover, 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 within 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 constraints that would 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 projects (perhaps even as high as $200 

million) would generate bottlenecks 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 

impacts of very large projects. 
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II. 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 sector can have, they have been eliminated by the recent 

experience with the ñGreat Recession.ò However, it is useful to examine and quantify the 

impacts of construction more formally and precisely.  

 

The impact of the Construction sector on the Wisconsin economy is documented in this report in 

two ways: First, the report examines the absolute and relative size of the Construction sector in 

Wisconsin in terms of real Gross Domestic Product (RGDP), employment and wages. This 

provides a recent snapshot of how the industry fits into the Wisconsin economy. This is 

supplemented with a review of monthly data on the U.S. and Wisconsin labor markets. The 

higher frequency data allows for a closer look at the state of the business cycle that was reaching 

its trough during 2009, the last year that annual data are available. Second, the study examines 

the specific economic impacts on income, employment output that new construction projects can 

have on the state economy. This provides insights into the Construction sectorôs contribution to 

the short term economic growth of the Wisconsin economy.  

 

In the course of examining these economic impacts, this report provides a decomposition of 

overall economic impacts into two major components: 1) the immediate economic effects in 

terms of the output, employment and income that are generated by the initial spending on 

construction projects. 2) the additional economic effects or ñripple effectsò that occur as the 

initial spending works its way through the other sectors of the economy. It 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 stimulus from the project 

itself, and it does not attempt to measure the economic benefits associated with activities that 

take place in any new facility, nor does it capture enhancements to productivity from 

improvements in public or private infrastructure.  If these other sources of economic growth are 

important, this analysis will understate the total economic impacts.  

 

In general, this report establishes that Construction is one of a number of mid-sized industrial 

sectors that make up the core of the Wisconsin economy. This is shown using several standard 

measures of economic activity. For example, the Construction sector directly produced $8.8 

billion of Real GDP in 2009. This was 3.6% of the total state real GDP for that year of $244.4 

billion. Construction was also a mid-sized component of the overall Wisconsin labor market. The 

sector contained 165,608 jobs in 2009.  Of those jobs, 64% were classified as wage and salary 

jobs. These were, on average, well-paying jobs; the average annual pay in 2009 of these wage 

and salary construction jobs was $49,735, which was 24.9% above the state average of $39,805. 

These figures should be interpreted within the context of the current state of the business cycle. 

The most recent monthly economic indicators reveal that the national economy began to expand 

as of June 2009, and the labor market began to rebound several months later. In general, the 

economy continues to improve, albeit at a modest pace.  The situation has been less favorable in 

the Construction sector, which has lagged in this recovery.  

A generally similar pattern emerges for the Wisconsin economy. Based on employment figures 

the stateôs economy bottomed out in January of 2010, and has experienced modest employment 
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growth since then. Overall, through the first 11 months of 2010, the state has seen 1.5% 

employment growth, which translates into approximately 44,500 jobs. Over the same 11 month 

period, the stateôs Construction sector employment rose 1.9%. But this somewhat overstates the 

relative health of the stateôs Construction sector, both because of the greater severity of job 

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 higher frequency data is 

that, at both the national and state levels, recovery has been slow, and the Construction sector has 

not taken its traditional role as a prime driver in the broader economic recovery.    

 

Moving beyond this snapshot of the existing situation, this report shows that two different types 

of construction projects have significant extended economic effects on the Wisconsin economy. 

These include:  

 

 A $10 million new nonresidential building construction project produces Total Output 

Spending Effects of $19.2 million, Total Employment Effects of 170 jobs, and Total 

Value Added effects of $10.3 million, including $7.7 million in Labor Income.  

 

 A $1 million remodeling project on an existing nonresidential building produces Total 

Output Spending Effects of $1.92 million, Total Employment Effects of 18 jobs, and 

Total Value Added effects of just under $1.1 million, including approximately $795 

thousand in Labor Income.  

 

Using information on the income generated by these projects, this report estimates that state and 

local tax revenues associated with these projects would be: $852,803 for the $10 million new 

building project and $90,879 for the $1 million remodeling project. 

 

Overall, these findings 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 well-paying jobs that exist in the sector.  In addition, construction activity also has 

important stimulative effects that should be considered as part of any economic stimulus package 

for the state. 
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III. Size of Construction Sector in Wisconsin 

 

One way to evaluate the role of Construction in the Wisconsin economy is to examine the 

magnitude of activity in that sector, and to note its size relative to other major sectors in the state. 

This can be done using several conventional measures of economic activity relating to output, 

employment and income. Each of these is evaluated in turn. 

 

A. Real Gross Domestic Product for Wisconsin 

 

Real Gross Domestic Product (RGDP) is the most widely used and recognized measure of total 

output of a given economy. It can be defined in several ways. For example, RGDP represents the 

inflation adjusted value of the final output produced by productive activities within the economy. 

Alternatively, it can be defined as the aggregate income earned by all factors of production in the 

economy.  

 

The U.S. Bureau of Economic Analysis (BEA) regularly publishes quarterly 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 known as Real Gross Domestic Product by 

State.
1
 Accompanying the overall totals are estimates of the breakdown of RGDP by major 

industrial sector.   

 

As it applies to Wisconsin, RGDP represents the total dollar sum of all domestic output produced 

in the state, after subtracting the value of intermediate inputs purchased from other sectors in the 

state, or imported from outside the state.  In effect, it is the total ñvalue addedò obtained by 

summing across all industries in the state economy.   

 

In practice, however, the calculation of RGDP by state is done using a different approach.
2
  

Instead, BEA derives RGDP for states using a methodology that is consistent with its approach 

to deriving RGDP at the national level.  This assumes that total output is comprised of the sum of 

incomes to factors of production, plus 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 federal, state 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.  

 

                                                 
1
 BEA:  GDP by State Estimation Methodology ï 2006 http://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
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Source:  BEA:  GDP by State Estimation Methodology ï 2006 

 

 

Information on recent trends in Wisconsinôs total RGDP is provided in Figure 2. Figure 2A 

shows what has happened to Aggregate RGDP
3
 and Figure 2B shows per capita RGDP,

4
 both 

over the 1997-2009 time period.
 
These illustrate that the Wisconsin economy has generally 

grown over time, although somewhat unevenly as a consequence of the effects of business 

cycles. Total RGDP (expressed in 2009 dollars) grew from $196.2 billion in 1997 to $244.4 

billion in 2009, for an overall growth rate of 24.6%, or 1.9% per year on an annualized basis.  

Over the same period, per capita RGDP (also expressed in 2009 dollars) grew from $37,251 in 

1997 to $43,214 in 2009. This is an expansion of 16.0% over the 12 year period, or an 

annualized growth rate of 1.3%. The obvious exception to this story of continuous growth was 

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

 

The patterns in the year-to-year growth rates for both measures are shown in Figure 2C. This 

shows that growth varied considerably across years, primarily due to the state of the business 

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

relatively short (8 month) recession in 2001 caused GDP growth to slow nearly to a halt (just 

0.7%) for that year. This was followed by a sluggish rebound throughout the 2000s, where 

growth never got back above 3%. The best that was achieved was 2.8% increase in 2004 real 

GDP. Over the 2003ï2008 period annual growth ranged from 1.3% to 2.8%. With the onset of 

the ñGreat Recessionò total Real GDP declined 2.1% during 2009. 

                                                 
3
 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 complications of patching these two series, only data from the new series are provided.  
4
 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 time period.  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. 

Figure 1:  Estimation of GDP for States 
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Source:  U.S. Bureau of Economic Analysis 
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Per capita RGDP closely followed the pattern in overall RGDP, as might be expected in a state 

with relatively slow changing population level. Annual growth rates varied from as high as 3.3% 

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 Real GDP grew between 1.2% and 2.2%, before tumbling by -2.5% 

during 2009.  

 

To augment these aggregate patterns in Wisconsin RDGP, the shares of Wisconsin RGDP 

produced by each major industrial sector are provided in Figure 3. The data are for 2009,
5
 and 

the sectors are based on the North American Industry Classification System (NAICS).
6
 In Figure 

3, Manufacturing stands out as the largest industrial sector in the Wisconsin economy. It 

accounted for 17.3% of the overall 2009 state output. This is in spite of the secular decline that 

has occurred in the role of manufacturing both in the State of Wisconsin and elsewhere 

throughout the U.S.
7
  

 

 
Source:  US Bureau of Economic Analysis 

The rest of the productive activity in the state was widely spread across the other sectors of the 

economy. There were only four private industrial sectors that accounted for more than 8% of 

                                                 
5
 Data for 2009 are presented for consistency with inter-sectoral analysis discussed later in the report. Although 

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

fluctuation tends to evolve slowly. The Construction share of Wisconsin RGDP has been slowly declining over the 

1997-2009 period. It was as high as 6.4% in 1997, and was down to about 4% just before the onset of the ñGreat 

Recession.ò As a result of the differential effect of that recession, Constructionôs share fell to 3.6% in 2009. 
6
 For information on the NAICS system see http://www.census.gov/eos/www/naics/.  

7
 The Manufacturing share of RGDP was 20% as recently as 2000. 

http://www.census.gov/eos/www/naics/
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state RGDP in 2009.
8
 Another ten sectors had between 2% and 6% of total output, and the 

remaining five sectors all had less than 2% each. The largest shares after manufacturing were the 

Real Estate, Rental & Leasing sector,
9
 the Finance & Insurance sector, and the Health Care & 

Social Assistance sector. The Construction sector accounted for 3.6% of Wisconsin RGDP.  As 

such, it was a mid-sized contributor to total RGDP, that placed in the top half of the group of ten 

with shares between 2% and 6% of RGDP. 

 

 B. Employment in the Wisconsin Construction Sector 

 

Total employment is the alternative measure of economic activity used in this report.  The 

employment data used here come from BEA reports on annual wage and salary employment plus 

employment of the self-employed by NAICS sector.
10

 These data cover the period 1997 ï 2009.   

 

The historical patterns in employment in Wisconsin over this time period are shown in Figure 4. 

Figure 4A shows the time path for total employment and Figure 4B shows employment in the 

Construction sector. These reveal patterns that are loosely similar to those for RGDP. Total 

employment as shown in Figure 4A experienced a moderate upward movement from 1997 

through 2000. There was a slight dip during the 2001 recessionary period, followed by the 

several sluggish years that characterized the ñjobless recovery.ò The situation improved over the 

2004-2007 timeframe, before slipping in 2008 and then dropping substantially as the economic 

crisis unfolded in 2009. 

 

Construction employment over the 1997-2009 time period had more pronounced movements, 

both good and bad. With one exception (2002-2003), annualized growth rate from1997 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 the 2006-2007 

period, before plunging during 2008 and 2009. Construction sector employment rose 24.6% from 

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

 

                                                 
8
 The Governmental Sector contributed 11.2% of RGDP. This includes Federal (civilian and military), State and 

Local government activities 
9
 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 by the BEAôs accounting system.  Specifically, if an individual owns a residential 

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 formal transaction 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 owner, as a business, is 

providing ñhousing servicesò to him/herself as renter. As a result BEA generates an imputed rent estimate to capture 

this economic activity.  Such an imputation is necessary and appropriate if one is to be consistent in the treatment of 

renters and homeowners in the economy.  
10

 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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Source:  U.S. Bureau of Economic Analysis 



P a g e | 15 

 

  

The specific details on year-to-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 2000-2001 and during 2007-2008. It then became 

substantially negative during 2008-2009. For construction employment, growth rates were 

consistently positive and greater than those for the overall economy up until 2006-2007. Only 

once during this period did the pace fall below 2%.  But then, following the transition year of 

2006-2007, Construction employment fell at rates of 5.4% 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, it is instructive to look beyond these aggregate patterns in Wisconsin total 

employment and to examine its relative distribution across sectors. Given the substantial 

differences in annual growth rates between Construction employment and total employment, it is 

likely that sectoral shares vary somewhat across time. So selection of a particular year for 

examination can influence the results of this analysis. This is something to keep in mind, given 

that the 2009 base year for this report is a time of significant recession. Based on what is shown 

in Figure 4C, 2009 was a relatively weak year for Construction, so the 2009 share should provide 

a fairly conservative estimate of the relative share of Construction employment in Wisconsin. 

 

  
Source:  U.S. Bureau of Economic Analysis 

Figure 5 shows the share of 2009 Wisconsin total employment generated by each major sector. 

This shows that Manufacturing is the industrial sector with the largest employment share in the 
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Wisconsin economy, but not by much. After years of secular decline, manufacturing accounted 

for 13.0% of the overall 2009 state employment. This is only slightly above the Government 

sector  at 12.6%. The Health Care sector (11.4%) and the Retail Trade sector (10.8%) are the 

only others with shares in excess of 10%. Construction (4.8%), falls right in the middle of a 

group of 6 sectors with employment shares between 4% and 7%.
11

 The ten other sectors each 

make up less than 4% of total Wisconsin employmemt during 2009.  

 

C. Wages and Salaries in the Construction Sector 

 

Employment totals and the share distributions go a long way toward painting a picture of the 

economic impact of various industries. But employment totals alone do not provide the complete 

picture. This is because the different skill levels required for the different jobs types in the 

different sectors result in different average compensation levels. The Construction sector does 

reasonably well on this front, because construction jobs tend to be relatively high skilled 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 sector.
12

  Several interesting insights are evident. 

 

The first thing that stands out is that the Utilities and the Management sectors towered above all 

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

$85,110, and $82,010, respectively. No other sector exceeded $70,000, much less $80,000. And 

only Forestry and Agriculture came in above $60,000. Both of the two top sectors more than 

doubled the average private industry wage and salary income of $39,805.  However, as shown 

previously in Figure 3, each of these sectors only contributes about 2% to the stateôs output. 

Further, as shown previously in Figure 5, they collectively contribute less than 2.0% to total 

employment. So overall, this high pay is concentrated in the hands of a relatively small group of 

Wisconsin workers.  

 

After these sectors, the average annual wages were spread widely across the income 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 and $49,482, 

respectively, provided the lower bound for this group. Indeed, the similarity in average annual 

wage structure between Construction and Manufacturing is striking. Both pay high relative 

wages, but certainly not the highest. As a group, these seven sectors, along with Health Care, pay 

above average annual wages. Government pays about average, and the remaining eight sectors 

pay below average annual compensation, ranging from a high of $39,649 in Transportation & 

Warehousing to a low of $13,465 in Accommodations & Food Services. 

 

 

                                                 
11

 Interestingly, the employment shares of the Construction sector are more stable than the share of RGDP.  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 the 1997-2009 period was 5.2%. It was slightly below 5% 

only in 1997and 2009. The peak was 5.6% in both 2005 and 2006.  
12

 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 calculation omits self-

employed workers, but increases the likelihood that the jobs in the sample are full-time.  
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Source:  US Bureau of Economic Analysis  
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IV . Recent Business Cycle Indicators 

 

A. The National Economy 

 

The above analysis of 2009 data must be interpreted within the context of the business cycle 

conditions that existed at that time. Given that the ñGreat Recessionò ended during that year, it is 

important to assess more recent changes to the state economy. This recession was severe both in 

terms of its length and depth. Prior to 2007, the typical post-war recession was 10 months in 

length. In contrast, the 2007-2009 recession lasted 18 months, making it the longest recession we 

have experienced in the post-war period.  Figure 7 shows that the annualized rate of change of 

U.S. Real GDP bottomed out at -6.8% in the fourth quarter of 2008, and did not turn positive 

until the third quarter of 2009. This was followed by a brief period of relatively robust growth 

during the fourth quarter of 2009 (5%), but then growth moderated after that.  Specifically, it was 

3.7% in the first quarter of 2010, and then dropped to just 1.7% in the second quarter and 2.6% 

in the third quarter of 2010. 

 

 
   Source: US Dept. of Commerce ï Bureau of Economic Analysis 

(recessions shown as shaded areas) 

 

The business cycle had pronounced effects on the labor market as well. Figure 8 shows that the 

national unemployment rate peaked at 10.1% in October of 2008 and has remained stubbornly 

high in the range of 9.5% to 9.8% since then. This weakness in  labor market, along with the 

sluggish RGDP growth, has led some to speculate that the national economy is at risk of a 

double-dip recession. However, there are other indicators that suggest this is unlikely. 

 

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

cycle are the Indices of Leading, Coincident and Lagging Economic activity, published monthly 

by the Conference Board.  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 concert with changes in real GDP.  Finally, the Lagging Economic 

Index begins to improve only after the general economy has improved.  Thus, by evaluating the 
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relative positions of these three indicators, the approximate state of the business cycle can be 

determined.  

   

 
      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 near-future recession.  Specifically, in the most recent release of December 17, 

2010, the Conference Board reported that both the LEI and CEI were rising with the former up 

substantially (i.e., the LEI grew 1.1% in November compared to the October index) and the latter 

index was up modestly (i.e., the CEI increased 0.1%).  Finally, the Lagging Economic Index fell 

slightly (-0.1%) in November as compared to October.  The Conference Board concluded that 

ñAll in all, the current behavior of the composite indexes and their components suggest that the 

economic expansion that began in mid-2009 will continue, and could even pick up slightly in the 

near term.ò ï Conference Board, 12/17/10.  The recently signed tax bill will reinforce this 

expectation.  

 

B. The Wisconsin Economy 

 

Real GDP for States data are only published on an annual basis, so the 2010 estimate is not yet 

available. Nevertheless, other indicators of economic activity can be used to estimate the state of 

the business cycle in Wisconsin. Of primary interest is the state of the labor market. During the 

official recessionary period of December 2007 through June of 2009 Wisconsin lost 

approximately 130,000 jobs.
13

 However, an additional 56,000 jobs were lost between June 2009 

and January 2010 when Wisconsinôs employment figures finally bottomed out.   

 

In terms of the unemployment measure, Figure 8, shows that Wisconsinôs unemployment rate 

stood at 4.6% in November 2007, just prior to the onset of the recession. This rate peaked at 

                                                 
13

 These figures reflect changes in monthly seasonally adjusted total civilian employment for the state of Wisconsin.  

These monthly employment data are derived from 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. 


