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gge from the

Greetings — thank you for your interest in the Kansas economy.

Each year, the division of Labor Market Information Services (LMIS)
produces the Kansas Economic Report, taking a detailed look into our state’s
economy. | am pleased to present this year’s report that | believe shows a
strong and growing Kansas economy.

Kansas is a wonderful state that has always valued hard work and has
produced one of the best labor forces in the country. It is also home to many
businesses, small and large, that continue to make a nationwide and global
impact.

The Kansas economy is healthy. It is continuously improving, and remains
consistently healthier than the overall national economy. In early 2014, we
surpassed the highest number of Kansans employed ever recorded. December 2013 was the first month
since 2008 that Kansas had a seasonally adjusted unemployment rate below 5 percent. The July 2014
unemployment rate is 4.9 percent, more than 1.3 percentage points lower than the national rate.

Additional factors, such as personal income, showed great improvement since 2012. In personal income

growth, the state moved from a ranking among other states of 49th in 2012, up 22 spots, to 27th in 2013.
This is an excellent sign and means that Kansans continue to have additional income to put back into our
economy.

Kansas export sales showed significant growth, increasing 6.5 percent from 2012 to 2013. This is the
fourth consecutive year of growth in Kansas export sales and is the second highest export total ever
recorded by the state. The Wichita MSA was a standout in exports, ranking third among the 100 largest
MSAs in the nation in concentration of output from exports.

| encourage you to take a look at the many different economic factors discussed in this report and
remember to take all of them into consideration when making a determination about our state’s economy.
As you will see with this report, there are a multitude of variables that contribute to an economy. All of
these factors show that Kansas is growing and our economy is continually improving and on the right
track.

Thank you for your efforts to strengthen the Kansas economy and make our state the best place in

America to work and do business.

Lana Gordon, Secretary
Kansas Department of Labor



The Kansas economy demonstrated several positive signs of recovery in 2013. Labor market indicators
including nonfarm jobs and the unemployment rate showed improvement over the year. Nonfarm jobs
showed growth for the third consecutive year, adding 15,800 jobs in 2013. The unemployment rate
decreased from 5.8 to 5.4 percent from 2012 to 2013. The number of unemployed people decreased by
6.4 percent, employment rose by 0.2 percent and Kansas labor force participation continued to remain
one of the highest in the nation. Personal income also increased, as more people returned to work and
the financial markets improved. In terms of percent growth in personal income, Kansas moved from a
ranking of 49" among all states in 2012, up 22 spots to 27" in 2013.

There are other positive signs that the economic well-being of Kansas businesses and individuals is
improving. The gross domestic product (GDP) increased for the fourth consecutive year, driven by large
increases in several industries including natural resources and mining, and professional and business
services. State export sales also increased in 2013, with the second highest export total ever recorded
for Kansas. Agricultural products showed the largest over the year growth, due to an increase in oilseed
and grain exports.

Kansas still has room to grow. The state’s population grew at a slower rate in 2013 than in 2012. Like
what happened at a national level, the growth in wages was lower than the level of inflation in 2013.

The number of available job openings in Kansas showed significant growth in the second quarter of
2014, as evident from the Job Vacancy Survey. The survey revealed an 18.2 percent increase in job
openings from the previous year, to a total of 44,886 job vacancies in Kansas. This is a rate of 3.2 job
vacancies for every 100 jobs in the second quarter of 2014. Both the number of job vacancies and the
job vacancy rate are the highest in Kansas since 2008.

Note: Due to revisions and benchmarking processes, some data may have been updated since last

year’s Economic Report was published. The data included in the 2014 Economic Report is current as of
June 30, 2014. For more information on data found in this report, see Sources on page 53-54.



Statewide Su

Nonfarm Jobs

Nonfarm jobs are one of the most current indicators of the economy’s health. Job growth indicates a
healthy labor market for an area’s economy. Growth in jobs puts money in the hands of those previously
unemployed which increases demand for goods and services. Additional jobs also lead to higher levels of
output, which signifies economic growth.

In 2013, Kansas increased 1.2 percent, adding approximately 15,800 nonfarm jobs. This growth rate

is in line with current projections, which is estimated to be 1.1 percent annually from 2012 to 2022.
Historically, growth rates have been somewhat higher. Since 1945, jobs in Kansas have grown, on
average, 1.8 percent per year. The past 20 years, the state has grown at an average annual rate of

1 percent, this is in line with the 2013 growth rate. Chart 1 shows annual nonfarm job percent changes.
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This is the third year in a row that Kansas experienced job growth, with approximately 44,300 jobs added
during that time. Nationally, nonfarm jobs increased by approximately 2.3 million in 2013, or

1.7 percent, also marking the third straight year of growth. Projections at the national level for 2012 to
2022, estimate job growth will be an average rate of 1 percent per year in the U.S. In the last 20 years,
annual job growth in the U.S. has averaged 1.1 percent, just slightly above Kansas’ 1 percent.

Chart 2 displays private sector jobs by industry in 2013. Job growth was recorded in seven of the 10
major private sector industries in Kansas during 2013. Overall, the private sector increased by 17,100
jobs, or 1.6 percent. The professional and business services industry experienced the largest increase
in 2013, gaining 8,100 jobs. The Kansas City MSA added 4,000 of the jobs gained in this industry. This
growth was throughout the industry, led by a 3,600 job increase in professional, scientific and technical
services. Examples of common occupations in the industry are; accountants and auditors, customer
service representatives and lawyers.
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Trade, transportation and utilities also experienced significant growth, adding 3,100 jobs in 2013. The
Kansas City MSA also gained most of the jobs in this industry, with 39 percent of the growth, totaling
1,200 jobs. Gains in the industry as a whole were primarily in retail trade and wholesale trade, which
expanded by 1,300 and 1,200 jobs respectively. The construction industry gained 1,700 jobs, mostly in
specialty trade contractors.

The only private sector industry to record an employment decline was information, with a loss of 200
jobs. This decline was not unexpected because the information industry has averaged a 4.7 percent
annual decline over the past 10 years. This industry has been undergoing a major structural change as
employment in wired telecommunication has declined dramatically.

The manufacturing and other services industries remained unchanged from 2012. Manufacturing is a
key industry in the state, employing 11.9 percent of all nonfarm jobs. In 2008, prior to the recession,
manufacturing made up 13.5 percent of all nonfarm jobs. In 2009, manufacturing lost 10.7 percent of its
jobs and another 4.2 percent in the following year. The decline in those two years added up to 27,100
jobs lost. In the years following, manufacturing has not recovered. In 2011, the state gained 900 jobs,
added 1,800 in 2012, and recorded no change in 2013. Other services is a combination of industries
that do not fit with other sectors. The most frequent jobs in this industry are hairdressers, hairstylists
and cosmetologists; automotive service technicians and mechanics; and secretaries and administrative
assistants.

The public sector declined for a third consecutive year, losing 1,200 jobs in 2013, with gains in local
government offset by losses at the state and federal levels. In the past 10 years, the federal government
has lost jobs at an average rate of 0.2 percent per year. This is partly due to continued job loss at the
Postal Service. State government in Kansas has also declined at an average rate of 0.2 percent a year
over the 10-year period from 2004 to 2013.

Although the Great Recession officially started in December 2007 and ended June 2009, Kansas
reached a peak in nonfarm jobs in 2008 and then declined into 2010. Kansas has gained 44,300 jobs
since 2010, a 3.3 percent jump. Table 1 shows nonfarm jobs in Kansas and the U.S.

Nonfarm Jobs

2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
Kansas| 1,313.2 |1,325.0| 1,333.1|1,353.9 1,380.1| 1,390.8 | 1,343.3 | 1,328.6 | 1,339.3 | 1,357.1| 1,372.9
U.S. ([130,318(131,749|134,005|136,398|137,936|137,170(131,233|130,275(131,842(134,104| 136,368
)1 4

January|February|March| April | May | June
Kansas| 1,357.6 | 1,365.6 |1,376.1|1,388.0 [ 1,394.7 | 1,392.6
U.S. | 135451 | 136,192 [137,147(138,265(139,184 (139,776

Note: Data in Thousands and not seasonally adjusted
Source: Kansas Department of Labor, Labor Market Information Services; U.S. Department of Labor, Bureau of Labor Statistics




Labor Force and Labor Force Participation

The number of people in the Kansas labor force — those above the age of 16 who are employed, or
unemployed and actively seeking work — was 1,483,720 in 2013, a slight decrease from 1,486,600

in 2012. This change was caused by a 0.2 percent increase in the number of employed Kansans as
more people found jobs, and a 6.4 percent decrease in the number

of unemployed. The decrease in the number of unemployed could The number of employed
be due to individuals finding jobs and moving from unemployed to Kansans increased in
employed or choosing to stop looking for work — moving them from 2013, and the number of

unemployed to not in the labor force. Individuals are considered to
have left the labor force if they are not employed and they are not
actively looking for work. Multiple factors such as choosing to attend
school, family obligations or becoming dissatisfied with current job
opportunities could contribute to an individual’s decision to leave the labor force.

unemployed Kansans
decreased.

The U.S. labor force increased for the second consecutive year, recording an expansion of

0.3 percent, to 155.4 million. This is a smaller increase than in 2012 when the labor force grew by
0.9 percent. Chart 3 shows the percent change in the civilian labor force for Kansas and the U.S.
beginning in 2003.
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The labor force participation rate is the percentage of all individuals above the age of 16,
non-institutionalized and civilian, who participate in the labor force. It is the proportion of qualified workers
who are willing to work and looking for work, or currently employed. Labor force participation rates for
Kansas and the nation have declined since the early 2000’s partially due to the aging of the population.
Kansas’ labor force participation rate declined from 68.4 percent in 2012 to 67.9 percent in 2013. It is the
12th highest rate in the nation and above the national rate of 63.2 percent, as shown in Chart 4. Having
the 12th highest labor force participation rate in the nation is a sign of the strong work ethic Kansans
have. A greater percentage of the population working is a positive sign that leads to more total output
produced by the state and in turn, raises total personal income and contributes to a higher standard of
living in Kansas.

Chart 4 Labor Force Participation Rate
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Source: U.S. Department of Labor, Bureau of Labor Statistics
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Unemployment Rate

The unemployment rate describes the proportion of available workers who are actively looking but cannot
find a job. It is a frequently cited economic statistic because it provides information about how much an
economy could potentially produce. If all job seekers were to find jobs, total output would rise. Using
these figures, it is possible to gauge potential output,

which is the maximum output that can be produced if In 2013, Kansas recorded an
all labor units are employed. As the unemployment rate average annual unemployment
rises, the gap between actual output and potential output rate of 5.4 percent, down from
increases. As the rate falls, the gap decreases. The 5.8 percent in 2012, and the third

unemployment rate also paints a picture of the conditions
individuals face in the labor market. A high unemployment
rate means that there is a larger proportion of the labor
force trying to find jobs and having difficulty finding one — a low rate means a smaller portion is having
this difficulty. The trend is informative of changes in the conditions faced by job seekers and can prompt
decision-making by government officials to enact policies or create programs that help the unemployed
including the Unemployment Insurance and Reemployment Services programs.

straight year of improvement.

In 2013, Kansas recorded an average annual unemployment rate of 5.4 percent, down from 5.8 percent
in 2012, and the third straight year of improvement from 7.1 percent in 2010. Kansas’ rate continues to
be significantly lower than the national unemployment rate, which fell to 7.4 percent in 2013. This is a
decrease of 0.7 percentage points from 2012. Chart 5 compares the unemployment rates for Kansas and
the U.S. from 2003 to 2013, along with the projected rates for 2014 and 2015.
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Chart 6 displays the not seasonally adjusted unemployment rate Until the last three
in Kansas on a monthly basis for the last five years. The rate has months of 2013,
continued on a downward trend since 2010. Since January 2010, the Kansas had not seen
unemployment rate has continued to be lower than the rate of the unemployment rates
previous year. Until the last three months of 2013, Kansas had not below 5 percent
seen unemployment rates below 5 percent since 2008. since 2008.
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Initial and Continued Claims

Analyzing trends in Unemployment Insurance (Ul) claims is another way to assess unemployment and
the labor market. There are two types of unemployment claims, initial claims and continued claims. An
initial claim is the first claim filed by a claimant to request a determination of eligibility for unemployment
benefits. A continued claim is a claim filed by a claimant for a weekly payment of unemployment benefits;
this is typically done every week until the claimant exhausts benefits, finds a job or leaves the labor force.
Initial claims are an indicator of emerging unemployment, and continued claims indicate the level of
difficulty the unemployed are having at finding a new job. As the number of continued claims decreases,
it is assumed that people are able to find jobs faster.



The count of initial and continued claims is not a representation of total unemployment, although the
majority of Kansas workers are covered under Ul laws. The measure of initial and continued claims
excludes workers who are self employed, working for family members and employees of certain nonprofit
organizations, in addition to those who do not file for benefits. Ul data is beneficial because it provides an
important and timely indicator of labor market conditions.
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As shown in Chart 7, the number of regular Ul initial claims filed in 2013 increased by 1.3 percent to
170,103 claims. Regular Ul continued claims declined by 12.3 percent in 2013, to approximately

1.3 million claims. Since peaking in 2009, the number of initial and continued claims have remained at
a decreased level, with an overall reduction of 43 percent and 47.1 percent respectively. The number of
claims have made large declines in the past few years, and are moving closer to pre-recession levels.



Metropolitan

Metropolitan Statistical Areas (MSAs) are major urban areas including the surrounding counties with

a high number of commuters. The Kansas Department of Labor releases data for the four MSAs
completely in Kansas: Lawrence, Manhattan, Topeka and Wichita, along with the Kansas counties of
the Kansas City MSA, called the Kansas City Area. MSAs are important because of their concentrated
population and subsequent industry employment. Information pertaining to the labor force, population
demographics and industry employment in these areas can give insight into the overall economic

well-being of the state.
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Unemployment Rate

In four out of the five MSAs, the unemployment rate decreased from 2012 to 2013. The only exception
was the Manhattan MSA, which recorded an unemployment rate 0.1 percentage points higher than in
2012. Three MSAs still have higher unemployment rates than the state average; Wichita, Topeka and
the Kansas City Area. The Lawrence MSA recorded the lowest unemployment rate among the five
MSAs in 2013, at 5.1 percent, down from 5.3 percent in 2012. The Wichita MSA continued to have the
highest unemployment rate at 6.2 percent. However, Wichita also showed the largest improvement in
unemployment rate, with a decrease of 0.7 percentage points. See Map 2 below for a comparison of

unemployment rates by MSA from 2012 to 2013.

Unemployment Rates by MSA

2013 Unemployment Rate

Unemployment Rate

2012 - 2013 Percentage
MSA 2012 2013 Point Change
Kansas City Area| 5.9% 5.5% -04
Lawrence 5.3% 51% -0.2
Manhattan 5.1% 5.2% 01
Topeka 6.3% 6.0% -03
Wichita 6.9% 6.2% -0.7
Statewide 5.8% 5.4% -0.4

2013 Unemployment Rate

Increased from Previous Year
Decreased from Previous Year

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with U.S. Department of Labor, Bureau of
Labor Statistics




Labor Force

In 2013, the labor force decreased in all five MSAs. Three

MSAs: Lawrence, Topeka and Wichita, only posted a The number of residents

0.1 percent decline in the labor force. The Manhattan employed increased in three
MSA decreased by 0.7 percent and the Kansas City MSAs: Lawrence, Topeka
Area labor force declined by 0.4 percent. The number of and Wichita. The number of
residents employed increased in three MSAs: Lawrence, unemployed decreased in
Topeka and Wichita. The number of residents unemployed f .

our out of the five MSAs, the

decreased in four out of the five MSAs, the exception

being Manhattan. exception being Manhattan.

Initial and Continued Claims

Initial claims data were mixed in 2013, with two MSAs showing decreases and three MSAs showing
increases in initial claims from 2012. The Wichita MSA showed the most improvement, both numerically
and in percent decrease. The MSA declined by 41,700 initial claims, a 11 percent decrease in 2013. The
Topeka and Lawrence MSAs also declined from 2012 to 2013. The Topeka MSA decreased by

8.2 percent and Lawrence claims fell by 5.7 percent. The Manhattan MSA had the highest increase, with
7.7 percent more claims, to approximately 6,600 initial claims. The Kansas City Area grew by 0.5 percent
in initial claims from 2012 to 2013.

Continued claims recorded declining numbers in every MSA from 2012 to 2013. The Wichita MSA
decreased by 34.4 percent in 2013, to approximately 443,000 continued claims. This was the largest
improvement by percentage of any MSA. The smallest percentage improvement was recorded in the
Manhattan MSA, with approximately 67,000 continued claims in 2013, a 20.2 percent decline.



Educational Attainment

The educational attainment of a population is one of the factors that influences the productivity and
quality of labor in that area. These demographics are displayed in Chart 8. The Manhattan MSA and
Kansas City Area continue to have similar educational demographics. The Manhattan MSA has

69.3 percent of its population with some college education or a college degree and the Kansas City Area
has 69.9 percent at the same level. The Lawrence MSA continues to have the highest percentage of its
population with some college education, at 74.2 percent, while the non-metropolitan areas - the Balance
of State - have the lowest at 54.3 percent.
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Kansas City Area

The Kansas City Area is comprised of six counties: Franklin, Johnson, Leavenworth, Linn, Miami and
Wyandotte. The Kansas City Area has experienced growth in population, jobs and average weekly wage
in the last year. The population has grown by 8,961 persons, or 1 percent from 2012 to 2013. Nonfarm
jobs increased by 8,800 from 2012, to 450,800 jobs in 2013, a 2 percent increase. The Kansas City Area
recorded the greatest job growth out of any MSA in Kansas. The average weekly wage increased by

$5 to $940 in 2013.

Nine out of the 10 published industries grew in the Kansas City Area from 2012 to 2013. Professional
and business services increased by 4,000 jobs, with gains throughout the sector. Half of the added

jobs were in professional, scientific and technical services. Mining, logging and construction; trade,
transportation and utilities; and education and health services all recorded 1,200 more jobs over the year.
Manufacturing was the only industry to lose jobs, with a decline of 700 jobs.

The most recent commuter data from the U.S. Census Bureau shows that 400,915 people work in the
Kansas City Area. This data also shows that 373,494 residents in the Kansas City Area were working

in 2013. Of those working in the Kansas City Area, 66.1 percent also live in the Kansas City Area, while
33.9 percent of Kansas City Area employees commute from outside of the area. For workers who live in
the Kansas City Area, 70.9 percent also work in the Kansas City Area, while 29.1 percent commute to
work elsewhere.

Lawrence MSA

The Lawrence MSA includes only Douglas County; however its population and job concentration makes
it a major urban center for the state. The Lawrence MSA increased its population, nonfarm jobs and
average weekly wage in 2013. The population in the Lawrence MSA grew by 1,279 people, or

1.1 percent, from 2012 to 2013. Jobs increased by 400 from 2012 to 2013, a 0.8 percent growth, bringing
the total to 50,900 jobs in the Lawrence MSA. The average weekly wage grew by $10 to $674 in 2013.

Of the published industries for the Lawrence MSA, professional and business services recorded the
largest increase, gaining 300 jobs in 2013. Trade, transportation and utilities gained 100 jobs over the
year, led by gains in retail trade. Education and health services, and leisure and hospitality both lost 200
jobs each, while government jobs remained unchanged in 2013.

Commuter data recorded 44,634 people working in the Lawrence MSA. The number of workers living
in the Lawrence MSA was 46,712. This is the only MSA that has more workers living in the MSA than
working there. Of those working in the Lawrence MSA, 59.2 percent also live in the MSA and 40.8
percent commute from outside of the MSA. For workers living in the Lawrence MSA, 56.5 percent also
work in the MSA while 43.5 percent commute to work elsewhere.



Manhattan MSA

The Manhattan MSA is comprised of Geary, Pottawatomie and Riley counties. Unlike the previously
mentioned MSAs, the Manhattan MSA recorded losses in its population, nonfarm jobs and the average
weekly wage in 2013. The population decreased by 314 people, or 0.3 percent. Nonfarm jobs decreased
by 200 jobs, or 0.4 percent, to 56,700 jobs in 2013. A slight gain of 100 government jobs was offset by
private sector losses in both goods producing and service providing industries. The average weekly wage
declined from $685 to $670 from 2012 to 2013.

There are 50,327 people working in the Manhattan MSA according to the commuting data. There are
40,817 workers living in the Manhattan MSA. Among people working in the Manhattan MSA,

58.5 percent also live in the MSA and 41.5 percent commute from outside the MSA. For workers living in
the Manhattan MSA, 72.2 percent also work in the MSA, while 27.8 percent commute to jobs outside of
the MSA.

Topeka MSA

The Topeka MSA includes Jackson, Jefferson, Osage, Shawnee and Wabaunsee counties. In 2013,

the MSA saw growth in jobs, and a decline in population and average weekly wage. The Topeka MSA
population dropped by 465 persons in 2013, a 0.2 percent decrease. The MSA gained 700 nonfarm jobs,
or 0.6 percent, totaling 110,200 jobs in 2013. The average weekly wage fell by $4 to $766 for the year.

Four of the 10 industries gained jobs from 2012 to 2013. Professional and business services recorded
the largest gain, adding 1,200 jobs over the year. Mining, logging and construction added 300 jobs.
Trade, transportation and utilities, and education and health services both increased by 200 jobs.
Three industries recorded over the year job losses. Government lost 600 jobs, with losses at all levels.
Information declined by 400 jobs and manufacturing decreased by 300 jobs during 2013.

The commuting data shows that 105,482 people work in the Topeka MSA and there were 99,502 workers
living in the MSA. Of the people working in the Topeka MSA, 71.3 percent also live in the MSA while

28.7 percent commute from outside of the MSA. For the workers living in the Topeka MSA, 75.6 percent
also work in the MSA while 24.4 percent commute to jobs outside of the MSA.



Wichita MSA

The Wichita MSA includes Butler, Harvey, Sedgwick and Sumner counties. The Wichita MSA improved

in population, jobs and average weekly wage in 2013. The Wichita MSA population increased by 1,876
persons, or 0.3 percent, from 2012 to 2013. Since 2012, the MSA grew by 3,300 jobs to 288,800 in 2013,
a 1.2 percent gain. The average weekly wage increased by $2 to $827 in 2013.

Five of the 10 published industries added jobs from 2012 to 2013. Professional and business services
gained 1,700 jobs over the year, with growth recorded throughout the sector. The administrative and
support, and waste management and remediation services subsector was responsible for 1,000 of the
jobs gained. Leisure and hospitality added 900 jobs in 2013, with gains throughout the sector. Trade,
transportation and utilities increased by 700 jobs, with most of the gains in retail trade. Three industries
lost jobs from 2012 to 2013. Manufacturing decreased by 300 jobs during 2013, with losses in both
durable and non-durable goods. Information lost 200 jobs and government declined by 100 jobs.

Data show 256,000 workers live in the Wichita MSA. There are 263,812 people working in the Wichita
MSA, 222,400 of whom also live in the MSA. This is the highest percentage of workers who live and work
in the same MSA out of the five MSAs. Among people working in the Wichita MSA, 84.3 percent live in
the MSA and 15.7 percent commute from outside of the MSA. For the workers living in the MSA,

86.7 percent also work in the Wichita MSA, while 13.3 percent commute to jobs outside of the MSA.

Balance of State

The Balance of State contains all Kansas counties not included in an MSA. In 2013, jobs and average
weekly wage increased in the Balance of State, with population decreasing. The population in the
Balance of State decreased by 1,896 individuals, or 0.2 percent from 2012 to 2013. Jobs increased by
3,267 in 2013, to 407,974, a 0.8 percent growth. Note that since nonfarm jobs data is not available at a
county level, this is the number of jobs covered by unemployment insurance. The average weekly wage
increased in 2013 by $14, to a total of $640.

The two highest growing industries in the Balance of State were manufacturing, and natural resources
and mining. Manufacturing increased by 823 jobs, or 1.3 percent, spurred by growth in machinery
manufacturing. Natural resources and mining grew by 572 jobs, or 3.4 percent, with most increases in
oil and gas extraction. The two industries with the largest declines in jobs were education and health
services, and other services. Education and health services decreased by 783 jobs, or 0.7 percent,
caused by a decline in health care and social assistance. Other services fell by 301 jobs, or 3.7 percent,
due to a drop in private household jobs.



Kansas has 105 counties, and while not as large or concentrated as MSAs, counties provide importance
to the economic welfare of the state. By breaking down the economic vitality of the state by counties,
industry specialization, labor force estimates and population movement can be more easily observed.

Unemployment Rate

In 77 out of 105 counties, the unemployment rate decreased in 2013. Out of those 77 counties, five

had more than a 1 percent decline over the year; Cherokee, Franklin, Lane, Linn and Wichita counties.
The county with the lowest unemployment rate was Sheridan County, at 2.5 percent. Nineteen counties
experienced a jump in the unemployment rate. Lyon County had the largest increase of 1.4 percentage
points, with a 6.9 percent rate in 2013. Wyandotte County had the highest rate at 8.3 percent. See Map 3
below for a comparison of unemployment rates by county from 2012 to 2013.

Unemployment Rate by County, 2012-2013
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Labor Force and Jobs

The labor force increased in 41 out of the 105 counties. This means that the number of persons either
working or looking for work increased in those counties over the year. A sizable share of the counties
growing over the year are located in the southwest area of the state. One reason for this job growth is the
oil and gas extraction industry. Jobs increased in 61 counties, more than half of all counties. Also, similar
to the labor force outlook, a significant proportion of the counties showing job growth are located in the
southwest portion of the state.

Labor Force by County, 2012-2013
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Jobs by County, 2012-2013
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Table 2 shows a historical perspective of the Kansas and U.S. populations since 2002. The Kansas
population has grown consistently, experiencing a 6.6 percent increase from 2002 to 2013. The
population increased an average of 0.6 percent per year during this period. The 2013 population growth
in Kansas was 0.3 percent, the smallest annual growth rate since 2003, and nearly half of the growth rate

of 2012.

The U.S. population has also experienced growth, expanding 9.9 percent since 2002. The average
annual growth rate of the U.S. population since 2002 has been 0.9 percent. The U.S. population grew
0.7 percent in 2013 as well as in 2012, which were the smallest annual growth rates since 1937. Kansas’
population made up 0.9 percent of the total U.S. population in 2013 for the 13" consecutive year. Kansas
ranked 34™ out of the 50 states in total population for 2013.

2002

Total Population

2003

2004

2005

2006

2007

2,713,535

2,723,004

2,734,373

2,745,299

2,762,931

2,783,785

287,625,193

2008

290,107,933

2009

292,805,298

2010

295,516,599

2011

298,379,912

2012

301,231,207

2013

Kansas

2,808,076

2,832,704

2,858,910

2,869,548

2,885,398

2,893,957

U.S.

304,093,966

306,771,529

309,326,295

311,582,564

313,873,685

316,128,839

Note: 2002-2009 data has been revised using 2010 data
Source: U.S. Census Bureau




Chart 9 is a population pyramid showing the 2013 Kansas population’s distribution by age. Population
pyramids are used to analyze demographics to better plan for an area economy. The population
distribution of Kansas is bimodal, with two large groups of people. The first large group at the bottom
of the pyramid is centered around 20 to 24 year olds. The second group is closer to the top, centered
around 50 to 54 year olds; which has the highest percentage share of all age groups.
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Population pyramids can provide dependency ratios. Age subgroups are used to calculate the Age
Dependency Ratio (ADR) — the ratio of the sum of the population under 18 and over 64 years, to the
population 18 to 64 years old. The ADR is an assessment of the ability of the working population to
support children and the aging. An increase in the ADR discourages savings, which in turn, decreases
investment and economic growth. Personal transfers rise with additional dependents, leading to a
reduction in the level of funds per person and decreases in consumption per capita. The higher the ratio,
the more burdens there are on the workforce to provide for dependents. This increased burden leads to
less disposable income for workers, as more of their income is spent providing for their dependents. The
ADR includes the Child Dependency Ratio (CDR) and the Old Age Dependency Ratio (OADR). The CDR
is the ratio of the population less than 18 years of age, compared to those ages 18 to 64. The OADR is
the ratio of the population aged 65 years and above, compared to the population from 18 to 64 years old.

The ADR for Kansas increased by 0.8 percentage points in 2013, from 63 to 63.8 percent. The ADR

has increased by 1.4 percentage points since 2008, when it was 61.4 percent. There were, on average,
61 dependents for every 100 people aged 18 to 64 in 2008. The number of dependents increased by
about 2 people per 100 of the base population over five years. In 2013, the CDR was 40.8 percent, up
from 40.7 percent in 2012 and up from 40.3 percent in 2008. Over five years, the number of dependents
below 18 years per 100 of the base population increased by 0.5 percentage points, less than one person.
The OADR for Kansas increased by about 0.7 percentage points over the year, to 23 percent in 2013,

up from 21.1 percent in 2008. There were two additional dependents aged 65 and over per 100 people
aged 18 to 64 over the past five years. This will probably lead to higher demand for health care services,
leading to further expansion in that industry.



Labor productivity is the output produced by a unit of labor in the production process. A unit of labor can
be a worker or an hour of work — expressed as productivity per worker or productivity per hour worked.
This section reviews productivity per person employed in the Kansas economy. Productivity per worker
is calculated as the ratio of total output to the total number of individuals employed in a given year. The
measure of output used is real gross domestic product (GDP) in chained 2009 dollars from the Bureau
of Economic Analysis. The number of individuals employed is estimated by Labor Market Information
Services in conjunction with the Bureau of Labor Statistics through the Local Area Unemployment
Statistics program.

Labor productivity is important in determining profits. Firms improve profits and/or decrease cost of
production when labor productivity improves. Firms can hold inputs constant, yet produce a higher level
of output with improved labor productivity, increasing supply of goods and services. If aggregate supply
is relatively inelastic in comparison with aggregate demand, profits will rise. Firms can also decide not to
alter the level of output and adjust labor instead to decrease the total cost of production. Any combination
of labor and other inputs can be used to increase profits and reduce the cost of production.

Labor productivity also affects labor demand. There are both scale and substitution effects associated
with increased labor productivity. The lower unit cost of labor increases demand for labor in the

short-run, holding wages constant — the scale effect. In the short-run it is assumed that capital is
invariable. In the long-run, firms use more of the cheaper labor input and relatively less capital — the
substitution effect. Higher labor demand occurs if growth in wages is at most, but not equal to, the growth
in labor productivity.

Labor compensation is impacted by labor productivity. Higher productivity is rewarded with higher
compensation — wages and fringe benefits. Higher compensation leads to a higher standard of living if
compensation growth exceeds the rate of inflation.

In 2003, Kansas’ productivity per worker was $82,576, higher than that for Oklahoma, but lower than
other surrounding states and the U.S. Among surrounding states, Colorado had the highest level of
productivity at $96,235. Between 2003 and 2013, labor productivity for Kansas increased by an average
of $1,160 per year. The average increases in productivity for the surrounding states and the U.S. were:
U.S., $1,116; Colorado, $1,035; Missouri, $550; Nebraska, $1,507; and Oklahoma, $1,707.



The levels of productivity in Oklahoma and Missouri have often come close to that for Kansas. Between
2006 and 2008, labor productivity in Oklahoma differed from labor productivity in Kansas by an absolute
average of $816; the difference decreased to an absolute average of approximately $500 between 2010
and 2012. Missouri’s labor productivity was $258 higher in 2008. In 2011 and 2012, Missouri’s labor
productivity differed by an absolute average of $705. While values for Nebraska came quite close in 2007
and 2008, labor productivity in the state has remained consistently higher since 2009, averaging $5,504
more annually. Colorado’s productivity has differed by more than $10,000 each year since 2009. In 2013,
each employed person in Kansas produced output valued at $94,175, higher than output per worker in
Missouri, but lower than output per worker in the U.S., Colorado, Nebraska and Oklahoma. This data is

shown in Table 3.

Kansas

Productivity per Worker

U.S.

Colorado

Missouri

Nebraska

Oklahoma

2003

$82,576

$96,722

$96,235

$86,013

$84,664

$78,560

2004

$81,899

$98,956

$95,791

$87,731

$85,595

$80,660

2005

$83,590

$100,380

$97,608

$87,956

$87,848

$82,391

2006

$85,557

$101,176

$95,975

$87,426

$89,537

$86,348

2007

$88,364

$101,506

$96,351

$87,219

$89,739

$87,653

2008

$88,691

$101,326

$97,211

$88,949

$89,804

$89,635

2009

$96,256

$102,433

$98,760

$90,314

$92,521

$89,249

2010

$89,116

$105,273

$101,698

$92,864

$95,240

$89,556

2011

$92,364

$106,305

$102,614

$91,667

$97,189

$91,602

2012

$92,619

$107,012

$104,142

$91,906

$97,383

$92,917

2013

$94,175

$107,878

$106,583

$91,513

$99,715

$95,627

Note: Figures in chained 2009 dollars
Source: Kansas Department of Labor, Labor Market Information Services in conjunction with U.S.
Department of Labor, Bureau of Labor Statistics and U.S. Bureau of Economic Analysis




Changes in labor productivity occur due to factors including changes in human capital, capital-labor ratio,
technology, economies of scale and management practices. Table 4 shows an index of labor productivity
calculated by normalizing productivity in 2003 to 100. The index reflects the change in labor productivity
since 2003 and it is comparable across states. Values above 100 show a positive change, while values
below 100 reflect a negative change in labor productivity.

Productivity Index

U.S. [Colorado|Missouri|Nebraska [Oklahoma
2003 .0 [100.0( 100.0 100.0 100.0 100.0
2004 . 102.3| 99.5 102.0 101.1 102.7
2005 2 |103.8 101.4 102.3 103.8 104.9
2006 .6 [104.6| 99.7 101.6 105.8 109.9
2007 .0 [104.9] 100.1 101.4 106.0 111.6

2008 4 1104.8| 101.0 103.4 106.1 1141
2009 5 1105.9| 102.6 105.0 109.3 113.6
2010 .9 1108.8| 105.7 108.0 112.5 114.0
2011 .9 1109.9| 106.6 106.6 114.8 116.6
2012 2 (110.6( 108.2 106.9 115.1 118.3
2013 0 (1115 110.8 106.4 117.8 121.7

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with
U.S. Department of Labor, Bureau of Labor Statistics and U.S. Bureau of Economic Analysis

Labor productivity in Kansas fell slightly in 2004 to 99.2, but reversed direction in 2004 with sustained
increases until 2008, reaching a high of 107.4. In 2009, the index fell to 104.5. Since 2010, the index has
increased consistently. Over the prior 10 years, labor productivity has increased by 14 percent; which is
higher than Colorado at 10.8 percent and Missouri at 6.4 percent. It is lower than Nebraska at

17.8 percent and Oklahoma at 21.7 percent. Labor productivity in Kansas has grown slightly faster than
labor productivity in the U.S. since 2011.

Merging information from Tables 3 and 4, Oklahoma started 2003 with a lower level of labor productivity
than Kansas, however consistently positive and relatively large changes have altered the difference

from -$4,016 to $1,452 between the labor productivity of Oklahoma and Kansas. The largest difference
in labor productivity in the two states occurred in 2009 - Kansas recorded 104.5 while Oklahoma was at
113.6. Missouri shows an opposite trend. The difference in labor productivity was $3,437 in 2003. Growth
in Missouri was much slower from 2006 to 2008 and from 2011 to 2013, leading to a 2013 level of
productivity that is $2,662 lower than Kansas. While Colorado shows slower growth in labor productivity
since 2006, the differences over the years were not large enough to cause significant changes in relative
productivity levels. Nebraska’s labor productivity has increased, relative to its 2003 base, since 2009 with
a productivity level $3,473 higher in 2013 than in 2003.

In summary, the U.S., Kansas and surrounding states, other than Missouri, have observed sustained
increases in productivity per person employed since 2010. All states have also experienced large positive
changes in labor productivity over the past 10 years. The growth difference in labor productivity has
changed the relative levels between Kansas and surrounding states. Nebraska and Oklahoma show
positive difference in level and growth relative to 2003. Missouri shows negative differences in both level
and growth. Colorado leads in productivity level, but lags in growth.



Job Vacan

The number of job vacancies in a given area is a measure of the labor market’s health. A comparison of
the number of unemployed individuals to the number of vacant jobs indicates the tightness of an area’s
labor market. The number of job openings provides a snapshot of the current demand for workers in an
area. The Kansas Department of Labor conducts an annual Job Vacancy Survey to collect this data. It
surveys employers across the state in order to measure labor demand by area, industry and occupation.
The most recent survey was conducted during the second quarter of 2014.

There were 44,886 job vacancies in Kansas during

the second quarter of 2014, an 18.2 percent increase There were 44,886 job vacancies

from 2013. The statewide job vacancy rate was in Kansas during the 2nd

3.2 percent, indicating that for every 100 positions in Quarter of 2014, an 18.2 percent
Kansas, 3.2 were vacant and 96.8 were filled. Both increase from 2013. Both the
the number of job vacancies and the job vacancy rate number of job vacancies and the

are the highest recorded in Kansas since 2008. job vacancy rate are the highest

recorded in Kansas since 2008.

There were 1.6 unemployed people for every
vacancy in Kansas, a significant improvement from
2013 where there were 2.1 unemployed people per
vacancy. This is the first time that there have been fewer than two unemployed people per vacancy since
2008. According to the Bureau of Labor Statistics, there were two unemployed people per job opening
nationally, and 1.9 in the Midwest region in May 2014. Both recorded improvements from May 2013,
when nationally there were 2.9 unemployed people per opening and 2.7 in the Midwest. Since there are
more job seekers than vacancies, the labor market remains soft. However, conditions are improving and
the labor market in Kansas is better off than in the Midwest and the nation.




The top five occupations in Kansas with the most vacancies are shown in Chart 10 below, along with the
average lowest hourly wage offered for each position. The top five most vacant jobs in Kansas accounted
for 24.2 percent of the job vacancies in the state.

Retail salespersons were the most vacant positions in Kansas with 2,466 job vacancies in the second
quarter of 2014. With three of the top five jobs in retail and food service, this shows a possible increase in
consumer spending leading to more people needed in those fields. The third highest ranked occupation,
heavy and tractor-trailer truck drivers, is a fairly high paying profession and is vital to commercial
transportation and delivery traffic, a leading indicator of economic growth for the state. Personal care
aides being in the top five reflects an increased need for help caring for aging family members.

® Vacancies (Top Scale)
@ Average Hourly Minimum Wage Offer (Bottom Scale)
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Chart 11 shows that the average lowest hourly wage offered increases with the educational requirements
of the position. Openings with no educational requirement had an average lowest hourly wage offer of
$8.82 while those requiring a doctoral or professional degree were offered, on average, a minimum of
$55.09 per hour. The average lowest hourly wage offer for all vacancies was $11.77. The chart also
shows the majority of job openings, 70.2 percent, have no requirement or require a high school diploma
or GED. Only 12.9 percent of job openings require a bachelor’s degree or higher. This may indicate a
shortage of workers for positions with lower educational requirements or a higher turnover for those type
of jobs.
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Governor’s CTE

In January 2012, Kansas Governor Sam Brownback outlined an initiative to more closely align K-12 and
post-secondary education to technical and non-technical careers. It is known as the Governor’s Career

and Technical Education (CTE) Initiative.

The program invests state dollars into career and technical education and encourages high school
students to enroll in college-level CTE courses and earn industry-recognized credentials in key high
demand occupations. The Career and Technology Act, passed by the 2012 Kansas Legislature and
signed by Governor Brownback, provides the benefits outlined below.

In 2014, 8,208 secondary students enrolled in college-level technical education courses. This is a
112 percent increase from the 2011-2012 school year. In addition, 1,419 high school students earned
industry-recognized credentials upon graduation, an increase of 159 percent from 2011-2012.



Starting in the 2012-2013 school year, Kansas high school students could qualify for free college tuition
in approved technical courses at Kansas technical and community colleges. Through the Initiative,
school districts can also receive $1,000 for each high school student who graduates from that district with
industry-recognized credentials in key occupations. More information can be found online at
http://www.kansasregents.org/governors_cte_initiative. Table 5 lists the 2014-2015 qualifying credentials
for the Governor’s CTE Initiative.

Governor’s Career and
Technical Education Initiative

Occupation Average Annual Wage
Farmers, Ranchers & Other Agricultural Managers $95,190
Plumbers, Pipefitters & Steamfitters $49,940
Electricians $48,310
Industrial Machinery Mechanics $44,840
Assemblers & Fabricators $44,070
Computer Support Specialists $44,000

Heating, Air Conditioning & Refrigeration
Mechanics & Installers

Sheet Metal Workers $43,300

Bus & Truck Mechanics, and Diesel Engine
Specialists

Carpenters $40,420
Fire Fighter $40,200
Heavy & Tractor Trailer Truck Drivers $39,890
Machinists $37,730
Automotive Service Technicians & Mechanics $37,580
Farm Equipment Mechanics $36,590
Welders, Cutters, Solderers & Brazers $35,110

Metal & Plastics Computer-Controlled Machine
Tool Operators

Light Truck or Delivery Service Drivers $32,560
Nursing Assistants & Orderlies $23,030

Source: Kansas Board of Regents

$43,810

$41,650

$33,680




Projectig

Projections are approximations of future job levels. This is estimated using a combination of methods
considering trends in past job levels and the relationships between job levels and additional factors.

Projections inform researchers and other interested parties about the future direction of the labor
market and its implications for the economy. Projections also play an important role in making career
choices. While general interest in certain careers may impact occupational choices, information about
future trends in occupational employment or demand for labor helps identify practical options to ensure
future employment security. To guide occupational decision-making in Kansas, the CTE initiative uses
occupations identified as high-demand using short-term and long-term projections and the Job Vacancy
Survey (JVS).

Projections use the most comprehensive measure of jobs. This measure includes covered and
non-covered jobs. Data on self-employed workers are calculated by applying national staffing patterns
to state employment data. LMIS conducts school and church surveys that provide information about
jobs that are not covered by unemployment insurance. Data on railroad workers are sourced from the
Railroad Retirement Board (RRB).

Short-Term Projections

The base quarter used in these projections is quarter one 2013 and the projection quarter is quarter

one 2015. Short-term projections look at relationships between job levels and hours worked, consumer
expectations, interest rates, money supply and price indices. Other than holding the observed trends and
relationships constant, assumptions are not made about any other variables including the business cycle.
Short-term projections reflect changes in cyclical, structural and frictional factors.



Table 6 shows short-term projections from the first quarter 2013 to the first quarter 2015. Total jobs are
expected to increase to 1,469,442, a 2.2 percent growth over the two-year period. The annual average
rate of growth is 1.1 percent. The private sector is expected to add 32,179 jobs over the projection
period, or 2.4 percent. The private sector annual growth rate is 1.2 percent. Jobs in the government
sector (excluding schools and hospitals) are expected to decrease by 1,230 jobs to 100,260, or

1.2 percent, over the period. Relatively high growth sectors include administrative and support, and
waste management and remediation services; professional, scientific and technical services; agriculture,
forestry, fishing and hunting; mining; and management of companies and enterprises.

Short-Term Industry Projections

Job Numbers Job Changes

Industries Quarter 1 | Quarter 1| . o | AnnualAvg.
2013 2015 Growth Percent

Total All Sectors 1,438,493 11,469,442 30,949 2.2 1.1
Health Care & Social Assistance 196,566 192,116 5,550 3.0 1.5
Manufacturing 162,410 | 164,572 2,162 1.3 0.7
Educational Services 148,136 151,465 3,329 2.2 1.1
Retail Trade 141,683 | 142,577 894 0.6 0.3
Accommodation & Food Services 102,497 | 105,458 2,961 2.9 1.4
Government 101,490 | 100,260 -1,230 -1.2 -0.6

Self-Employed & Unpaid Family
Workers

Administrative & Support, & Waste
Management & Remediation Services

Professional, Scientific & Technical
Services

Finance & Insurance 61,127 63,389 2,262 3.7 1.8
Wholesale Trade 58,435 59,162 727 1.2 0.6
Construction 50,995 52,541 1,546 3.0 1.5
Other Services 52,293 51,810 -483 -0.9 -0.5
Transportation & Warehousing 48,041 49,004 963 2.0 1.0
Information 27,230 27.622 392 1.4 0.7

Management of Companies &
Enterprises

Arts, Entertainment & Recreation 13,804 14,238 434 3.1 1.6
Real Estate, & Rental & Leasing 13,295 13,479 184 1.4 0.7

Agriculture, Forestry, Fishing &
Hunting

Mining 10,199 10,682 483 4.7 2.3
Utilities 7,704 7,850 146 1.9 0.9

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau of Labor Statistics

84,453 85,100 647 0.8 0.4

77,293 82,667 5,374 7.0 3.4

65,505 69,043 3,638 5.4 2.7

15,017 15,614 597 4.0 2.0

10,320 10,793 473 4.6 2.3




Table 7 presents a summary of short-term projections by occupational group. Over the projection period,
office and administrative support, and food preparation and serving related occupations will generate
3,475 and 3,129 additional jobs respectively. Other occupational groups that will generate growth of more
than 2,000 jobs over the projection period include education, training and library (2,146), business and
financial operations (2,069) and transportation and material moving occupations (2,020).

Annual average growth rates are lower by occupational group. The computer and mathematical
occupational group is the only one at 2 percent growth. The groups growing the most include business
and financial operations, legal, building and grounds cleaning and maintenance, and personal care and
service occupations. These groups will all record a 1.6 percent increase. It is expected that there will be
100,416 openings over the projection period, or an average of 50,208 openings per year from new and
replacement jobs. Approximately 67.5 percent or 67,760 openings will be due to replacement.

Short-Term Occupational Projections

Job Numbers Job Changes

Occupations Quarter 1 | Quarter 1 |\ . [ oo | Annual Avg.
2013 2015 Growth %

Total All Occupations 1,438,493 11,469,442 30,949 2.2 1.1 100,416
Office & Administrative Support 224,746 | 228,221 3,475 1.5 0.8 14,236
Sales & Related 143,880 | 145,642 1,762 1.2 0.6 11,407

Food Preparation & Serving
Related

Production 111,588 113,548 1,960 1.8 0.9 6,741
Transportation & Material Moving 100,756 102,776 2,020 2.0 1.0 6,583
Education, Training & Library 92,100 94,246 2,146 2.3 1.2 5,873

Health Care Practitioners &
Technical

Management 75,337 76,836 1,499 2.0 1.0 4,287
Business & Financial Operations 65,932 68,001 2,069 3.1 1.6 4 597
Construction & Extraction 63,889 65,454 1,565 2.4 1.2 3,780
Installation, Maintenance & Repair| 59,435 60,453 1,018 1.7 0.9 3,767
Personal Care & Service 58,240 60,107 1,867 3.2 1.6 4,076

Building & Grounds Cleaning, &
Maintenance

Health Care Support 47,007 48,439 1,432 3.0 1.5 3,071
Computer & Mathematical 30,431 31,688 1,257 4.1 2.0 2,169
Protective Service 29,098 29,503 405 1.4 0.7 2,312
Architecture & Engineering 24,346 24 957 611 2.5 1.2 1,639

Arts, Design, Entertainment,
Sports & Media

Community & Social Service 15,972 16,316 344 2.2 11 1,072
Life, Physical & Social Science 9,401 9,587 186 2.0 1.0 749
Farming, Fishing & Forestry 9,103 9,352 249 2.7 14 792
Legal 8,979 9,260 281 3.1 1.6 549

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau of Labor Statistics

Total
Openings

114,904 | 118,033 3,129 2.7 1.4 12,959

79,006 80,679 1,673 2.1 1.1 4,612

51,271 52,960 1,689 3.3 1.6 3,666

23,072 23,384 312 1.4 0.7 1,479




The Bureau of Labor Statistics assigns the level of education typically needed to enter each occupation.
There are eight categories shown in Table 8. The greatest numerical change in jobs is projected for those
that require a high school diploma or equivalent — 10,959. There will be 8,746 additional jobs that require
less than a high school diploma and 6,163 additional jobs over the two-year projection period that require
a bachelor’s degree. The fastest growing groups are occupations that require bachelor’s and master’s
degrees, at an annual growth rate of 1.3 percent each.

Projections by Educational Requirement

Job Numbers Job Changes

Education Quarter 1 | Quarter 1 Numerical | Percent Annual Avg.
2013 2015 Growth %

Total 1,438,493 | 1,469,442 | 30,949 2.2 1.1 100,416
Less than High School | 381,891 390,637 8,746 2.3 1.1 34,017

High School Diploma
or Equivalent

Postsecondary
Non-Degree Award

Some College 24,538 25,127 589 2.4 1.2 1,551

Associate Degree 57,283 58,589 1,306 2.3 1.1 3,386
Bachelor’'s Degree 231,953 [ 238,116 6,163 2.7 1.3 15,363
Master’s Degree 21,458 22,039 581 2.7 1.3 1,394

Doctorate or
Professional Degree

Total
Openings

590,367 | 601,326 10,959 1.9 0.9 37,013

98,149 100,005 1,856 B 0.9 37,013

32,854 33,603 749 2.3 1.1 2,035

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau of Labor Statistics

Total jobs are also o o

estimated by projection Area PI'OleC'l'IOnS

region. The numbers

presented for future Job Numbers Job Changes
statewide jobs are not Area Quarter 1 | Quarter 1 |\ . [ 5 | Annual Avg.
aggregations of estimations 2013 2015 Growth %
done at the projection area Statewide 1,438,493 | 1,469,442 ( 30,949 2.2 1.1
level. The largest number Kansas City | 469,174 | 485,715 | 16,541 3.5 1.7

of additional jobs are North Central | 110,720 | 112,298 | 1,578 1.4 0.7
estimated for the Kansas Northeast 264,006 | 267,185 | 3,089 | 1.2 0.8
City, South Central and Northwest 70,009 | 71,137 | 1,128 16 0.8
Northeast regions with

16,541, 5.407 and 3,089 South Central | 329,781 335,188 5,407 1.6 0.8
additional jobs, respectively. Southeast 105,582 | 107.656 | 2,074 2.0 1.0
The Kansas City region Southwest 88,181 89,246 1,065 1.2 0.6

has the highest estimated Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau

of Labor Statistics
annual average growth rate
at 1.7 percent.




Long-Term Projections

Every two years, each of the 50 states completes long-term projections in conjunction with the U.S.
Department of Labor. The base year used in these projections is 2012 and the projection year is 2022.

Kansas total jobs in all industries are expected to grow by 163,245 jobs to 1,609,566 in 2022, an
increase of 11.3 percent over the 10-year period. This averages out to 16,325 jobs per year, a

1.1 percent average annual growth. Goods-producing industries are projected to grow at an average
annual rate of 0.8 percent from 2012 to 2022. Service providing industries are projected to grow at
1.2 percent annually over that period.

Full employment is an important assumption made in the projected year. This means unemployment is

at its natural rate, and any remaining unemployment is frictional or structural in nature, not cyclical. The
only people who are unemployed are temporarily unemployed as a result of transitioning between jobs or
are unemployed due to a mismatch of skills or geography. They are not unemployed due to insufficient
demand for workers. In this way, the projections do not predict changes in the business cycle, and
instead project the trend in long-term growth.

As shown in Table 10, the administrative and support services industry is projected to grow from 74,283
to 92,637 jobs from 2012 to 2022. It is projected to gain on average 1,834 jobs per year, the most of any
industry.

Top 10 Long-Term Industries by Numerical Change

Job Numbers Total Change Annual Change

Industries Base | Projection
Year 2012 | Year 2022

Administrative & Support Services 74,283 92,637 18,354 24.7% 1,834 2.2%
Educational Services 143,356 | 160,764 17,408 12.1% 1,741 1.2%

Professional, Scientific & Technical
Services

Ambulatory Health Care Services 56,846 71,388 14,542 25.6% 1,454 2.3%
Nursing & Residential Care Facilities | 40,164 49,732 9,568 23.8% 957 2.2%
Hospitals 64,361 73,539 9,178 14.3% 918 1.3%
Social Assistance 24774 33,634 8,860 35.8% 886 3.1%
Food Services & Drinking Places 93,946 102,321 8,375 8.9% 838 0.9%
Specialty Trade Contractors 34,623 40,198 5,575 16.1% 558 1.5%

Insurance Carriers & Related
Activities

Numerical | Percent | Numerical | Percent

62,428 79,049 16,621 26.6% 1,662 2.4%

29,606 32,586 2,980 10.1% 298 1.0%

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau of Labor Statistics

There are four industries included in the top 10 that fall under health care and social assistance.
These are ambulatory health care services, nursing and residential care facilities, hospitals, and social
assistance. This shows that the demand for health care workers is projected to grow during the period.



Table 11 shows the top 10 industries projected to grow the most in terms of percent change. The
nonstore retailers industry is projected to grow the most, at 36 percent over the projection period. Many
retailers in this industry sell products online and do not utilize traditional retail property. As a result, the
industry may be viewed as favorable to employers in the rural parts of Kansas that do not have access to
large population centers.

Top 10 Long-Term Industries by Percent Change

Job Numbers Total Change Annual Change

Industries Base | Projection
Year 2012 | Year 2022

Nonstore Retailers 2,658 3,616 958 36.0% 96 3.1%
Social Assistance 24,774 33,634 8,860 35.8% 886 3.1%

Professional, Scientific & Technical
Services

Warehousing & Storage 8,243 10,373 2,130 25.8% 213 2.3%
Ambulatory Health Care Services 56,846 71,388 14,542 25.6% 1,454 2.3%
Administrative & Support Services 74,283 92,637 18,354 24.7% 1,835 2.2%
Nursing & Residential Care Facilities | 40,164 49,732 9,568 23.8% 957 2.2%
Construction of Buildings 10,630 13,116 2,486 23.4% 249 2.1%

Waste Management & Remediation
Services

Crop Production 3,276 3,975 699 21.3% 70 2.0%

Note: List only includes industries with employment of 1,000 or more in the base year.
Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau of Labor Statistics

Numerical | Percent | Numerical | Percent

62,428 79,049 16,621 26.6% 1,662 2.4%

3,013 3,681 668 22.2% 67 2.0%

Five of the industries in Table 11 are also in the top 10 industries for the nation. These are ambulatory
health care services, construction of buildings, social assistance, nursing and residential care facilities,
and professional, scientific and technical services. Two additional industries ranked near the top of the
U.S. list: waste management and remediation services, and administrative and support services. These
seven follow industry trends that Kansas has in common with the other states. For example, changes in
age demographics will increase demand for health care services.

The remaining industries are projected to grow based on factors specific to Kansas and not necessarily
common to all states. Kansas’ placement in the geographic center of the U.S. is advantageous to
transporting goods throughout the country, giving Kansas the edge over other states in the warehousing
and storage industry. One example is the new intermodal and logistics park being built in Edgerton,
Kan., where goods arrive by train and are then transferred to trucks for distribution.

Crop production is in the top 10 by percentage growth in Kansas, yet ranked below average in the
nation. Increases are due to the prominence of the industry in Kansas relative to other states. Strong
crop prices have driven growth in nearly every projection region in the state except Kansas City and the
South Central region, which is mostly the Wichita MSA. Projections only include agricultural jobs that
are covered by Unemployment Insurance law. This includes agricultural employers that paid out more
than $20,000 in wages in any one quarter during the current or preceding year, or employed 10 or more
individuals during the current or preceding year for some portion of a day in each of 20 different weeks.



Table 12 shows the top 10 occupations by projected numerical growth. Table 13 shows the top 10
occupations by percent change. Eight of the top 10 occupations in Table 12 match the top 10 list for
the nation. The two occupations not on the U.S. list are heavy and tractor-trailer truck drivers, and hand
laborers, and freight, stock and material movers. Four of the occupations on Table 13 are health care
related occupations, resulting from the above average growth in the health care industry.

Top 10 Long-Term Occupations by Numerical Change

Job Numbers | Annual Change Education Typically
2012 | 2022 | Number | Percent Needed for Entry

| Personal Care Aides 16,673 | 28,275 860 3.7% Less than High School

| Registered Nurses 28,438 | 33,460 502 1.6% Associate Degree

| Customer Service Representatives 26,682 | 31,399 472 1.6% High School Diploma/GED

Postsecondary Non-Degree
Award

Occupations

Nursing Assistants 19,838 | 23,710 387 1.8%

Secretaries & Administrative Assistants,
Except Legal, Medical & Executive
Hand Laborers, & Freight, Stock &
Material Movers

Combined Food Preparation & Serving
Workers, Including Fast Food

Janitors & Cleaners, Except Maids &
Housekeeping Cleaners

28,240 | 32,071 383 1.3% High School Diploma/GED

22,107 | 24,704 360 1.5% Less than High School

21,698 | 24,931 323 1.4% Less than High School

23,334 | 26,500 317 1.3% Less than High School

Postsecondary Non-Degree
Award

Retail Salespersons 38,927 | 41,510 258 0.6% Less than High School

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau of Labor Statistics

Heavy & Tractor-Trailer Truck Drivers 21,044 | 23,635 259 1.2%

Job Numbers | Annual Change

Education Typically

ion
Occupations 2012 | 2022 | Number |Percent| Needed for Entry

Interpreters & Translators 825 1,220 40 4.0% Bachelor’s Degree
Personal Care Aides 19,673 | 28,275 860 3.7% Less than High School
Diagnostic Medical Sonographers | 614 866 25 3.5% Associate Degree
_I;Gc:as:;ee(igndary Health Specialties 739 1,037 30 3.4% Doctorall:;);gl:’rreoefes&onal
Information Security Analysts 565 780 22 3.3% Bachelor’s Degree
Home Health Aides 6,666 | 9,146 248 3.2% Less than High School
m:;igtisgssit;g@ r;salysts & 4,247 | 5,671 142 2.9% Bachelor’s Degree
Personal Financial Advisors 1,801 | 2,384 58 2.8% Bachelor’s Degree
Actuaries 541 715 17 2.8% Bachelor’s Degree
Physical Therapist Assistants 1,042 | 1,376 33 2.8% Associate Degree

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau of Labor Statistics



Gross Domes

Gross Domestic Product (GDP) measures the market value of all final goods and services produced
in an economy within a defined period of time. GDP is the broadest measure of economic activity. It
measures total income, output and expenditures. The

market value of output at a point in time is nominal, and GDP Represents:

not comparable over time because it is difficult to gauge Total Income:

whether differences are the results of changes in real Rent, compensation of employees,
output, prices or both. To generate a measure of output interest, dividends, proprietors’

that can be compared to previous values, nominal GDP income, corporate profits

is measured in the prices of some base year through the Total Output

use of a deflator, which is a price index. The Bureau of Total Expenditures:

Economic Analysis (BEA) uses a GDP deflator to compute Personal consumption, gross private/
real GDP with a base year of 2009. domestic investments, government

expenditures, net exports

According to the BEA, both the nominal and real GDP in
Kansas grew for the fourth consecutive year in 2013. Kansas’ nominal GDP rose to $144 billion, a 3.7
percent increase. This is higher than the 3.5 percent growth in the U.S. nominal GDP. Kansas’ real GDP
increased 1.9 percent, to $132 billion. The U.S. real GDP recorded a 1.8 percent increase. Kansas
ranked 31%tin 2013 among the 50 states for both nominal and real GDP. Chart 12 shows the annual
percent changes in nominal and real GDP for Kansas and the U.S.
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fixed capital for military structures located abroad for military equipment, except office equipment. Nominal and Real GDP in the U.S. includes these items.
Source: Bureau of Economic Analysis



From 2003 to 2013, the Kansas nominal GDP grew by 48.8 percent, surpassing the national growth rate
of 45.9 percent. During the same time period, Kansas’ real GDP increased by 17.3 percent, which is
higher than the national real GDP growth of 16.5 percent.

Gross Domestic Product (GDP) per Capita

Real GDP measures the total income of an economy, adjusted for inflation. Residents of economies
with similar levels of real GDP may not have similar levels of individual income because the population
levels of the economies may differ. To generage a measure that describes the standard of living for each
resident, rather than the population as a whole, real GDP is divided by the population to produce real
GDP per capita.

A historical look at the real GDP per capita in Kansas and the U.S. is shown in Chart 13. Kansas
recorded a real GDP per capita of $45,665 in 2013, a growth of 1.6 percent. This ranks Kansas 27"
out of the 50 states. The U.S. real GDP per capita rose 1.1 percent to $49,115 from 2012 to 2013.
Since 2003, Kansas has experienced a real GDP per capita growth rate of 10.3 percent, while the U.S.
increased by 7 percent in the same time period.

$50,000

mKansas ®=U.S.

$48,000

$46,000

$44,000

$42,000 -

Real GDP per Capita*

$40,000 -

$38,000 -

$36,000 -
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Year

Real GDP in chained 2009 dollars
Source: Bureau of Economic Analysis



Industries Contributing to GDP

Several industries contribute to Kansas’ nominal GDP, as shown in Chart 14. The trade, transportation
and utilities industry continued to be the largest contributor to Kansas’ nominal GDP, making up

18.9 percent of the total in 2013. The industry contributed $27.3 billion to the state’s nominal GDP.

The manufacturing industry contributed 15.9 percent of the total nominal GDP in Kansas. The financial
activities and government industries added 15.2 and 14 percent respectively to the nominal GDP in 2013.
Together these four industries: trade, transportation and utilities, manufacturing, financial activities and
government, accounted for 64 percent of all nominal GDP in Kansas, which is a smaller share than in
2012. This is also seen in the nation, where the same four industries accounted for 61.2 percent of the
total GDP.

All Other Industries
18.7%

Education &

Health Services

78% Manufacturing
15.9%
Professional & y Y
Business Services
9.6%

Financial Activites

Government 15.2%

14.0%

Source: Bureau of Economic Analysis



In Kansas, 10 of the 11 major industries showed a gain in their contribution to nominal GDP from 2012 to
2013, while one recorded an over-the-year decline. This is an improvement from 2012, where nine of the
11 major industries showed a gain and two declined.

Natural resources and mining showed the largest increase, both in numerical and percentage change,
rising 23.4 percent in contributions to GDP. This industry contributed approximately $1.8 billion more to
Kansas’ nominal GDP in 2013 than in 2012. This rise can be attributed to a large increase in agricultural
production. Professional and business services had the second highest gain, adding approximately
$0.9 billion more to Kansas’ GDP. All sectors in this industry recorded an increase in GDP. The trade,
transportation and utilities industry had the third highest gain with a $0.7 billion increased contribution to
Kansas’ nominal GDP in 2013. All sectors in this industry also recorded an increase in GDP.

The only decline in contributions to nominal GDP by an industry was in government. Government
contributed approximately $27 million less in 2013 than in 2012, a 0.1 percent reduction.

Nominal GDP by Industry

Percent

Industry

2012

2013

Change

Natural Resources &
Mining

$7,568

$9,336

23.4%

Professional &
Business Services

$12,886

$13,788

7.0%

Financial Activities

$21,177

$21,881

3.3%

Information

$5,240

$5,399

3.0%

Leisure & Hospitality

$4,024

$4,146

3.0%

Trade, Transportation
& Utilities

$26,517

$27,520

2.8%

Construction

$4,713

$4,833

2.5%

Other Services

$3,147

$3,215

2.2%

Manufacturing

$22,565

$22,947

1.7%

Education & Health
Services

$10,996

$11,167

1.6%

Government

$20,125

$20,098

-0.1%

Note: Data is in Millions

Source: Bureau of Economic Analysis




Location Quotients

The industry sectors that contribute to the economic vitality of Kansas can be identified through location
quotients. These are an economic base analysis that focus on the concentration of jobs in each state
compared to the U.S.

Location quotients measure the number of jobs an industry has in an area compared to another area —
the U.S. in this case. If the location quotient is greater than one, there is a higher concentration of jobs

in the state than there is nationwide. This means it is likely that most of the income for this industry is
generated outside of the state. If the location quotient is less than one, the concentration of jobs is less in
the state than the U.S., meaning most of the income for that industry is generated from inside the state.

Table 15 lists the location quotients for Kansas, Colorado, lowa, Missouri, Nebraska and Oklahoma, with
the U.S. as a reference area. Kansas has nine out of the 19 industries with a location quotient greater
than one, the same as 2012. Manufacturing, with a location quotient of 1.4, is especially noteworthy
because of the state’s high concentration of jobs in transportation equipment manufacturing. Mining,
quarrying, and oil and gas extraction, at 1.33, is also notable because of the state’s increasing job
numbers in natural gas and oil.

Location Quotients by Industry Sector, 2013

Industry Kansas|Colorado [lowa|Missouri|Nebraska

Utilities 1.46 0.83 1.05( 1.12 0.34
Manufacturing 1.40 0.64 1.60 1.07 1.17
Mining, Quarrying, and Oil & Gas Extraction| 1.33 217 0.25| 0.25 0.19
Wholesale Trade 1.08 0.97 1.08( 1.05 1.07
Administrative & Waste Services 1.05 1.49 0.86| 0.99 0.93
Educational Services 1.04 1.06 1431 1.10 1.39
Management of Companies & Enterprises 1.03 0.85 1.13( 1.00 1.36
Construction 1.01 1.27 1.04] 0.94 1.11
Finance & Insurance 1.01 1.04 0.75| 0.93 0.82
Professional & Technical Services 0.99 0.83 0.93| 1.09 1.00
Retail Trade 0.99 0.96 1.06( 1.02 1.03
Agriculture, Forestry, Fishing & Hunting 0.94 0.69 140 0.50 1.61
Accommodation & Food Services 0.90 1.15 0.87| 1.00 0.87
Transportation & Warehousing 0.84 1.35 0.51 0.83 0.79
Other Services 0.84 0.97 0.94| 0.90 0.89
Arts, Entertainment & Recreation 0.81 1.34 0.81 1.07 0.95
Information 0.75 0.96 0.71 1.55 1.35
Health Care & Social Assistance 0.72 1.25 0.61 0.88 0.66
Real Estate, and Rental & Leasing 0.55 0.70 0.89| 0.83 0.53
Unclassified 0 0.56 0 0 0

Source: Kansas Department of Labor, Labor Market Information Services in conjunction with Bureau of Labor Statistics




Kansas has a strong export business, trading a variety of goods and services ranging from food to
aerospace products. Exports can demonstrate the diversity of an economy and can identify areas where
a state may have a competitive advantage in the production of
a specific good. Exports make up 27.7 percent of the output
produced by the Wichita MSA. This concentration of output
devoted to exports is the third largest compared to the top 100

Kansas export sales
increased 6.5 percent in

MSAs in the nation. 2013. Total sales grew from
$11.7 billion in 2012 to
Kansas businesses compete in a global marketplace, where $12.5 billion in 2013.

economic growth contributes to the rising demand for Kansas
exports. As the global economy recovers, demand for
products in which Kansas has a competitive advantage will continue to rise. The value of the U.S. dollar
appreciated overall, compared to other world currencies from 2012 to 2013. This made goods produced
in the U.S. relatively more expensive, potentially lessening demand for U.S. goods and services.

Despite the appreciation of the U.S. dollar, Kansas goods exported increased 6.5 percent in 2013. Total
sales grew from $11.7 billion in 2012 to $12.5 billion in 2013. Kansas ranks 29" among all states in total
exports, an improvement from 315t in 2012. This is the fourth consecutive year of growth in Kansas export
sales since the Great Recession. In fact, this is the second highest export total ever recorded by Kansas.
Exports have increased 174 percent since 2003, and are only 0.4 percent away from surpassing the
2008 peak.

The 2013 growth was spurred by large export increases in two sectors: agricultural products and food
manufacturing. Agricultural products increased export sales by approximately $881 million, a

50.9 percent growth. The primary reason for this increase was growth in oilseed and grain exports, which
make up approximately 99 percent of sales in this sector. Agricultural products were the most exported
products from Kansas in 2013, totaling $2.6 billion in sales. China was the leading importer of Kansas
agricultural products, followed by Mexico and Brazil. Fourteen countries at least doubled the amount of
their Kansas agricultural product imports and 15 countries started importing agricultural products that did
not import any in 2012. Brazil, Peru, Panama and South Africa were the largest importers of the group
that first started importing agricultural products in 2013.

The food manufacturing sector transforms livestock and agricultural products into products for
intermediate or final consumption. Food manufacturing experienced a sales growth of approximately
$350 million, a 16.5 percent increase in 2013. An increase of $341 million in the export of meat products
and meat packing products was a large factor in this growth. Japan is the leading importer of Kansas
food manufacturing products, followed by Canada and Mexico.



Transportation equipment was the most exported product from Kansas in 2012, but dropped 12.1 percent
in 2013. This sector now ranks third in exports; the first time since 2003 that transportation equipment
was not the most exported product in Kansas. The state has dropped from a rank of 23 in 2012 to 25"

in 2013 among all 50 states in transportation equipment exports. This sector includes industries that
produce aerospace parts and products, motor vehicle parts and assembly, and other transportation
equipment manufacturing.

Transportation equipment earned $2.1 billion in sales in 2013, representing 17.2 percent of all Kansas
exports, down from a 20.8 percent share in 2012. Since 2008, the amount of transportation equipment
exports has decreased by 56.4 percent. This is largely because of the decrease in demand for aerospace
parts and products, with Kansas sales declining $263 million since 2012. Eight countries imported at
least $100 million less of transportation products in 2013 compared to 2008. Canada is the leading
importer of transportation equipment from Kansas, followed by Brazil and Mexico. Chart 15 shows the
top Kansas exports in 2013.

Agricultural Products

| | | | | I
_ $2,614,702
[ [ [

[ I

\
e ————
Machinery, Except Electrical — $1,323,804

Chemicals _ $1,027,856
Computer & Electronic Products _ $676, 286
Plastics & Rubber Products [ EGE $354,125
) $33“6,236
B 5256013

Petroleum & Coal Products - $247,638
]

Food Manufacturing

Transportation Equipment

Product

Electrical Equipment, Appliances & Components

Fabricated Metal Products

Value of Exports*

*In thousands
Source: U.S. Department of Commerce, Office of Trade and Industry Information
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Table 16 shows the countries that imported the largest dollar amount of goods and services from Kansas.
Canada was the state’s largest trading partner in 2013, importing approximately $2.6 billion in goods and
services. This amounts to a 5 percent decrease from 2012 to 2013. A total of 61.3 percent of Canadian
imports from Kansas came from the following sectors: machinery, except electrical, transportation
equipment, food manufacturing, and petroleum and coal products.

China was the second largest importer of Kansas products, with approximately $1.7 billion in sales.
Exports to China increased by 49.7 percent from 2012 to 2013. Agricultural products accounted for
70.7 percent of the increase. Kansas continues to rank sixth among states which export agricultural
products to China.

Mexico imported the third largest amount of Kansas goods and services at nearly $1.5 billion; this
ranking is down from second place in 2012. Mexico recorded a $77 million increase in exports from
2012, which shows Mexico rebounding from its $165 million drop in 2012. Agricultural products and food
manufacturing contributed most to this rebound, rising by $63 million and $38 million respectively in
2013.

Top Export
Countries

Total Exports

Canada $2,606,385

China $1,702,829

Mexico $1,532,930
Japan $880,310
Brazil $667,262
United Kingdom $485,027
Nigeria $326,100
Germany $322,330

France $236,972
South Korea $211,769

Note: Data is in Thousands
Source: U.S. Department of Commerce, Office of Trade and
Industry Information
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Personal Ip

Personal income is the sum of income earned by all factors of production that are employed, including
labor, and the funds earned without performing any economic activity such as social security, medicare,
unemployment insurance and veteran’s benefits, less the contributions made to the government to cover
social insurance programs. Personal income is used in three ways. First, it is used to pay personal taxes
to federal, state and local governments. Second, income is spent on the consumption of goods and
services, interest payments and transfers. Third, the remaining income is saved. The sum of the income
that is spent and saved measures disposable income.

In 2013, Kansas' total personal income increased by 2.4 percent to approximately $127.1 billion.
Nationally, personal income increased 2.6 percent to more than $14 trillion. All major components

of personal income increased in Kansas. The primary reasons for the rise in personal income were
increases in work earnings, and earnings from dividends, interest and rent. Work earnings increased
3.5 percent, higher than the 2 percent growth in 2012. Earnings from dividends, interest and rent
increased by 3 percent in 2013. A combination of more people working and increases in the incomes of
self-employed individuals led to the growth in work earnings, while improving financial markets led to the
rise in earnings from dividends, interest and rent. These income increases are pre-tax and therefore do
not include the increases in disposable income that individuals realized because of tax cuts.

Kansas was ranked 27" in 2013 among the 50 states in percentage change of personal income, an
improvement of 22 spots from 49" in 2012. Table 17 compares Kansas’ total personal income to the total
personal income nationwide. In 2013, Kansas’ total personal income was 0.9 percent of total personal
income in the U.S., the same percentage as the past decade.

Personal Income

2002 2003 2004 2005 2006 2007
$81,120,073 $83,821,149 $87,394,284 $91,745,336 $99,391,548 $105,670,818
$9,145,998,000 | $9,479,611,000 | $10,043,284,000 | $10,605,645,000 | $11,376,460,000 | $11,990,244,000

2008 2009 2010 2011 2012 2013*

Kansas| $114,003,572 | $109,730,790 $110,884,681 $120,782,820 $124,137,357 $127,092,150
U.S. [$12,429,284,000(|$12,073,738,000|$12,423,332,000 | $13,179,561,000 | $13,729,063,000 | $14,081,242,380

Note: Date in Thousands
*Preliminary
Source: Bureau of Economic Analysis




Personal Income per Capita

Similar to GDP, personal income can be expressed as per capita to show the average share of personal
income for each individual in a given area. Per capita personal income is calculated by dividing total
personal income by the population for a given area. It measures the wealth of the population and
provides a common measure for evaluating and comparing countries, states or areas.

Chart 16 illustrates the per capita personal income in Kansas and the U.S. in both absolute terms and
as a percent change. In 2013, Kansas recorded a per capita personal income of $43,916, while the U.S.
recorded a per capita personal income of $44,543. Kansas ranks 24th out of the 50 states in terms of
per capita personal income, the same ranking as 2012. From 2012 to 2013, Kansas’ per capita income

increased 2.1 percent, and the nation’s increased 1.8 percent.

Kansas’ per capita personal income grew 42.7 percent from 2003 to 2013, while the U.S. increased
36.3 percent during this time. With the exception of 2009, per capita personal income has increased

every year during this time span in both Kansas and the U.S.
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Inflation &

Consumer Price Index

The Consumer Price Index (CPI) is published by the U.S. Bureau of Labor Statistics and is a measure of
the prices paid by consumers for a representative basket of goods and services. As a result, this is one
of the most commonly used measures of inflation. The most general measure of the CPI is the CPI-U,
which is the CPI of all urban consumers. This measures factors in all prices for goods and services in the
representative region. Kansas is one of 12 states in the Midwest CPI region. CPI is not available at the
state level.

Chart 17 indicates the percent change in the CPI-U of three distinct groups — the U.S., the Midwest
region and the Kansas City MSA. Nationally, the CPI-U increased by 1.5 percent in 2013, this is the
fourth consecutive year of inflation. The 2013 rate is lower than the average inflation rate since 2003, at
2.4 percent. The Midwest recorded an increase in the CPI-U of 1.4 percent in 2013, which is also below
the average inflation rate since 2003 of 2.2 percent. The Kansas City MSA rose by 1.4 percent, which is
lower than the average inflation rate since 2003 of 2.2 percent.

5%

m Kansas City = Midwest

4%

3%

2% 0 - -
1% -+ I - -
0% | ‘ ‘ ‘

-1%

Percent Change

\—H T T T T —

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Year

Source: U.S. Department of Labor, Bureau of Labor Statistics
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From 2003 to 2013, inflation nationwide was 26.6 percent. During this same period, inflation in the
Midwest region was 24.6 percent and in the Kansas City MSA was 25.2 percent. Until recently, the U.S.
and Midwest CPI-U inflation figures were higher than the Kansas City MSA. From 2003 to 2008, the U.S.
CPI-U increased at a higher rate than in the Kansas
City MSA and the Midwest. Since 2008, the Kansas From 2003 to 2013, inflation
Clty MSA hqs haq the highest inflation rate of th.e three. nationwide was 26.6 percent.
This shows inflationary pressures were greater in the . . . . .
Kansas City MSA during that time than in the Midwest Du"_ng this _same perl(_)d, inflation
and the nation. This can mostly be attributed to a higher in the Midwest region was
increase in food and transportation service prices in 24.6 percent and in the Kansas
the Kansas City MSA from 2009 to 2013, than in the City MSA was 25.2 percent.
Midwest and the rest of the nation.

According to annual data, several items in the Midwest CPI index recorded large changes in prices from
2012 to 2013. Fuels and utilities, and medical care recorded the largest increases, at 3 percent, in 2013.
The jump in fuels and utilities stemmed from a 5.6 percent increase in piped gas service. Shelter had the
second largest increase at 2.1 percent. Transportation was the only item that declined in price from 2012
to 2013.

Wages

Wages and salaries accounted for 49 percent of the total personal income in Kansas in 2013, and are an
important component in determining the health of the economy. However, wage and salary data are more
meaningful when taking inflation into consideration. For instance, if inflation increases at a faster pace
than wages, wage and salary earners experience a reduction in their real (inflation-adjusted) wages, or
the amount of goods and services that their wages can purchase. This can have an adverse affect on the
economy since consumer spending is the largest component of GDP in the U.S.
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Chart 18 compares percent changes in wages and inflation from

2004 to 2013 in Kansas. In 2013, the average weekly wage In 2013, the average
in Kansas rose to $799, an increase of 1 percent from 2012. weekly wage in
Nationwide, the average weekly wage improved to $958, an increase Kansas rose to

of 1.1 percent. When accounting for the 1.4 percent inflation in the
Midwest region, the real average weekly wage in Kansas fell by

0.4 percent. The national real average weekly wage also decreased
by 0.4 percent in 2013.

$799, an increase of
1 percent.
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By Tyler Tenbrink, Senior Labor Economist

Economic theory suggests that the dollar value of all the products and services a country, state or firm
produces is equal to the income it receives. In the case of a country or state, the level of income received
directly affects the standard of living people enjoy in that area.

There are three major factors that contribute to how much a country or state can produce. These are
the factors of production: land, labor and capital. There are two aspects to each of these factors of
production, quantity and efficiency/productivity.

“Generally speaking, the critical determinants of productivity growth can be classified under three
categories: the average quality of the labor force; the amount of capital goods employed with each
worker-hour of labor; and efficiency with which labor, capital and other inputs are combined,” (McConnell,
Brue, & Macpherson, 2010).

The number of workers and their productivity has an impact on the level of goods and services
produced. This is the same at the firm level as it is at the state and country level. This shows that labor’s
contribution to output is dependent on labor productivity.

Statistics on labor productivity do not make the news each month as the unemployment rate or job
growth. However, to explain the benefit received from labor, the line of reasoning must go through labor
productivity.

Many topics that do make the news each month actually contribute to labor productivity. For example: the
amount of a state’s budget allocated for education, a local manufacturing company building a new plant,
and the amount of a state’s budget that goes to health care. These are a few examples of factors that
affect the long-term growth of labor productivity.

Quality of the Kansas Labor Force

The quality of the labor force depends greatly on education and training, its health and vitality, and its
age-gender composition (McConnell, Brue, & Macpherson, 2010). How does Kansas stack up against
the nation as a whole?
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1990

Educational AHainment

2000

2009

High
School
Grad or

more

Area

Bachelor’s
degree or
more

Advanced
degree or
more

High
School
Grad or

more

Bachelor’s
degree or
more

Advanced
degree or
more

High
School
Grad or

more

Bachelor’s
Degree or
more

Advanced
Degree or
more

US. | 75.2%

20.3%

7.2%

80.4%

24.4%

8.9%

85.3%

27.9%

10.3%

Kansas | 81.3%

21.1%

7.0%

86.0%

25.8%

8.7%

89.7%

29.5%

10.2%

Source: Kansas Department of Labor in conjunction with U.S. Census Bureau (American Community Survey)

One measure of how well a labor force is educated is the highest level of education achieved. In each

of the three periods displayed in Table 18 above, Kansas has a higher percentage of its population than
the U.S. achieving a high school diploma and a bachelor’s degree. In all three time periods Kansas came
within at least two-tenths of a percentage point of the U.S. in people with an advanced degree or more.

Just as increasing education makes a workforce more productive, a healthy workforce is more productive
than an unhealthy one. “Investments in human capital that enhance the health and vitality of workers
also improve the average quality of labor. Improved nutrition, more and better medical care, and better
general living conditions improve the physical vigor and morale of the labor force. These same factors
enhance worker longevity and contribute to a workforce
that is more productive because it is more experienced,”
(McConnell, Brue, & Macpherson, 2010).

Kansans’ life expectancy at 65
is estimated to be 19 years,
slightly behind the average
of all states at 19.1. Kansas

persons at the age of 65 have
a healthy life expectancy of
14.2 years, this is above the

national average of 13.9 years.

Two measures that are commonly used to measure
the health of a population are life expectancy and
healthy life expectancy. The Center for Disease Control
(CDC) measures life expectancy and healthy life
expectancy at age 65 in number of years. Kansans’ life
expectancy at 65 is estimated to be 19 years, slightly
behind the average of all states at 19.1 years. Healthy
life expectancy is a population health measure that
estimates the number of years of life in good health for persons at age 65. According to the CDC, Kansas
persons at the age of 65 have a healthy life expectancy of 14.2 years, this is above the national average
of 13.9 years.

These two factors, education and training, and health and vitality of the labor force, contribute to the
overall quality of labor in Kansas. It is estimated that 12 percent of the growth in labor productivity the
U.S. experienced between 1959 and 2006 was due to improved labor quality (Jorgenson, Ho, & Stiroh,
2008). In the long-run, improved quality means that fewer workers can produce more output per hour.
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Quantity of Physical Capital

Employers decide how much capital (machines, tools, equipment etc.) to use in production. Employers
strive to employ the amount of capital per unit of labor that produces output at the cheapest cost per

unit of output. To make this decision, employers weigh the costs of hiring more people to the cost of
investing in capital, which is often more efficient. For example, a worker can plant a field of corn by hand,
but adding capital (tractor and planter) to the process can greatly decrease the amount of labor. The
employer must weigh the cost of labor against the investment in capital.

Manufacturing has been a key industry to the Kansas economy. It is also an industry that has undergone
a transformation in the mix of capital and labor that employers choose to use. In 1997, there were
198,100 manufacturing jobs in the state. The total amount of output (adjusted for inflation) of those jobs
was $15,210 million. Each worker in 1997 produced on average $76,779.40 of output. In 2013, the
number of jobs in manufacturing fell to 162,800. However, the output in 2013 was $21,755 million. That
averages $133,630.22 of output per worker in 2013, an increase of 74 percent per worker over the
16-year period. This is an average growth of 3.5 percent annually.

In their 2008 paper, A Retrospective Look at the U.S. Productivity Growth Resurgence, Jorgenson, Ho
and Stiroh, estimate that 53 percent of the growth in labor productivity from 1959 to 2006 was the result
of increases in capital.

Increased Efficiency

The last critical determinant for labor productivity is the increased efficiency when labor and capital are
combined to produce output. Examples of this increased efficiency include improved capital and business
organization, economies of scale, reallocation of labor from less to more productive uses, and changes

in a society’s institutional, cultural and environmental setting and its public policies (McConnell, Brue, &
Macpherson, 2010).

Gains in labor productivity from increased efficiency are realized first at the firm level. As employers
strive to reduce costs of production, they may find better methods of managing their employees or ways
to improve organization of capital resources.

In the same way, employers realize lower costs when producing a specialized product in a large quantity
(economies of scale). Employers that produce a large quantity can spread fixed costs (overhead costs)
over a larger quantity of output and realize less cost per unit of output.

When many firms take steps such as these to lower costs of production, labor consequently is used
more efficiently. Although this takes place at that firm level, many firms implementing these processes in
aggregate increase labor productivity at the statewide level.

The reallocation of labor to more productive uses happens over a longer time period. Countries that
have moved from an agricultural based economy to a manufacturing based economy have seen this
reallocation of labor. Historically, labor productivity has been relatively low in the agricultural industry
compared to manufacturing which has had relatively high labor productivity (McConnell, Brue, &
Macpherson, 2010). Efficiency gains in manufacturing stem from the invention and implementation of the
assembly line.
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The final example of the increased efficiency that leads to increased labor productivity has to do with the
values that society holds in high regard, the nature of its institutions and its public policies (McConnell,
Brue, & Macpherson, 2010). In Kansas, many of these values are shared with the nation as a whole and
change little over time. Public policies however, do have an impact on labor productivity growth and do
change from state to state and over shorter time periods.

Policies that restrict trade of goods and services between countries can prevent firms that produce
goods efficiently from accessing markets. In these situations, firms that produce less efficiently exist to fill
demand created by barriers to trade. One other example is discrimination based on race, gender or age
(McConnell, Brue, & Macpherson, 2010). Discrimination reduces the pool of available workers thereby
excluding some efficient workers that would have been employed had discrimination not occurred.

The factors discussed previously are examples of how labor and capital can be combined more efficiently
to increase labor productivity. It is estimated that in the U.S., 35 percent of the gain in labor productivity
from 1959 to 2006 resulted from increased efficiency (Jorgenson, Ho, & Stiroh, 2008).

These factors — improved labor quality, quantity of physical capital and increased efficiency — all have
strong implications on the rate of productivity growth in the long-run. The rate of productivity growth in the
economy is important in determining the level of output that can be produced, and therefore the income
received in the long-run.

In the short-run, there is a changing business cycle and the economy expands and contracts. Demand
for labor is strong during periods of expansion as employers work to produce enough output to fill
demand for their product. When the economy begins to contract, demand for products falls and
employers are left with too much inventory and too much labor to meet the new level of demand.
Employees are laid off and sit on the sidelines until consumers are willing to increase demand and the
business cycle starts over again.

Past research has shown labor productivity to be procyclical. This means when the economy expands,
labor productivity increases and when the economy contracts, labor productivity falls. Economists

still have different theories as to why this happens. One compelling theory comes from a study of

the manufacturing industry during the interwar period (1923-39) (Bernanke & Parkinson, 1990). The
explanation is termed “labor hoarding.” The idea is that firms need to keep specific employees regardless
of the level of production and therefore, use labor more intensively in booms than in recessions. More
workers are kept employed than needed during a recession. Labor productivity decreases during this
time because more workers are producing less output. The idea of labor hoarding was advanced in the
1960s by a number of economists including Oi (1961), Becker (1962) and Rosen (1968).

Labor productivity in Kansas has a direct impact on the standard of living Kansans’ enjoy and nearly
everyone has a hand in keeping the Kansas labor force productive. Kansas employers seek the
resources to produce output at a large scale and strive to find the perfect mix of man and machine to
produce the level of output at the lowest cost. The government affects labor productivity by fostering
a healthy, educated workforce, while limiting barriers to trade and keeping discrimination out of the
workplace. Kansas workers use educational resources to increase human capital, and hold cultural
values that reward innovation and hold work ethic in high regard.
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Bureau of Economic Analysis (U.S. Department of Commerce)
Home Page: http://www.bea.gov/index.htm

Interactive Data: http://www.bea.gov/itable/index.cfm
Bureau of Labor Statistics (U.S. Department of Labor)
Home Page: http://www.bls.gov/
Consumer Price Index: http://www.bls.gov/cpi/
Current Employment Statistics (U.S.): http://www.bls.gov/ces/
Current Employment Statistics (State/MSA): http://www.bls.gov/sae/
Local Area Unemployment Statistics: http://www.bls.gov/lau/
Location Quotient Calculator: http://data.bls.gov/location_quotient/ControllerServiet
National Labor Force Statistics: http://www.bls.gov/cps/
Quarterly Census of Employment and Wages: http://www.bls.gov/cew/
The Conference Board
Home Page: http://www.conference-board.org/
Congressional Budget Office
Home Page: http://www.cbo.gov/
An Update to the Budget and Economic Outlook: Fiscal Years 2012 to 2022:
http://www.cbo.gov/publication/43539
The Budget and Economic Outlook: Fiscal Years 2013 to 2023:
http://www.cbo.gov/publication/43907
Employment and Training Administration (U.S. Department of Labor)
Home Page: http://www.doleta.gov/
Occupational Information Network (O*Net): http://www.onetonline.org/
Unemployment Insurance information (including statistics): http://ows.doleta.gov/unemploy/
Federal Deposit Insurance Corporation
Home Page: http://www.fdic.gov/
Bank Data & Statistics: http://www.fdic.gov/bank/statistical/
Research & Analysis: http://www.fdic.gov/bank/analytical/
Federal Housing Finance Authority
Home Page: http://www.fhfa.gov/
Housing Price Index: http://www.fhfa.gov/DataTools/Downloads/Pages/House-Price-Index.aspx
Federal Reserve Bank of St. Louis
Home Page: http://www.stlouisfed.org/
Federal Reserve Economic Data (FRED): http://research.stlouisfed.org/fred2/
Office of Trade and Economic Analysis (U.S. Department of Commerce)
Home Page: http://www.trade.gov/mas/ian/otii/




TradeStats Express: http://tse.export.gov/TSE/TSEhome.aspx
Standard & Poor’s Financial Services
Home Page: http://www.standardandpoors.com/home/en/us
S&P/Case-Shiller Home Price Indices:
http://us.spindices.com/index-family/real-estate/sp-case-shiller
S&P Indices Page: http://us.spindices.com/
United States Census Bureau
Home Page: http://www.census.gov/
American Community Survey: http://www.census.gov/acs/www/
American FactFinder: http://factfinder2.census.gov/faces/nav/jsf/pages/index.xhtml
Building Permits Survey: http://www.census.gov/construction/bps/
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Department of Labor
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