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About the Indiana Institute for Working Families
The Indiana Institute for Working Families (Institute) is a program of the Indiana Community Action
Association, Inc. (HHAA). The Institute was founded in 2004e Institute conducts research and
promotes public policies to help Hoosier families achieve and maintain economisuffatfency.The
Institute is the only statewide program in Indiana that combines research and policy analysis on federal
and state legislation, public policies, and programspasting lowincome working families
with education and outreach. The Institute achieves its work by focusing its activities in the following
areas: Public Policy: Research and Analysis; Education and Outreach; and National, Statewide, and
Community Partneships.To learn more about the Institute, please vigitvw.incap.org/iiwf.html

v

INDIANA COMMUNITY
ACTION ASSOCIATION

Taking Action. Improving Lives.

About the Indiana Community Action Association ([DAA)

The Indiana Community Action Association, Inc-GMA) is a statewide ndor-profit membership
corporation, incorporated in the State of Indianali®70. IN/ | | Q& YSY0oSNAE | NS O2 YLINAR
Ho [/ 2YYdzyAide ! OQlAaz2y 1 3ASyOASa o/ ! ! a@AR engisohsarstatd S NI S
with limited or no poverty, where its residents have decent, safe, and sanitary living conditions, and
where resources are available to help low income individuals attairsaéltiency IN-CAA serves as an
advocate and facilitator of policy, planning and programs to create solutions and share responsibility as
leaders in the War Against Poverty -@AAS mission is to help the state's CAAs address the conditions

of poverty through: training and technical assistance; developing models for service delivery; and
providing resources to help increase network capacity. For more information abeifM pleaseisit

IN-CAA's web site atvww.incap.org

About the Author, Derek Thomas

Derek Thomas is a Policy Analyst with the Indiana Institute for Working Faméiek was the author

2T (GKS LyadAaiddziSksharidgBvors gharingVs Wigvidivin Styategy £ Moid Job
LossPrior to employment with the Institute, @ek spent thdast two legislative sessions working at the
Indiana State House; first as a legislative intern and then as a legislative assistant for Hays and
Associates. Derek is currently working on his Masters in Public Affairs/Policy Analysis at the School of
Publicand Environmental Affairs (SPEA) at Indiana UniveRsitgue University Indianapolis (IURUI
Derek obtained his Bachef@rin Policy Studidsom SPEA dtUPUI



http://r20.rs6.net/tn.jsp?llr=fcd4sucab&et=1108112421208&s=0&e=001Z2IfAW5pFdhFj7PBNc0JJOmmuS-7SqCvDZmHAzWbS1BzRX7V5o3q7rNhQYyh3kkN1ol9Y5RzKcfLhLXEn_jIUxn0_tRoxZ8ND_jfYvNHvJSJfxcyR2HJoQl6sxGTDd9w
http://www.incap.org/

I AET T x1 AACAIT AT OO

Thelndiana Institute for Working Families would likie thank the following groups
and individuals for their support in the developmeand completion of this report:

VEeKS 902y 2YAO E®@rokiOAnalysiy RedeardhdeetSdEARN Yor
their continued support in providing research data and feedbfackthis report.

V Indiana Institute for Working Families Advisory Committee, especially Dr.
Charles WarrenChairman for their time and valuable feedback on this report.

V Indiana Community Action Associatiohd8oard of Directorsand Staff who
provide syoport for the Institute and its work.

The full report can be found online ahttp://www.incap.org/statusworkingfamilies.html



http://www.incap.org/statusworkingfamilies.html

Table of Contents

T o Lo [V 1] o 1R 1
EXECULIVE SUMMALY...... it eee e e e e eeeans 2
Chapter I PostRecessionary Indiana...............coeeevieiiiieneiinneennnnn 4
LYRALF Y Q&. . W2.0...5.8F A QA 6
POSERECESSIONAIY POlICIES ....ccci i e e i 7
(U] o] o )Y/ =E 1 U= o) SO PUPP SRR 8
LYRALFYI Q& ! dzi2 .Ly.Rdza.(.NE..wSAdNBSY.0S...... 9

Chapter 2 Unemployment,Labor Force & Industry Performance 11

Long Term Unemploymeiind Underemployment..............uuvveiiiiieiinnniiiiiiiieieeeeeee e 12
Labor FOrce PartiCIPatiQIl.........cooiiiiuiiiiiiiieee e ettt e e e e s e e e e e e e e e nneeeees 15
INAUSTTY ANGIYSIS .. ceieieeii i e s s et e e e e e e e e bbb e e e e e e e e e e e aann 16
MaNUFACTUINNG SECTO. .....ci ittt e e e e e e e e e e e e eeens 17
Policy RECOMMENTALIONS........coeiiiiiieiii e e e e e e e e 19
Chapter 3 Educational Attainment..............c.ccoieiiiiiiiein e, 20
Policy Recommendations.........ccoooiiiiiiiii i 22
Chapter 4 WaAgES......cocvuiiiiiii e eane e 23
Median HouSENOId INCOME........ooiiiiieii e 24
Median Wages Dy DemOgraphiC..........couui ittt 25
Wage ProdUCHIVIEY Ga......ceuiiieiiiiiiiitiieeee ettt e e e e e e e e e e e e e aaneeees 27
INCOME DISIIDULION ... 28
IMINIMUIM WAGE. ..ttt e e e e e e e s s bbb e e e e e e e e e e e e e anneees 28
LYRAFYFI Q&8 wSINBAAAGS. . CLE..{L.2AGSY ... 30
Policy RECOMMENTALIONS. ...t e e e e e e 31
Chapter 5 POVEITY.... oo ene e 32
A More Accurate Measure Of POVEILY.........cooiiiiiiiiiii e 35
PUDIIC POLICY @Nd POVEILY......ccoiiiiiiiiiii ettt e e e e e et e e e e e eaenes 36
Policy RECOMMENUALIONS.........coeiiiiiiie et e e e e e e e e e e eeanes 37
Appendix A Full Set of Policy Recommendations....................... 38

(@] 7= 11101 0 KT PP TTTRPRR 44




)T OOl AOAOET 1

The Status of Working Families in Indiag@11report analyzs i KS ISy SNI € adal aS
economy as it relates tavorking families, its workforce, itstrugglewith maintaining livable
wages,and subsequently, the state of poverty in Indiaffdne report wi F20dza 2y Ly
statusin a postrecessioary economy.

The Grat Recession lasted from@ecember of 200%through June 200%nd was the worst
economic downturn the United States has experienced since the Great Depre3sien.
national media often referred to Indiana as a modal €conomic recoverpased on the fact

that the state budget had a surplus for several yedusing therecession. Howevely RA | Y I Q&
actual recovery, as measured by the economic health of Hoosier families, is inconsistent with
these portrayals.

To be akar, Indiana is not out of the woods. In fact, the data shows a recavemgdiana

marked by a wea&ned labor market an unprecedented decline in wages, and dramatic
increases in povertyDue to acrosshe-board state budget cutsa significant lossof public-

sector jobsandlow uptake rates irwork-support programs due to a public policy environment
GKFiQa y2G 0SSy 02y, Redshtib8saniLof Hoashkdk arg/imnedessafivt A S a
experiencingthe human toll of this recessioWhile GovernorDaniels could not predict the

Great Recession when he madasing disposable income for Hoosiéiis number one goal as

governor, it should not have been forgotten.

Wdza G Fa | Fl YAf&@Qa 7T AsfHe gtabiity df thai faeNytbe daine idtéue 2 y £ &
F2NJ GKS adraS 2F LYRALFYF® LG Aa Of SFNI GKIFG Ly
the financal security of working families hasot been ahigh legislative priority As such,

L2 f A O& Y I [tSthkB swift iclidh ® attract highpaying quality jobs, raise the bar on

wages for hard working Hoosiers, and provide the necessary-sugrgortsif working families

are toregain their footing in this economy.

Finally, because public policy decisions made atthe fe@maé (0 S f S@Sta R2 | FF
economic recovery, and subsequently, thewelS Ay 3 2F LYRALFYI Q& ¢2NJ] Ay 3
will provide recommendations that are favorable for those who, through no fault of their own,
disproportionally felt the pen caused by the Great Recessidime Institute seeks to use this

data to support changes in public policy that will create paths towards economisiwsitfiency
F2NJLYRAFYIQa g2NJAYy3a FlLYAfASEAD

The full report can be found online ahttp://www.incap.org/statusworkingfamilies.html
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Chapter 1: Comparison of Postmodern Recessionary Recoverie s

E LY RA I 6 dedicit,or@n@ difference between the numbers of jobs Indiana currently

Tk

has, and the number of jobs it needs to regain for-pFeession employmen(987,200
jobs) is 231,500 jobs.

From August 2008 through February 2012, state and local government jobs have
decreased by 5.2 peent. This represents nearly 22rcent(21,20 jobs)of all jobs lost
during the same time periadn a single month, ém August 2010 to September 2010
Indianashednearly 10,00 state and local government jobs.

Chapter 2: Unemployment , Labor Force, and Industry Performance

E

[T

[T

Asof Marcl2012L Y RA F Yy I Q& dzy SYLX 2 & YiStigdiwitiNthein&iondl | & y ®+
average. It has not been lower than the natioagkrage since May of 2011.

Dispropationate unemployment rates foyouth (19 percenj are a menac¢o the status
of LYRAFYIQa FfNBIFIReé& aidNHzZZItAYy3a 162N FT2NOSOP

Indianais among l7tates thathave continued to experience absolute declinests
labor farce since the recession lgan.

Chapter 3: Educational A ttainment

E

Only 14.6 percent of Hoosiers over the age of 25 have a$acB NI &t raRkihg NS S
Indiana42"in the nation.

Only 22.7 percent of Hoosiers oveb2 S N&E 2t R KI @S SRdzOF A2y
degreer ranking Indiana3“ in the nation.

hyteé yom LISNOSYd 2F |1 22aASNRA dad®Gebked KS | 3¢
ranking Indian89" in the nation.

h ¥ Ly Rdighbblin@ atatesonly Kentuck offers those witho  OK St 2 NDa RS3
lower wages. At $23.56 per hout, Y RA I Yy I Qa4 F¥ERA K 24&I1ST3FA G K |
degreearenearly $0.80 below the national average.
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Chapter 3: Wages

E Currently, Hoosies now earn $0.85 on the doll@ompared to the rest of the natian
Indiana ranks 41in the nation.

E Since 2000, wages have decreased for both tHe rcentile and the 19 percentile,

by 3.4 percent and 10.6 percent, respectively. During the same time period, those in the
90" percentile have seen a 2.8 percent increasé.the same timeproductivity has
increased by over 14 percefrom 2000 to 2009.

E Median Householdnicome for Hoosiers fell by 13.6 percent in the past decafilem
$51,650 to $44,613This isthe 2" largest decreasén wagesin the U.SOnly Michigan
saw larger declines at 17.3 percent.

[T

The Median Familyntome was $78,599 in 2000. In the last decade, it has decreased by
29.6 percentlt now stands at $55,368. Thisalsothe 2" largest decreasenithe nation.

Chapter 5: The State Of Poverty in Indiana

E Sirce 2000, Indiana has seen a p@rcent hcrease in poverty. This the 6™ highest
inckSFasS Ay GKS yI (A pglepty ratg was ASNBpErcemtOFFTXS Yy I Q&
Hoosiers.

E Since 2000Indiana has seen a Hiercent increase in child poventyrepresenting the
12" largest irtrease in the nation. In 2010, thehild poverty rate was 21.7 percent
(342,172 Hoosier childrgn

Appendix A: Policy Recommendations

E In order for working families in Indiana to recovethe Institute provides 16
recommendationsit believes should be givertegislative priority to address the
following: preserve jobs and provide employment opportunities to all Hoosrenease
the numbe of lowskilled adults who enroll in postsecondary education and training
LINEANJ Y& G2 | RRN3Skilsigap andjpfomofe fiancialYstaBlliRy/f fas
working families by improving wages, benefits, and work support programs.

The full report canéfound online at: http://www.incap.org/statusworkingfamilies.html
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Since the poswWorld War 1l era, theU.S. economy has experienced elevegesions. Te

Great Recessiowas the worst economic downturn the U.S. has experienced since the Great
Depression These postwar recessions lastednywherefrom six months to sixteen months,

with an average of about ten and a halfonths The Great Recessiomas the longest in
modern history lasting 18 monthsfrom December 2007 through June 208@cording to the
Congressional Research Service, recessions have been less frequent in recent history, with only
two from 1982 through 2001. However, the lengthtwhe between2001and 2007 recessions

is comparable to the frequency of recessions from 1945 through 1881.

As seen irFrigure 11 andFigurel.2, unemploymentatesduring the Great Recession peaked at
10.8 percent in Indiana. Nationally, unemployment peaked at 10.1 percent. In 1981,
unemployment rates in Indiana peaked at 12.7 percent. Nationally, unemployment peaked at
10.8 percent.

Figure 1.1: Indiana Unmaployment Rates, Recession Comparisdn

15.00% m 1981 Recession m 1990 Recession m 2001 Recession m 2007 Recession
270 12.7%
10.8% 8.4%
10.0% -
5.0% -
0.0% -
Highest Rate During Recession Rate at 50th Month since December 2007

Source:Econonic Policy Institute Analysis bbcal AredJnemployment Statistics, Februa2@12

Figure 1.2: U.S. Uneployment Rates, Recession Comparison

m 1981 Recession m 1990 Recession m 2001 Recession m 2007 Recession

15.0%

10.0% - 10.8% 7.8% 10.1% 7.4% 8.3%
. ﬁ 71% 579
o B

0.0% -

Highest Rate during Recession Rate at 50th Month since December 2007

Source:Economic Policy Institutenalysisof LocalAreaUnemployment Statistics, Februa2912

®Note: These recessions varied in their causes. The recession in 1981 was largely a result of monetary policies in which
the Federal Reserve raised interest rates to combat high inflation in the wake of the 1973 oil crisis and the 1979 energy
crisis, and dosequent stagflation. In 2007, the recession was driven by the collapse of the housing market and the
subsequent financial and credit crisis.

®Unemployment Ratemeasureshe total labor force or workers who are currently not employed for-fintie work, but

want to be. It does not count people who are not actively seeking work.
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As illustrated irFigure 1.3andFigure 1.4 Indiana experienced a greater percentage of peak job

I SN} 3S® Ly 3ISYSNIf:Z
that are affected bythe continuing decline of manufacturing jobs during the postmodern
recessionary periods. As a nation, employment grew by 19 million jobs following the 1981
increase was in services and retail trade, while

f2aa

recession, but thredourths of the

GKF Yy

GKS yIEGA2Y

Y|y dzZF | @ vatkfolce/d8dieased by 25 percent.

Figure 1.3: Indiana Job Losssdession Comparison
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2001 Recession m 2007 Recession
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Source:Economic Policy Institutenalysis oLocal AredJnemployment Statistics, Februa2912

Figure 1.4: U.S. Job Loss, Recession Comparison
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Source:Economic Policy Institutenalysis ol.ocal AredJnemployment Statistics, Februa2@12
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These losses, defined by increased trade deficdsrrency manipulation,technological
improvements in response to global competitioand a lack of commitment to American
manufacturingcontinuedtoned I G A @St & | WoFk®el IndegdRoinl- 1998 Drdugh
2000, it is estimated that Indiana lost 31,110 jobs as a result of trade deficits thtbad¥orth
American Free Trade Agreente(NAFTA® Moreover, from 20012010, due to trade deficits
and currency manipulatiowith China, it is estimated thdhdiana lost 2.05 grcent, or 61,600
jobs?* With manufacturingjobs beingcentral to middleclass prosperity, Indiana has not
recoveredin terms of wages lost during the 1981 recessieh alone the 2001 recessioheg

trends help to underscore theurrent status of working familigs Indiana

) T AEAT AGO *T A $AEEAEOD

When the recession began in [Eaeber 2007, Indiana had 2,987,200 jol&incethen, Indiana
has experienced 26nonths of job loss. In JulR009X the peak of job loss Indiana had
235,20 fewer jobs than it did before theecession began. As of February 2012, Indiana had
125,100fewer jobs tharit had when the recession began in December 2007

TISNBEF2NB X Ly RA Illystraed in Bgire 4.9, & SHE Adifekeiice Between the
numbers of jobs Indiana currently has, and the number of jobs it needs to regain for pre
recession employment,987,200 jobs) is 231,500 jobs. This includes the 0R5dbs Indiana
lost in addition to the 106,80 jobs it needs to keep up with the 3.percent growth in
population that Indiana experienced in the 5@onths since the recession begaEconomists
and analysts range in their forecasts of full job recovery -(poession employment)
estimates range fronanother2.5 to 7 year§®® In the end this means thehe U.S. could face a

lost decade of employment growth.

Figure 1.5 Jobs Deficit, Indiana, February 2012

Start of the recession

Dec07

Number of jobs
Labor market trough

Number of jobs

Peakto-trough job shortfall
Current Month

Number of jobs

Jobdost since the start of the recession
Population growth since the recession began
Number of jobs needed to keep up with population growth
Job Deficit

2,987,200
Jul09
2,752,000
-235,200
Feb12
2,862,100
-125,100
3.6%
106,400
231,500

Source Economic Policy Institute Analysis of Curréntployment Statistics and

Local Area Unemployment Statistics, January 2012

¢ According to the Congressional Budget Office, the unemployment rate will continue to decline. By the end of

2015, the unemployment rate will be 7% and by 2017, it will reach 5.5%.

9The Federal Reserve recently raised its expectati@stimating a 6.7% wemployment rate by the end of 2014.

‘az2ReQa !yltedada LINRPeSOia at268SN 226

NEO2 gSNE F2NJ NHza
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Post-Recessionary Policies

Moving forward to the currat economicNBS O2 ASNBE S | YR | & @tausdR Ay
Working Familiesn Indiana 2010eport, the most recent reessionin the U.Swill be defined

by record job losses, foreclosuremd failures in the atomobile and banking industriesThe

report notesthat a turning point came in 2009 when President Obama signed into law the
American Recoveryand Reinvestment Act (AARA) whibhlted the rapid fredall of the
nationaleconomy.

Immediately after passagkARArapidly reversed the falling Gross Domestic Product (GD&)

as of November 2011t had been attribued to saving between 2.2 and 4illion jobs®

Independant analysis estimatethat, without thefederal3 2 S NY Y Sy (0 GBP iNBELIZ Yy &4 S .
would be about 11.5 percenbwer, payroll empyment would be less by some 8mbillion

jobs, and the nation wouldow be experiencing deflatioh.

As the nation experienced drastic decreases in dethaa number of timely, targete@nd
temporary measures included in the stimulus package put money into the hansiseofling
consumers Theincreased demand put money into handsl@tal economies angmallbusiness
owners, thereby contributing to state revenuefrom sales and other related taxesnd
ultimately helping to mitigatethe effects ofthe Great Recession. Amotigese measures, the
First Time Homebuyers Credit, the Energy Efficiency and Conserlatentivesand aCash for
Clunkers all helped to stimulate the econonly.

Another feature of the current recession involved the difficuttyaccessing capitdh a difficult

job market, entrepreneurs can typically be incentivized to start a small business through home
equity financing or through the use of credit cards. Due to declining housing values and tighter
credit standards, this optioms moredifficult during the current economicecovery. As such,

the FederalReserve hagecently called on Congress to foer stimulate growth, noting
unprecedentediyjowd 6 ANILIKS &8¢ F2NJ aYlff o0dzaAySaasSa

Fortunately,Congrespassedihe Middle Class Tax Refliand &b Creation Act of 2012, which,

among other thingsincludes a provision ttarget i1 KS d 2MI K NI 6S¢ 2F avYl f f
provision allowsthe unemployedentrepreneurs those who are unemployed and starting a

new business to continue to collect berfits without job search requiremesf

'According to the Association of Realtors, 13% of first time homebuyers in 2010 cited the Credit as their g@is@my r

for purchasehttp://www.mdrealtor.org/LinkClick.aspx?fileticket=u26L6yG8L s4%3D&tabid=533

GAO estimates that the total cost to taxpayers will be $23.5 billittp://www.gao.gov/products/GAGLO-1025R.

A study done by the Center for Responsible Lending suggests that the Credit may have been responsible for pushing

prices up, spurring greater demand:
http://dukespace.lib.duke.edu/dspace/bitstream/handle/10161/3577/MPv11.pdf?sequence=1

alk N %l yRA 2F az22Re&Qa 902y 2 Ye ®0Och te priceldeciBes, whiéhthad subdtadtiald / NB R A
0SYSTFAG F2N O kh8p//Swingtings.cdn@@197@42 Bhiisthess/27home.html
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Public Investment

As noted inFigure 1.6the most robust of postmodern recessionary recoveries also coincided

with the most growth in government spending. As Economic Policy Institute (EPI) economist,
JoshBivenSELX  Ayaz aLT 6S YAYAOISR 328SNYYSyild &L
[there would] beo LISNOSyid o622aid G2 D5t FYyR Y2NB GKFyYy
GKS 22064 3L OFIdzASR o6& G(G(KS DNBIG wSOS&aarz2y dé

Figure 1.6 Government Spending duringconomidRecovery Periods

1981 1990 2000 =—2007
120
115 /
105 —
—_— e

100 __"_’-z N
95 T T T T T T T T T T T T T T T 1

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16

Quarters After Recession

Source:Bivens, JoshEconomic Policy Institute Bloilaybe Reagan Was Ontmi8ething. 2012Index: Previous
Business Cycle = 100%

Along withthe preservationof government spendinduring the 1981 recession, state and local
governmentjobs suchas teachers, firefightey; first responders and those providing essential
serviceswere also sparedrigure 1.7displays percentage changes in government employment
50 months after the 1981 and 2007 recessioAs shown, 4 years afteahe 1981 recession,
govenment employment had grown by 3dercent,while for years aftethe 2007 recession,
government jobsshrank by 1.7 percenttK | s{a@ifference of hundreds of thousands of jobs.

Figure 1.7 Government Employmenti-ederal State and Local, 50 Monthafter Recession

105 e ]98] === 2007
Increase from Census Hiring
<
> J\
100 '\T, — e
e —
95 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49
Months after Recession

Source:Economic Policy Institute Analysis@iirrentEstablishment Surveyanuary 2012index: Previous Business
Cycle = 100%

In Indiana, state and local government jobs actually grew by 3.2 percent (over 12,000 jobs)
from the beginning of the recession until August 2008. Howefrem August 2008, up until
February 2012, state and local government jobs have decreased by 5enpéover 21,20

jobs). This represents nearly 22 percent of all jobs lost in the same time pehiod, in a single
month (August 2010 to September 201l0ndiana shed nearly 10,008tate and local
government jobs.

Status of Working Families in Indiana, 2011 Page8



)T AEATABO 1601 )1 AGOOOU 2RA0B0CAT AA

TheU.S.Bureau of Labor Statisti¢BLS)yecently reported that Michigan and Indiana were two

of five states tosee statistically significandecreases (greater than 1.0 percent) in annual
unemployment rates from 2010 to 2088L Yy RA I yI Q& NI i &nt. KR AMESR M DM
that saw the largest decreases between 2010 and 2011 are the counties that directly benefited
from the auto industry restructuringFiguie 1.8 displays the top ten counties who saw the

largest decrease in unengpiment rates from 2010 to@L1.Figure 1.9%how that of the 28,900
manufacturing jobs added in 2010 and 20@hnual changeshearly 30 percent were jobs

directly impacted by changes in U.S. production and sales of motor veHitlissalso equates

to 14 percent of total noffarm employment increases between 2010 and 2011 annual changes.

Figure 1.8 Change in Annual Unemployment Rates in Selected Indiana Cotities

County 2009Rate 2010Rate 2011Rate  10-11Change
*Noble 17.4% 13.9% 9.0% 4.9%
*LaGrange 17.6% 12.9% 9.4% 3.5%
Adams 14.8% 11.1% 8.2% 2.9%
*Elkhart 18.1% 13.6% 10.9% 2.7%
*Steuben 14.7% 12.4% 9.8% 2.6%
*Fulton 12.9% 11.5% 9.0% 2.5%
*Howard 15.0% 12.4% 9.9% 2.5%
*DeKalb 13.8% 12.0% 9.6% 2.4%
Fountain 12.8% 11.8% 9.4% 2.4%
Warren 10.6% 9.4% 7.0% 2.4%

SourceBureau of Labor Statistidspcal Area Unemployment Statistics, 2009, 2010, and 2011.

Figure 1.9: Change in Jotge to Changes in Production and Sdles

Industry Classification Change Change Change Change Change
2008 2009 2010 2011 20102011
Motor vehicle Body and Trailer Manufacturing -5,800 700 2,100 1,500 3,600
Motor vehicle Parts Manufacturing -4,000 -3,300 2,100 2,000 4,100
Motor Vehicle Manufacturing 1,300 -1,100 300 200 500
Total Change -8,500 -3,700 4,500 3,700 8,500

Source:Analysis of Bureau of Labor Statistics Automotive Industry: Employment, Earnings, and Hours

“Those counties with asterisk are Elkhart and How@alinties, counties that are either bordering or lying within direct
Eroximity of Ekhart and Howard Counties. Data is not seasonally adjusted.

According to STATS Indiana, in 2009, of the 5,294 residents of LaGrange County that traveled outside ofytifier coork,

over half went to Elkhart County. Of the 7,149 resident of Noble County that traveled outside of the county for work, 1,200
traveled to Elkhart County.

'The automotive industry includes industries associated with the production, wholesadaging, and maintenance of motor
vehicles. This industry is not formally defined in the North American Industry Classification System (NAICS), but the Bureau
Labor Statistics is referring to a group of detailed industries as the "automotive indémtiytirposes of analysis. This list is not
exhaustive (and for Indiana specific data does not include/was not available for wholesale jobs) but includes industiées that
be directly impacted by changes in U.S. production and sales of motor vehi@desdat&hs not seasonally adjusted.

'Further analysis by the Center for Automotive Research (CAR) shows that motor vehicle and parts manufacturing employment
increased by 35,000 from July 2009 through September 2010 in Michigan, Indiana and @Huitidm, the research by CAR
states that without the bailout, personal income losses would have totaled $96 billion and 1.5 million jobs would have been
lost.
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As the data in this chapter shows, government spendiag helped to spur not only job
growth, but economic recoveries both during the current economicovecy and past
economic recovery periods.

It is unfortunate that our political leaders are calling into question the role of the government,
when the data clearly shows that, in Indiana, the government has indeed played a role in
increasing demand and lowering unemployment. Rather than argueityatfi government
spending, policymakers should be focused on policies that can help further reduce the number
of jobs lost and spur economic recovery.
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By measuring unemployment rates, the Institute is able to identify Hoosiers who have actively
sought employment in the past four week$ Y S| adzNB 2F GKS aGNBy3IdkK 2
Currently unemployment rates in Indiana have been decreasing alatigthe nation.Indiana

has not seen rates lower than the U.S. since May of 28ddlitionally, since August of 2011,

only three states (Indiana, New Yoind Oklahoma) saw increases in their unemployment

ratest suggesting a slower than average recovery.

Figure 2.1: Unemployment Rate, Indiana and U.S., January 204drch 2012

e ndiana =——U.S.
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’ 9.2% . 9-3%

9.1%9 0o 9.0% 9.0% 9-1%
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_ 9.1% 9.1%9.1% g oo 5 70,
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Source:Economic Policy Institute AnalysisLafcal Area Unemployment Statisti¢ebruary 2012

Figure 2.2examineghe percent of total nosfarm employment increasein Indiana versus the
U.S.,(Indiana is labeled in charfjom January 2011 through February 20Berage growth
over the past yeam nonfarm employment is 0.13 percent and 0.14 percent for the U.S. and
Indiana, respectively.

Figure 2.2Percent Change iNon-Farm Employment)ndiana and U.S.,
January 2011 February 2012

H Indiana mU.S.

0.52% :
0.50% - 0.43%

-0.12%-0.13% -0.04%
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Source:Economic Policy Institute AnalysisCurrent Establishment Survey, February 2012
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As seen irFigure 2.3 unemployment trends are not equal in their distributidn fact, males
experience a lower unemployment ratean females. Nationally, 2011 annual averages 9.4
percent for males an®.5 percent for femalesin regardto race, the unemployment rate of
Higpanics ishigher thanwhites; while for African Ameriaas it is nearly double that of hites.
Nationally, AfricarAmericans have on the averaggperienced unemployment rates twice that
of whitesdating back to 1972

It is also worth noting that the natidda ¥ dzii dzNBE 3 &i6rBeNdaders defneenzhé ¢ 2
ages of 20 to 34 years old, were hit harder than all age groups. When examined more closely,
20 to 24 year olds in Indiarare experiencind9 percent unemployment rate the national
average is 14.6 percent. Hoosiers between thges of 25 and 34 are experiencing
unemployment rates of 10.8 percent compared to a national average of 9.5 percent.

Figure 2.3: UnemploymenRateby Gender, Rad&thnicity, Age Indiana, 2011
m Male mFemale m African Americansm Hispanic m White m 16-19 m20-24 m25-34 1 35-44

60.0% -
° By Race/Ethnicity 9.0% By Age

40.0% - By Gender ‘1: 10.8% <—’_
W 8.2%
19.0%

9.4%
0.00% - 8_7%A _ 155% _ 19.6%

SourceBureau of Labor Statistics, Geographic Profile of Employment and Unemployg@géatAnnual Averages

Long-Term Unemployment and Underemployment

In addition to measuring unemployment rates, measuring kegth of unemployment can

define the severity of th recession. Lontgrm unemployment share, as measuredrigure 2.4

is a representation of those who have been unemployed for over 26 weeks. As shown, 46.8
LISNOSY G 2F LYRAFYFQ& dzySYLX 28SR KI @S ah8Sy dzy S
USBureadlz 2F [F02NJ {GFGAadAOaY L gyRéntiyd0mavasi3@S NI 3 S
weeks

Figure 2.4 LongTerm Unemployment Share, 2062011
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50.0%

46.8 percent
2T LYR
unemployed
have been
unemployed
for over 26
weeks.

30.0%

10.0% . . . .
2007 2008 2009 2010 2011

Source:Economic Policy Institute Analysis of Current Population Survey Data
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Figure 25 illustrates that maleand female workers are experiencing near equal shares of the
longterm unemployment 48.5 percent for males and 45 percent for females. However, when
measuring underemployment, rates are much more distinéthile nearly 23 percent more
females are underenipyed than males, the components of this measure (jiene workers
and marginally attached workers) affect males and females differemtgarly 50 percent more
males are marginally attached and nearly 50 percent more females aripartvorkers.

Figure2.5: Labor Force Statisticsylisender Indiana, 2011

60.0% ® Male mFemale
V70 48.59 .09
0 45.0% 31.9%

14.2% 17.4% 16.5%

3.4% 1.9%

Long Term Underemployment Part-Time Workers  Marginally Attached
Unemployment Rate Share Workers

Source:Economic Policy Institute Analysis of Current Population Survey Data

According to a survey by Pew Research, unemployment eatemgyoung Americangre at

rates not seen since tracking began in 1948. As notdeéignre 2.6 these two age brackets,
collectively, are also experiencing dramatically high underemployment rates, compared to their
elders. The Pew study shows that 49 percent of those agés 38 years old took jobs they did

not want in order to pay their bills. Of those who were unemployed, a third went back to school

and a quarter took unpaid internships for experiertée.

Figure 2.6: Labor Force Statisticy, Age Group, Indiana, 2011

57.9% m16-24 m25-54 55+
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Source:Economic Policy Institute Analysis of Current Population Survey Data

kUnderemQloymentcombines the unemployed, the marginally attached, and those who are workirtgtipes for economic

reasons divided by the civilian labor force plus the marginally attached wotlarsiinally Attachedndividuals are those not

in the labor force who want, and are available for work, and who have looked for a job sometime in th&2rwnths (or

AAYyO0S G(GKS SyR 2F GKSANI tFad 220 AT (KSeQ@S KStR 2yS gAGKAY
they had not searched for work in the four weeks preceding the su®&scouraged workeréersons not in the laborofce

who want and are available for work and have looked for work in the past 12 months but who have given up looking because

they believe there are no jobs available for them of which they would qualify)canditionally interested worker§persons

who ae marginally attached to the labor force but are not in the labor force for reasons other than discouragement, e.g.,
LIS2LX S 6K2 gl yd G2 62NJ] 0-daie rdashi)ae & subsatdfithe pidginallgaitacded.S 2 F OKAf R
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Figure 2.7examines labor force statistics by race and ethniitindiana Although there is not
statisticallysignificant data folongterm unemployment for Hispanics, it is clear that African
Americans, consistent with exceptionally high unemployment rates, are also experiencing
equivalently high underemployment rates.

Figure 2.7: Labor Force Statisticy, Race/Ethnicity, Indiana2011

m White ® African-American m Hispanic
60.0% 47.9%
41.9%
40.0% -
26.0% 25.5%
14,49, °21.9% 23.6% 77 721.4%

20.0% - —
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Long-Term Unemployment ShareUnderemployment Rate Part-Time Workers Share

Source:Economic Policy Institute Analysis of Current Population Survey Data

Figure 2.8reviews labor force statistics by educational attainment. While the distinction
between the two levels of attainment do not vargreatly in regard to longterm

dzy SYLX 2@ YSy G = GK2as$s g A0K | ol OKSf 2NDa RS3
underemployment rates than those with only a high school diploma.

Figure 2.8: Labor Force Statisticy, Bducational Attainment, Indiana, 2011

m High School Diploma m Bachelor's Degree or Higher
47.8%

43.1%

23.0% 16.2%

Long-Term Unemployment  Underemployment Rate Part-Time Workers
Source:Economic Policy Institute Analysis of Current Population Survey Data

While underemployment has remained fairly constant for the last ten years for those with at
fSrad a2ysS O2ftf S3$ tydchlly risingdwittOic@dsed NiteanploiRnteat Mdsl S
decreasing thereafter underemployment has increased exponentially for those with a high
schooldiploma and those without a high school diploma. This data suggests that those without
at leasttwo years of education or training past high schard not prepare for the jobs of the

21% Century. Ultimately, this can be a deterrent for job creation.
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Labor Force Participation

Another measure of the labor market and thefexfts of the Great Recession l&bor force
participation rates (LFPR)he LFPR represerttse ratio of the civilian labor force to the total
norrinstitutionalized civilian population 16 years and ol@erd is a useful metric in assessing
the overall health of the labor market and recognizing structural changes in the lafoar. f A
high LFPR typically indicates the presence and/or availability of-gagidg jobs, leading more
people to work or seek workA declining LARtypically suggests structal changes in the labor
force,such as sigficant aging of the populatioor a weakening job market

In Figure 2.9 the LFPRn the U.S. fell by 2.percentage points from Decemb&007 until

September 2011indian®) &FPRfell 2.8 percentage poinisjust a fraction more than the

national averageHowever, a more concerning baseline is #ignificantdecline in the LFPR

beginning in 199%nward ¢ KA & &adzZ33Sada GKFG GKS adGNBy3adk 2°
diminishing even prior to the recessidAdditionally, vihen looking stricthyat labor force levels,

Indiana, along with 17 other stateshave experience absolute declines since the recession

began, suggesting lortgrm stress in the job market. In Indiana, the numbers of workkes

have left the labor forcsince the ecessiorbegan (23,681) ara fraction of those that have left

the labor market in Illinois (129,931), Ohio (157,016) and Michigan (364,186).

Figure 2.9: Civilian Labor Force Participation Ralimliana &U.S., January 1995August 2011
—U.S. =—IN
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Source:Economic Policinstitute Analysis ofocal Area Unemployment Statisti¢ebruary 2012

Also noteworthy is the increasing LFPR for those over the age of 55. The Employee Benefits
wSaSINOK LyadaddziS 609. wLo KIFa Fylfel8RIFibGKSEA G d:
is likely to increase because of workers need for access to employlmased health insurance

4

FYR FT2NJ Y2NB SIENYAYy3I &SIFNBXLI NIOIAOdz I NY¥ & | F4SN
have a greater need to work to help make their assets last Ioshger | RRAGA 2y f f &%
showed that half of all people of ages-65p A GK | oF OKSt 2NRa RS3AINBS
onethird of peopleages 70 n gAGK o6l OKSt 2NDREABRSINBSA | NB & A
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Figure 2.10s a snapshot of nefarm employment from Jarary 1995 through February 2012.
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recessions), Indiana has seerB4 percent overall growth in nefarm employment. In the
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occurred from January 1995 through March of 20G which point Indiana hit its highest rate

of total nonfarm enployment (3,012,600), representing an 8.9 percent increase, accompanied
by a more sustainable 4.1 percent population growth.

Figure 2.10 Total NonFarm Employment|ndiana,January 1995 February 2012
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Source:Economic Policy Institute AnalysisCurrent Establishment Survey, February 2012

Industry Analysis

Figure 2.11examines industry performance since the beginning of the Great Recession until
February 2012, an#figure 2.12examines recent trends in industry performance over the past
year. Notably, each industrin Indiana aside from ducation & health and pofessional &
business arvices,has not caught up to preecession employment numbers. Manufacturing in
Indiana has ricreased at a rate of 3.percent gaining 17,300 jobs in the past year
Construction in Indiana is growing at a rate faster than all but seven states in the h&tber
industries to see significant growth in Indiana in thast year include: educatio& health
(gainng over 3,000 jobs); leisure [&ospitality (gaining over 8,000bs) and; the professional &
business sector (gaining nearly 9,500 jobs).

™The nonfarm businesssector is a subset of the domestic economy and excludes the economic activities of the following:
general government, private households, nonprofit organizations serving individuals, and farms.

"Note: Due to a lack of statistically significant dataaivake, Hawaii, Maryland, Nebraska, South Dakota, and Tennessee are
not included in the analysis.
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Figure 2.11Industry Performance, Indiana and U.S., December 20B&bruary 2012
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Source:Ecaomic Policy Institute Analysié Current Establishment Survey, February 2012

Figure 2.12Industry Performance, Indiana and U.S., February 20E&bruary 2012
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Source:Economic Policy Institute AnalysisCurrent Establishment Survey, February 2012

-3.0%

Manufacturing Sector

SOl dzaS Yl ydzFlI OGdzNAy3I Aa GKS fFNBSad O2YLRYyS
LISNOSY G 2F LYRAIFYIlIQa 62N] F2NOS0Z FFRRAGAZ2YLFE |
has lost 125,400 jobs since the recession starteDenembe 2007. Of these jobs lost, 67,700
were manufacturing jobs. These manufacturing losses represent 54 percent of all jobs lost. In
December 2007, Indiana had 544,800 manufacturing jobs. As of February 2012, Indiana had
477,100 manufacturing jobs.

For comparison all surrounding states (especially Michigan) suffered major losses in their
manufactuing sectors. Fronthe beginning of the recession until February 2012, the state that
lost themost manufacturing jobs in numbers w@slifornia a decreasef nearly 200,000 johs

By this same measur®hio ranks ¥, with a loss of 110,800 jobsllinois lost 87,200 jobs,
Michigan lost 84,100 jobs, and Indiana'{(’L1ost 67,700 jobs.
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Figure 2.13llustrates the trends in manufacting employment inndianasince the beginning
of the recession in December 2007. When looking closer at manufacturing employment,
Indiana, aside from Michigan (adding 78,000 jobs), saw the largest increase (49,800) in
manufacturing jobs since the recession endeduntil February2012. In the past yeaindiana
has seen a net gain in manufacturing jobs of 17,3001jab8.8 percent gain. ie amount of
manufacturing jobs Indiana hagined in the past year & half percentage point higher than
the amount of jobs Indiana log one month during the height of the recession. In order to get
back to prerecession employment, Indiana would need to add theo 67,700 manufacturing
jobs.

Figure 2.13Manufacturing Employment (In Thousands), Indiana,

December 2007 February2012
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Source:Economic Policy Institute AnalysisCurrent Establishment Survey, February 2012

While not all of the manufacturing jobs are coming back, the Brookings Institution recently
FNHdzZSR GKFG G0KS RSOtAYS AY YIFydzFF OQldzNAYy3I A&
needed to help strengthen manufacturing and promote a higdge innovative expor
AYyiUSyar@dS IyR SYy@ANRYYSyGlrtte adzadlAylotS Yy

The report goes on to state that American manufacturing needs strengthening in four areas:
GNBaSINODK |yR RS@St2LIYSydT fAFTSt2y I cessNd AyAy3
finance; and an increased rdier workers and communities in creating and sharing in the gains
FNRY AYLINROGSRM™YI ydzF I Ol dzNRA y I ¢

As a matter of public policy, it is also important to note that because concerns over the debt
and banking crisis inuope still exist, manufacturing in Indiana is especially vulnerable to its
reliance on exports. According to the International Trade Association, nearly one quarter (22
percent) of hdiana manufacturing workergslepend on exports for their jobs. Providing
additional uncertainty for exports, and in turn, manufacturitige emerging markets ofhina

and Indiahave slowed growth forecasts for 2012 by more than a percentage point.

Status of Working Families in Indiana, 2011 Pagel8



Chapter 2 Policy Recommendations
The following policies are recommended &ssist those facing barriers to employment, and
improve the economic health of Hoosier families:

V Establish a Work Sharing Program 2 Work sharing (also known as Shdime
Compensation) is an Unemployment Insurance (Ul) benefit that explicitly targets job
preservation and allows businesses to retain their skilled workforce during tohes
temporary decreased demand.

V Outreach to Employers on the Work Opportunity Tax Credit to Increase
Employment Opportunities for Populations Who Face Significant Employment
Barriers T The Work Opportunity Tax Credit (WOTC) is a Federal tax ¢oedgitivate-
sector businesses for hiring individuals from nine target groups who have consistently
faced significant barriers to employment.

V Tax Credits for Businesses Hiring Unemployed Workerst Employers and staffing
firms continue to expressly deny job opportunities to those workers hardest hit by the
economic downturn, despite increased scrutiny and strong public opposition to the
practice.

V  Extend Unemployment Benefits to Part-Time Workerst Indiana had 770,690 part
time workers in 2009 (26.8 percent of the labor force). The vast majority were female.
The wages of patime workers are subject to Ul payroll and other employment taxes
on the same basis as the wages of-fufle employees.

v )T 6A00O EI )T AEAT AGO )1 Z£#OAOOOOAOOOA i O C
Competitive? Research continues to point to public investment as a way to increase
private-sector productivity and GDP growth.According to The Report Card for
I YSNAOIF Q& LY FNF adNHzZOGdzNBEZ Hp LISNOSyid 2F 0N
needed for drinking water infrastructure, aritle state has $5.86 billion in wastewater
infrastructure needs® Indiana needs to mak such investments if it wants to attract
guality jobs and remain economically competitive in a global economy.

Forl  FdzZt aSd 2F (GKS LyadudA fuleSdetais ohJthésk policy NS O2 Y
recommendations, se&ppendix A
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Although the state has lost jobs across all skill levels due t@tlo@omic downturn, this has
notFTdzy R YSydlFffe OKIy3aSR (KS taTheNdaoriy@bigercehtf LY RA
of all jobs are still middlskill jobs requiring more than a high school diploma, but less than a

four year degreeAdditionally, many of the neyobsin health careJife sciencesandthe green

energy sectors willequire middle-skill credentials

Educational attainment is not only critical #oskilled work force, but is also a magomponent

to increasing wage$ Y R RSONBI dAy3a LROSNIed ¢Kdzaz AGQ&
L23AG4SO2yRIFENE SRdzOF GA2y Lt FOGdFAYYSYyd FyYyR LYRA
to look at how well graduates are beifiganciallyrewarded postgraduation®?

Shown inFigure 313 2yt & wmndc LISNOSyd 2F 1 22aASNA 20@S
degrea ranking Indiana as 42in the nation. @ly 22.7 percent of Hoosiers over 26 years old

KI S SRdz2OF A2y 068S&2yR | ode6rkigher midRiaginReBasfB S 6 o |
in the nation. Finally, only 8.1 percent of éfters over the age of 25 possessgraluate

degrea ranking Indiana39™ in the nation. With 60 percent of graduatesaleng the state,

Indiana cannoafford low educational attainmerievels and gb-par wages

Figure 31: Educational Attainmentindiana, 2010
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SourceU.S. Census Dat2010American Community Survey, One Year Estimates

Figure 32 examines the educational attainment differees between African Americans,

whites, and Hispanics d&atinos above the age of 25. Relative to the national averages, Indiana

falls below the mark in three of four categorieé  OKSf 2 NRa RS 3INB $highed | OK S €
O0F2NJ SEI YLX ST | o OKSéand fidddateRducitioic S | yR | OSNI A

°Indiana is regarded as a leader in manufacturing, transportation, and logistics. Manufacturing alone contributes $éd billion

GKS adldsSQa §éandyidtMémoSipadKK NBSdzNE AYGSNREGF 1S4 Ay G(KS O2dzyiNEBXZI Ly
freight and cargo distribution network.

P62 aSS (KS LyadAaddziSQa Ll2tA0& ONARSF 2y aARRES {{1Aff WwW2o0azx LIX
http://www.incap.org/documents/iiwf/2011/Final%20Middle%20Skill%20Job30 & df
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Figure 32: Educational Attainment by Race, Indiana, 2010
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As mentioned previously, educational attainment levels among Hoosiers are some of the lowest

Ay GUKS yIFiA2yo® C2N) K24S gAGK | oF OKSf 2NRa RS
income story is the samethey are working harder for leskigure3.3illustrates that Hoosiers

with higher educational attainment levebre only making $23.56 per hour, compared to the
YEGA2Yy I | @SNIF IS 2F bPundopd® hyfteée VYSyiadzOieQa
bak St 2 NDa RS 3INESS,wadddorpaBkiGNdounhily state@sg S NJ

Figure 3.3Median Wages for | O K SOegrdeédp Higher 2010
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Source:Economic Policy Institute Analysis of Current Population Survey Data

Ultimately, of the 30 percent of families that are lemcome, 52 percent arelacking the
educational foundation to achieve and maintain sgifficiency. That is, no parent in these
households has at least some college. By removing some of the barriers thatclone
families face in obtaing an education, more Hoosiers could g& educationor training they
need to support their families and become economically-sefficient. By removing these
barriers, Indiana can also increase its sumgblgkilled workers, whavith 1 to4 years of training
and far less cost, can earn asich as those with traditional postecondary degree¥.

Although Indiana has made significant investments in education and training for its workforce,

those investments have not kept up with demand for midshéll workersp | & & dzOK3X LYy R
low postsecadary education attainmenrates threaten a sustainabléongterm recovery

Addressing the need for middkkill workers will require aéintion not only toeducational
opportunities for young people, but also furose already in the workforgaenearly two-thirds

2F GUKS LIS2LX S gK2 ¢gAff 0 S2020ywerd afrdadylwgrking adulis 2 NJ| T 2
in 2005 long past the traditional high schet-college pipeline.
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Chapter 3 Policy Recommendations
The following are policy recommendations éasue access to basic skills and pestondary
education oportunities that will increasemployability and earning®r all Hoosiers

V Expand the Number of Certificate Programs Eligible to Receive State Financial
Aid Dollars? For some adults, enrolling in a certificate program is a perfect
introduction to the college process. Certificate programs are relatively inexpensive and
short-term. Most certificate program coursework can also be transferred as credits
G261 NR Iy dégeked Shdentd) S ahave a successful experience with a
certificate program, and see a wage increase as a result of their certificate, are more
likely to obtain more certificates ogo oni 2 SIFNY Fy | ada20AFiSQa
funding certificate protamshas a positive effect on access and affordability

V Implement Lifelong Learning Accounts (LiLAs) for Targeted Industrial Sectors ?
Lifelong Learning Accounts (LiLAS) assist adult workers to achieve their career goals. LiLAs are
employermatched, portdle, and employe®wned accounts used to finance education. LiLAs
allow workers and employers to effectively leverage resources to increase productivity, improve
recruitment and retention, and meet the changing needs of our economy.

V Increase Financial Aid for Part-Time College Students Of the adult students
SYNRtftSR AY LYRAL YLl Q8 pdrderi wede padting. Rdt, Nddy 2A y & (0 A
percent of state grant expenditureswere applied to adult students. The increased
participation among partime students is representative of the economy, and should be
accompanied by additional financial support. Pamre students should have the same
access to adequate financial aid that our full time students enjoy.

V #EAT CA ) 1 A BEhAIDtA ApplicatioA OFling Deadline for State Financial
Aid> Missing the March 1" state financial aid deadlinepplication disqualifies
students from receivingtate financial aiduntil the next academic yeaGetting a new
deadline later in the year will provide more timerfstudents to determine if they will
enroll in college and to fildax returns before filinga FAFSA. This could improve
numbers of adult students who apply for and receive financial aid.

Forl  FdzZf asSd 2F (GKS LyaiA fultieSdetais ohJthésk policy NS O2 Y
recommendations, se&ppendix A
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An important component ofeconomic recovery isnaintaining wages. Since income fuels
consumer spending, whickonstitutes 70 percent of the economy, a loss of incomel wi
certainly dampen recovery effortsAs stated in previous reportsby the Institute® Hoosier
workers and familieshave exgrienced a backslide iwages,now earning only $0.850n the
dollar compared to the rest of the natiomhis equateso $34,042annuallycompared to the
national average of $39,945, which is the'4dwest in the nationlndeed, working families in
Indiana face an uphill battle as they struggle to do more, with less.

Figure 41 illustrates hourly wagesof Hoosier workers. iBce 2000 wageshave decreasedor
both the 50" percentile and the 16 percentile, by 3.4ercentand 10.6percent, respectively.
During the same time perigdhose in the 98 percentile have seen a 28ercent increase.
Since1979, wages for the bpercentile have decreased by 6 percemages for the 50
percentile have increased by 0.2 percent and wages for tHep@@dcentile have increased by 20
percent.

Figure 41: Wage Trendsindiana,2000-2011(in 2011 Dollars)
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Source:Economic Policy Institute Analysis of Current Population Survey Data

M“a I F2NB g NY A Y ISatus & Working Bainilie@utnd @dithat Asrhigh paying manufacturing jobs
have disappeared, the average earnings per job in manufacturing was $64,898 compared to $38,060 for all jobs
'Percentiles: At 10 percentile, 10 percent of the population earns below the stated wage an9d" percentile, 90
percent of the population earns below the stated wage.
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Median Household Income

Figure 42 shows thatMedian Householdncome (MHI)for Hoosiers fell by13.6 percentin the

past decade from $51,650 to $44,6130nly trailing Michiga(il7.3 percent decrease), Indiana

has seen the ¥ largest decrease in the W.Searly triplingthe national aveage (4.7 percent
decreas$ Percentage dONB I aSa F2NJ LYRALF Yl Qa siSdefdedr?2 NA y 3
the chart legend.

Figure 42: Median Household Incomendiana Neighboring States and the U,2000- 201CF
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Figure 4.3 measures MHI since the recession begatnfortunately, he story isnot much
better, with Hoosiers seeing thd™ largest decrease in the natiorfrom $49,894to $44,613
This represents a 10.6 percent decremgbe national average is a 6.3 percent decrease.

Figure 43: Median Household Incomdndiana, Neighboring States and the U.3007- 2010
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Source:Economic Policy Institute Analysis of Current Population Survey(lDdtxed, January 2007=100%)

*Household Incomés the sum of money income received in the calendar year by all household members 15 years old
and over, including household members not related to the hoat#dr, people living alone, and other nonfamily
household members. Included in the total are amounts reported separately for wage or salary income; net self
employment income; interest, dividends, or net rental or royalty income or income from estatesrastd; Social
Security or Railroad Retirement income; Supplemental Security Income (SSI); public assistance or welfare payments;
retirement, survivor, or disability pensions; and all other income.
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From 2000 to 2010, the Medianaily hcome(MFI)in Indiana fell by 29.6 percent ($78,539 t
$55,368) representing the 2 largest decrease in the nationsee Figure 44. Of neighboring
states, Indiana only fared better than Michigan. Nationally, the average decrease was 23.1
percent.

Figure 44: Median Family Incomgndiana Neighboring Statesndthe U.S, 2000t 2010
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Source:Economic Policy Institute Analysis of Current Population Survey(Ddtxed, January 2000=100%)

Median Wages by Demographic

As detailed in Figure 4.5 income distributioncontinues tobe unequal between males and
females.Since 2000, the average difference in pay between males and females has been $4.09.
In the same time period, males have seen a 4 percent decrease while females have experienced
a 3 percent decrease. While timationalgendergapin payhas been steadilyetreasingsince

0KS NMpLy®RE I y I Q &t Bdgyyick &8JindHe batiokt avhich meanghe typical
woman in Indiana working full time, year round was paid only $0.72 to every dollar paid to an
equivalent man'®

Figure 4.550" Percentile (Median) Wages by Sex, Indiana, 2008011
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Figure 4.6represents median wages by race and ethnicity. Because there is not a sufficient
sample size for African Americans and Hispanics in the U.S. Census Bureau Current Population
Survey (CPSgtate data, the data points represent tianal data. However, dataof white
Hoosiers is shown for comparison. As illustrated, wages are not equal between race and
ethnicities in thenation. Since 2000, wages fohites increased by $0.55 (2.6 percent increase)

and wages have increased for Hispanics by $0.03 (2.5 per¢émujever, wages for African
Americans decreased by $0.02 (0.1 percent) in the same time period.

Figure 4.6 50" Percentile (Median) Wages by Race and Ethnicity, Indiana, 2011
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Figure 4.7displays median wages by educational attainment fevagh school diploma or
SljdA @l f Sy az2ySsS 02ttS3Sx IyR ol OKSft 2Nna RS3
bache2 ND& RSINBS 2F KAIKSNI O2yGAydzS (2 Yied Sz 2V
to those with only aigh school diploma.

The erosion in wages has also been spread across educational attainment, whereas those with
only a high school diploma arquivalent have experienced a 5.4 percent decrease, those with
a2YS O02ttS83S8 KI @S +taz2 SELSNASYOSR | podn LISND
or higher have experienced6?2 percent decrease in wages.

Figure 4.7 50" Percentile (Median)\Wages by Educational Attainment, Indiana, 2002011
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Wage-Productivity Gap

Running counteintuitively to the decrease in wages is the increase in productivity from
Hoosier workersFigure 48 illustrates(in LY RAF Yy 0 gKIF G SO2y2Yiada
LINE R dzO G & that i5,&he gap badween real wages and productivity. M/pfoductivity in
Indiana is increasing at a ratestar than most of the nationwages have not kept up’
Productivity, as measured by GDP state worker has increased by over 14 percenttHe

same time period (206@009), wages for the bottom i®percentile have decreased by 6.9
percent, wages for the 3percentile (median) have increased by 3.3 percent, and those in the
90" percentile have seen an increase more equivalent to productivity increas@s5 percent
growth. Thisdata indicates that workers are not sharing in the increased revenues businesses
are experiencing due to productivity gains. This trend has been true for both public and private
sectorworkersand college graduates. Economists from tBeonomic Policy institetEP) note

that causes for this gap include; weakened worker bargaining power, inflation, the cost of
health benefits and productivity growtf?.

Figure4.8: Real Gross Domestic Product (GDP) by State Worker and Wage Trends, Indiana,
20002009
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Source:Economic Policy Institute Analysis of Current Population Survey&Biteieau of Economic Analysis, U.S.
Department of Commerce

‘Indiana falls within X quintile (4.6 percent growth), Michigan falls withiff quintile (2.9 percent growth), Ohio falls withiff' 3
quintile (2.1 percent growth), lllinois falls withiﬁ'quuintile (1.9 percent growth), and Kentucky falls withit duintile (3.2
percent growh).

“Only New York and North Dakota saw higher rates of growth than Indiana. 5.1 percent and 7.1 percent growth, respectively.
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Income Distribution

Figure 49 provides a snapshotof distribution among incom@roups across the statéMost
notably, Indiana lack a sizable population of higincome earners those above $100,000.
Moreover,close to60 percentof graduates exithe state

Figure 49: Income GrougDistribution, Indianaand Neighboring States2010

U.S. lllinois Indiana Kentucky  Michigan Ohio
Less than $10,000 7.6% 7.1% 7.6% 10.3% 8.4% 8.5%
$10,000 to $14,999 5.8% 4.9% 5.9% 8.1% 6.2% 6.2%
$15,000 to $24,999 11.5% 11.0% 13.0% 14.0% 12.9% 12.7%
$25,000 to $34,999 10.8% 10.2% 12.5% 12.2% 11.5% 11.7%
$35,000 to $49,999 14.2% 13.8% 15.9% 14.9% 15.3% 15.3%
$50,000 to $74,999 18.3% 18.4% 19.2% 17.5% 18.9% 18.8%
$75,000 to $99,999 11.8% 12.6% 11.6% 10.4% 11.2% 11.5%
$100,000 to $149,999 11.8% 12.9% 9.7% 8.4% 10.1% 10.0%
$150,000 to $199,999 4.2% 4.6% 2.5% 2.3% 3.1% 2.9%
$200,000 or more 3.9% 4.4% 2.1% 2.0% 2.4% 2.4%

Source:Economic Policy Institute Analysis of Current Population Survey Data

State surpluses do not make up for this erosion in wages. Unfortunately, policy deasions
continue to enhance these losses. In 20Iridianastate policymakergpassed a preemption
prohibiting local unitsof government from enacting minimum wages that exceed the state or
federal minimum wage

Additional steps were taken in 2012 that put daolig Hoosier incomes in further jeopardy.

t N2PLIR2YySyda 2F GKS ySgte SylFOOGSR awAakKaG G2 22
growth. However, income growth and job growth should be considered in tandem. Considering

the dire state of the economy for avking families in Indianaresearch suggesting further

income erosions should have been given greater weight during the deBatesliana
legislatorsshould find ways to nobnly make Indiana attractive tbusiness, but alsto families,

workers, and the gungest and brightest college graates.

Minimum Wage

Further adding to the erosion ofvages is thestagnantfederal minimum wage. The federal

minimum wage of $7.25 (last increased in July 2009) has not kept pace with inflation and
increasing costs of basic needs such as housing, utilities, food, and health care. When
comparingthe value of the minimum wage togawith the minimum wage in 1968, and inflate

it to 2011 dollars, the 1968 minimum wage would equate to $10.83.09 higher than the

current minimum wagé? This means thapbne person working fulime (40 hours per week, 52

weeks per year) at the minimum \ga would have wages below the Federal Poverty Guidelines.
CurrentyH ¢ LISNOSy(d 2F GKS O2dzyiNBEQA ¢2NJ] F2NOSI 2N
an hour? SeeFigure 4.10
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Figure 4.10Annualized Value of 2009 and 1968 Minimum Wage (in 2011 Dollars)
Compared to 2011 Federal Poverty Guidelines
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Source:Author Calculations of Minimum Age ty 2080 turs and U.S. Department of Health and Human Services,
2011 Federal Poverty Guidelines

Furthermore low-wage workers aréncreasingly becominglder and better educatethan they
were in past decade&ven ifthe cost of living would have remained the same over the last 30
years, the earnings of lowage workers should havecreased

As $own in Figure 4.11, the educational attainment of lowvage workers has risen
dramatically. Specifically, those with some college education made up 16.5 percent of the low
wage workforcein 19791981 By 2011, this had increased to 28.5 perceat73 perceh
increase. Nationally, this demographic increased from 19.5 percent to 33.3 percent of the low
wage workforce a 71 percent increaselhe share of lowvage workers with a high school
education decreased in Indiana by 43 percent and nationally by 50 peréeiditionally,
according to the Center on Economic and Policy Reseabdtyween 1979 and 2011, the
average age of lowage workers (defined as earning $10.00 per hour or less in 2011 dollars)
increased 2.3 years, from 32.3 to 34.9 years old. The rilieeimverage age reflects a drop in
the share of lowwage workers who are teenagegsfrom over onein-four (26.0 percent) in
1979tolessthanon-SA IKG o mMH dn HISNOSY GO AY HAamMmM®E

Figure 4.11 LowWage Workers, by Education, Indiana, 19792011
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Source: Economic Policy Institute Analysis of Current Population Survey Data
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A tax burden is the percentage of income that iadividual pays in incomeax, payroll tax,
sales tax, property taxand other taxes. Whether a state tax system tends to be progressive or
regressive depends on the type of taxes relied upon and the way those taxes are designed.
regressivdax system is one where the share of family income devoted to taxes risescasdn
decreases.

LYy RA I y I Quiis régressiveiad iréli@eavily on a state sales tax, set at a 7 percent rate,
and a flat income tax set at 3.4 percent for taxpayers at all income levels. Reliance on other
consumption taxesgsin taxe§ and gamblingrevenuesalso increase the burden on lower
income taxpayers.

Taxing the incomes of workifgpor families runs counter to decades of efforts by policymakers
to help families work their way out of povertaying $100 to $500 in income ta>as make a

big difference to a family struggling to escape poverty. Additionally the tax burden placed on
low-income families reduces their take home pay (after taxd€ving less money in an
economy where costs on basic nedite® food and health careontinue to rise makes it harder

to make ends meet.

The federal government hagcognized this and hasxempted such families from the income
tax since the midl980s, and a majority of states now do so as well. Since 1991, the number of
states with incomdaxes on workingpoor families of four has fallen from 24 to lIsdiana is

one of these 15 stateS. Two-parent families of four that are at or below tHeederal Poverty
Guidelines EPGt $22,3%0 for a family of four in 201pay income taxes in Indiana of $108 a
year?® However, this is an improvement since 2009 weetwo-parent family of four earning

less than threequarters of the Federal Poverty Guidelines in 20Q85($13 for a family of four)

paid more than $200 a yean state income taxes in Indiana. This is du@t®010 increase in

the state Earned Income Tax Cre@i TC)o 9 percentof the federal EITC.
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Chapter 4 Policy Recommendations

The data inthis dh LJG SNJ a K2 ga (i K todtinuety Rd\ theyhational avelagerbel
following are policy proposals tbecrease the tax burden for lewacome workers andhcrease
wages forall Hoosiers:

V RaiseOEA 30AO0AGO - ETEI O 7 A¢CMiniMumAvage Wolldise OT ) |
$10.38 if it had kept pace witmflation over the past 40 years. Raising the minimum
wage nationally to $10.38 will help restore consumer spending which drives our
economy and that local business need to grow and would create 160,000 jobs asne
minimum wage workers spend most or all their income?’ Additionally minimum
wage workers are disproportionally women and minorities whose wages are even lower
than males both in Indiana and nationallfCurrently 17 states have minimum wages
(ranging from $7.40 to $9.04 an hour) that arettdg than the federal minimum wage
rate of $7.25 an houf® Additionally, 10 of these states have indexed their state
minimum wages so that they increase each year to keep pace with the rising cost of
living. Nine of these states have also guaranteed tippedkers 60 to 70 percent of the
state minimum wage.

Vv )T AOAAOA OEA 30A0A30 wANke EArAed Indorhd Tad Credifh @ # C
(EITC) is a federal tax credit for lo@ moderate income working individuals and
families to which the state EITC is indexddhe credit reduces the tax burden placed on
workers by offsetting payroll and income taxes. The credit is also refundatdaning
that if the credit exceeds the amount of taxes owed, the difference is given back to the
worker. Given the current economiecession, the EITC may be more important to
working families than ever beforgarticularly in a state like Indiana where lomcome
workers are taxed in a regressive system

V )T AOAAOA )T AEAT AadddPerdoAalExemiptions OCuirenty Indiana is
one of 15 states thataxesbelow the Federal Poverty Guidelingg22,350 for a family of
four in 2011) By enacting &25,000 netax floor, for examplefamilies making below
that amount oweno taxes, but once income surpasses thaklethe tax is owed on all
taxable income from one dollar upVhen the Indiana income tax was enacted in 1963,
the basic personal exemption was set at $1,000 per family membwehere it remains
today. Since then, inflation has eroded the value of $1 D@fstantially.

V  Expand the Sales Tax Base t@&Gervicest Alessregressive way to increase state sales
tax revenues in a more equitable manner is to expand thesstax basedo include
services sincelow-income taxpayers pay more in sales taxes than tho&digher
incomes who tend to purchase more services. For example,nfiadividualpurchases
cleaning supplies to clean their homéhey pay sales tax. However, if the same
individualhires acleaningservice they do not pay any sales tax

Forl  FdzZt asSd 2F (GKS LyadudA fulhielSdetais ohJthésk policy NS O2 Y
recommendations, se&ppendix A
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It is no surprise thathte Great Recessiotatapulteda growing number of families across the
nation into poverty’ But while the dramatic increases may have been fueled by the economic
crisis, the percentage of Hoosiers living in poverty has been increasing since long before the
Great Recession, nearly eclipsing the entire U.S.

The Federal Poverty Guidelines (FR@®asure the number of people in poverty. If families are
SFNYyAy3a fSaa Ky (GKS LIR2@GSNIe (GKNBakKz2f R (KSe@
F62@0S GKS GKNBaKz2f R I NB 02y aAi REBNBRNGSY dear LJ2 2 NX
cut. Thee are many families earning incomes above the FPG, but are still unableetotimeir
FIrYAfeQa olFlaArA0 ySSRao

As establishedin Figure 5.1 poverty rates in Indiana arenopar with the national average

L v R A lowsrallOpdverty rate stands at5.3 percent 962,775 HoosiersPoverty amongst

children under 18 is 21.7 percent (342,1720oiers) while one quarter ofhildrenin Indiana

under the age of six are in poverty (130,691 Hoosigkkso,above the national average of 48

percent, 50 percent(262,256) of Hoosier children under the age of 6 are defined as low

income A family requires around 200 percent of the FPG to be economicalkgifétfient,

which would be $44,100 for a family of four in 20By.this measure over @third2 ¥ LY RA | Yy I Q
population s living in or near poverty (2.28illion Hoosiers).

Figure 5.1: Poverty Rate010

mU.S. mIN sMl mOH mIL mKY

35.0% 21 7% 25i3%

24.8%

30.0%

25.0%

15.3% 21.6% V¥
20.0%

15.0% -
10.0% -
5.0% A

0.0% -

Poverty Rate Poverty Rate for Children Poverty Rate for Children
Under 18 Under 6

Source:CLASP calculationf American Community Survey

Low Incomelndividuals living at 200% of the FPG.
Extreme Povertyindividuals living at 50% of FPG.
Near PoorlIndividual liing at 100% to 199% of FPG.
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As illustrated inFigure 5.2 Indianaand nearly all ofts neighboring states are experiencing
extreme poverty rées above the national averagén Indiana, extreme poverty affects 7
percent, or nearly 440,000 Hoosiers.edrly 155,000 children under 18 (9.8 percent) are
affected by extreme poverty. Of those 1680 children, just over 64,000 (11pércent) are
under the age of six

Figure 5.2 Extreme Poverty, 2010

EUS. EIN Ml mOH mIL mKY
20

Extreme Poverty Rate for All Children Under 18 Children Under 6
Hoosiers

Source.CLASP calculations of American Community Survey data

2 KAf S Lpgverlylrate$ d@edin par with those of the U.S., there is conceegarding the
rapid increase of poverty in the last decadsee Figure 5.3and Figure 5.4 Since 2000, the
poverty rate tas increased b$1.8 percent the 6™ highest increase in the natiorsince the
recession begaim 2007 Indiana has seen a 24percent increasén poverty rates 12" largest
increase in the nationCurrent poverty rates ardepictedin the chart legend

Figure 5.3 Percentage Increases in Poverty Rates, 200010
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Figure 5.4 Percentage Increases in Poverty Rates, 202010
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Equally concerningsithe rapid growth in child poverty, shown iRigure 5.5 Hoosier children

face an even great barrier to economic salffficiency as they enter adulthoodheir poverty

rate now stands at 21.7 percerglightly abovehe national child poverty rate of 21.6 percent.
This representsa 52 percent increase since 20002" largest increase in U.Sand a 25.4
percent increase since 20qT5™ largest increase in the nationffor children under 6 years of
age, the poverty rate in Indiana is 25.3 percent, just above the national average of 24.8 percent.
Current poverty levels ardepictedin the chart legend.

Because these impoverished children face additional barriers egtetitulthood, they ardess

likely to escape poverty. According to the National Center for Children in Poverty (NCCP) the
poverty cycleamong childrerends up costing billions in lost productivity, increased crime and
rising health costs. Indiana will neéal double down its efforts to reduce childhood poveffy.

In fact,a recent study found that the number of families and children in the U.S. who live below
a standard that the World Bank uses to measure serious poverty in thicdld countries

living on less than $2 a person, per dayas doubled since 1995.

Figure 5.5Increases in Child Poverty, 200Q010

—U.S. (21.6%) — |ndiana (21.7%) - Michigan (23.5%)
= |llinois (19.4%) == 0hio (23.3%) = Kentucky (26.3%)
180
160 Indiana has seen a 52% increase in child poverty since 200th largest —

increase in the U.S —

100 -

80 T T T T T T T T T T 1
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
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While the safety net is far from perfectjata shows that it has been responsive during the
recent recession. The FPG cannot be used to measure the safety nets impact as it ignores
assistance received bgw-income families such as SNAP, EITC, rental subsihes, withheld

from paychecks. Additionally, does not take into account the sharp decline in cash assistance
and increases in SNAP and EIMGwever, if you look at the alternative poverty measure
calculated by theJ.S.Census Bureau, which accounts for safety net programs, the poverty rate

in 2010 was 15.5 percent. Yet, under this same measure the poverty rate without safety net
programs (meaning household income before government assistancep3hpercent. This
means the safety net cut poverty in half in 20°£0.

More Accurate Measures of Poverty

As even the very basic necessities, such asihgugas andood”, are becoming increasingly
more expensive at the same time that wages dezreasingand consumer prices are rising,
policymakers shouldonsidera more accurate measure of povertyguch as the SeBufficiency
Sandard (Standard)and assetpovety when considering policy designed tencourage
economic selksufficiency.

U Asset pverty affects 26.2 percent of Hoosiers. This measure takes into accaunts
Fl YA & Qaulngrabifity 4 ©dontofic Shocks, for example, ¥ 2y SQa Ay 02 Y.
suddenly cut off due to unemployment, a medi@ahergencyor divorce. Creating a
financial environment that fosters the ability to earn, save, and investpecially for
low-income families is imperative for reducing the numbers of households who are
asset poor. Adequate tools, incentives and public policies chnfbster, preserve and
protect this environment for families. In addition, when families can rely on their own
wealth and savings to weather economic downturns, they are less likely to utilize public
assistance, which can save taxpayer dolfars.

U The Sandard is an updated, more accurate reflection of the real income needed to pay
F2NJ I g2NJAy3 TFlLyrateqQa SELSyasSa AyPGizZRI&Q
which was developed in the 1960s and is basedanultiple ofthe price of food. The
Standard instead measures how much income a family of a certain composition in a
given place needs to adequately meet their basic needghout relying on public or
private assistance. It takes into account local variances in expenses as well as family
configuation (e.g., children less than 5 years old who are going to require ciédif
the parent is workingnd other factors.

“Indiana ranked 18in the nation for food security:
http://www.thestarpress.com/article/20120301/NEWS01/203010330
2 4SS Y2NB:I 4SS (GKS LyadAaddziSQa LRftAO& ONAST 2y aasSi LR
http://www.incap.org/documents/iiwf/2011/FINAL%20Asset%20Poverty%2dA .pdf
’The Corporation foEnterprise Developments 2012 Asset and Opportunity Scorecard rankingjafa's performance
and policy measures across five Issue Areas: Financial Assets & Income (C) , Businesses & Jobs (F), Housing &
Homeownershlp (C), Heh Care (B) and Educatlon)(lbttp //scorecard.assetsandopportunity.org/2012/state/in

t2 &aSS Y2NB:I aSS (KS L ysaficencysiaddard: 112t A 08 ONAST 2y (GKS {StF
http://www.incap.org/documents/iiwf/2011/FINAL%20S SS%20Ways%201t%20Can%20Be%20Used%20Brief%20January

%202011.pdf
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Public Policy and Poverty

Poverty rises as unemployment increases during a recessiothyvork support progams are
designed to help workerthroughthese difficult economic timeslypically these programs will
have higher partigation rates during a recession ardeclining participation when the
economy has recovered@his has not been the case in Indiana amhy other states.

L Y RA lUyfem@ldyment InsurancgUl) recipiency rate the share of the unemployed
collectingUl benefitst was25 percent in 2010, whilthe national average was 31 perce@nly

8 states in the nation had lower Ul recipiency rates thadidna® This was caused by a few

factors. Equally painful to unemployed Hoosiers was the average duration of Ul benefits. In

2010 and 2011, the average duration was 17.4 and 15.5 weeks, respectively. Unemployed
Hoosiers saw some of the shortest benefieriods in the natiof®* CAy | f f 8 LYy RA
unemployment exhaustion rateor, the proportion of claimants who collect all of their
unemployment insurance as of November 2011 wapétentt suggesting Ubenefits ran out

before beneficiaries were able tanfi work.

Another worksupport program that saw neerquivalent increases in participation was
Supplemental Nutrition Assistance Progrd®NAP On average, participation rates in U.S.

states between 2007 and 2011 increased by 70 percent. However, in Indiana, there has been a

50 percent participation increase in the same time petiatespite nearly leading the nation in

increased poverty. Becausey RA | VI Q& Ay ONB | & Sofceablyp lowter thadt theli A O A LJI
increases in poverty, the gap between those in poverty and those receiving SNAP is greater
than the national average and greater than its surrounding states.

L Y RA (Tehipdaiy Assistance to Needy FamiliBBNF program has not been as responsive
either. Indiana has one of the lowest elidity levels in the nation. Thudndiana saw a 10
percent decrease in caseloads from December 2007 to December 2009, despitgpard©3t
increase in unemployment. To qualify for TANpeasorQ & A Yid3 2008 at 39 percent of
FPQ($8,547 for a family of four in 2010) and less than $1,000 in assets, with some exceptions.
The program islesignedto help people develom selfsufficency plan. However, Hoosiers are
dropped from the program at 100 percent of FPG, well belowsséficiency. Additionally,
Indiana also heacomparatively shor4-month lifetime limit for benefits.

The state government of Indiana, aollaborationwith private and norprofit sectors, has an
important role to play in improving the conditions and opportunities of J@age workers and
their families. The Institute believes that work is key to achieving economisidélfiency. In
order for Indianail 2 NB O2@FSNJ FNRBRY GKS ylLaAz2ylf NBXOSa
LINP ALISNRdza FdzidzNBE>X LRfAO&YlI {SNER Ydzaild OK2?2
by strengthening state policies that lead to opportunities for Hoosiers to acldademaintain
economic selkufficiency.

#Note: This number reflects the reception of regular statebenefits.
®Average Duration of Benefit¥he number of weeks compensated for the year divided by the number of first payments.
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Chapter 5 Policy Recommendations

The following are recommendations to help families out of poverty and assist them in achieving
and maintaining economic sesifficiency:

Vv

Increase Investments in Individual Develo pment Accounts? The Indiana Individual
Development Account (IDA) Program is an asset development program fandome

individuals. IDAs are individual savings accounts, matched with public and sometimes
private dollars that assist lomto moderateincome individuals in saving money and

building financial assets for the specified purposes of higher education; small business
capitalization; home purchase; and asset preservation through rehabilitation, such as
homeowner occupied rehabilitation. The match intge is similar to that of an

SYLX 28SNJ YFGOK F2NJ nanmdé{ov O2yiNRoOdziAZ2Yyaod L
match, which means, for every one dollar saved by an IDA participant, they will receive

at least a three dollar match on their deposit up $800 a yearfor up to four years.

{AYyOS (GKS LINPINIYQa AYyOSLIIA2Y AY MppTI LYyF
and 4,181 accounts have been opened.

Expand IDA Uses, as Defined in Indiana Code, to Include Additional Needs Such

as Automobile Repairs? While some IDA programs do not allow vehicle purchases

due to the fact that an automobile is a depreciating asset, transportation constraints,
such as costs of automobile repair or lack of public transportation should be considered.

Increase Asset Limits for the Supplemental Nutrition Assistance Program (SNAP) and
Temporary Assistance to Needy Families (TANF) Program

Indiana has extremely low asset limits for both SNAP (formerly the Food Stamp
Program) and TANF. For example, if theify has savings in excess of $1,000, they are
ineligible for TANF cash assistance in Indiana. Once eligible, a family may accumulate up

G2 PmIpnn Ay ladaaSiaoe ¢KSasS aasSd tAYada 2N
establishing and accumulatingufficient assets which could not only be used to
transition them off of public assistance but also lift the family out of asset poverty.
Indiana should eliminate or increase asset limits to where they would not affect most
recipients.

Fora full set of KS Ly adaAddzi SQa L2t fudher detds O tiedeSpoiRy (A 2 v a
recommendations, se&ppendix A
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The list below is a recap of the recommendations following each chagtéhe Status of

Working Families itndiana 2011 Additional information such as reports, publications, and

L2t A0 ONASTa FTNRY (KS Ly ddsialso omued @ Nie texd &ra LI N
footnotes. In order for working families in Indiana to recover, legislatwvel adminstrative

priority should be given to the following:

V Preserve jobs and provide employmepportunities to all Hoosiers

V Increase the number of legkilled adults who enroll in postsecondary education and
training programs to addreds Y R A | y | -6kidls gapan& Rt S

V'  Promote financial stability for working families by improving wages, benefiis,work
support programs

Chapter 2 Policy Recommendations 2 Job Creation and Job Preservation
Based on the data in Chapter 2, the following policiesratmmmended to assist those facing
barriers to employment, and improve the economic health of Hoosier families

V Establish a Work Sharing Program 2 Work sharing (also known as Shdime
Compensation) is an Unemployment Insurance (Ul) benefit that expliaitfyets job
preservation and allows businesses to retain their skilled workforce during times of
temporary decreased demandVork sharing is now part of thiliddle Class Tax Relief
and Job Creation Act of 2012. Federal money will be provided for impleti@mt

V Outreach to Employers on the Work Opportunity Tax Credit to Increase
Employment Opportunities for Populations Who Face Significant Employment
Barriers T The Work Opportunity Tax Credit (WOTC) is a Federal tax credit that
Congress provides tprivate-sector businesses for hiring individuals from nine target
groups who have consistently faced significant barriers to employnidrg. WOTC can
now be as much as: $2,400 generally for each new adult hire; $1,200 for each summer
youth hire; $4,800for each new disabled veteran hirand $9,000for each new long
term TANF recipient hired over a two year perfddVany other states are doing
outreach campaigns and publishing marketing materials for employers to increase
employment opportunities for thesepopulations who often face barriers to
employment and to aid them in the transitidnom public assistance to economic self
sufficiency. Some of these states and departments include: New Jersey State Parole
Board; Texas Workforce Commission; Idaho Workf@evelopment Commission; and
New York State Department of Lalifr.

“¢c2 aSS GKS LyaiAnaromipeasavisNB L2 NI 2y 62NJ] &
http://www.incap.org/documents/iiwf/2011/FINAL%20Work%20Sharing%20Repor®a20Dec.%2012%202011.pdf
g2 588 mateBidislplealeivisihttp://www.twe.state.tx.us/sves/wotc/emp_info_packet.pdf

Status of Working Families in Indiana, 2011 Page38


http://www.incap.org/documents/iiwf/2011/FINAL%20Work%20Sharing%20Report%20-%20Dec.%2012%202011.pdf
http://www.twc.state.tx.us/svcs/wotc/emp_info_packet.pdf

V Offer Tax Credits for Businesses Hiring Unemployed Workerst Employers and
staffing firms continue to deny job opportunities to those workers hardest hit by the
economic downturn, despite increased scrutiny and strong public opposition to the
practice. Minnesota GovernoMark Dayton proposed a package of investriseand tax
policy changes that hestimateswill create thousands of jobs for Minnesotans. The $35
million planwill incentivize businesses with tax benefiidien they hire unemployed
workers. Dayton wants to reward businesses this year with a $3,000r¢alkt @very
time they hire an unemployed person, a veteran or a recent graduate. The proposed
credit would drop to $1,500 for the first six months of 2013, and then end. It is
estimatedthat the credit would create more than 20,000 private sector jobs. bt
would be covered in large part from other tax policy changes, including closing what he
called a corporate loophole whidllows companies to exempt some of the money they
earn overseas from state taxas.

V  Extend Unemployment Benefits to Part-Time Workerst Indiana had 770,690 part
time workers in 2009 (26.Bercent of the labor force),hie vast majority of who were
female. For many employers and workers, péirhe work is a necessity and in many
occupations padime work is prevalent. In additiorpart-time work is an important
A0NI GS3Te F2NI FSYIFES 42N S N4 ydass old) ko PalaNde & LINRK Y
family responsibilities with their careers. Indeed, 20 percent of employed women aged
25-54 work part-time as compared to about 7 percemben in the same age group.
Additionally, he wages of partime workers are subject to Ul payroll and other
employment taxes on the same basis as the wages dfifindl employees®®

v )T 6A0O ET )T AEAT A60 )1 ZFOAOOOOAOOOA &I O C
Competitive? Research continues to point to public investment as a way to increase
private-sector productivity and GDP growihAccording to The Report Card for
' YSNAOI Qa LY FNI AGNHzOGdzZNBEZ AY LYRAFYIFZ Hp
$4.03 nillion is needed for drinking water infrastructure, atfte state has $5.86 billion
in wastewater infrastructure needs.Indiana needs to make such investments
especially considering the current low cost iolahcing,if it wants to attract quality jobs
and remain economically competitive in a global economgny states have realized
they need to make such investments and have been pumping millions of dollars into
AY TN a0NHzOG dzNB A YLINE @S Y Ssynaighboring” SidtedzRridighd 4 2 Y ¢
needs to make such investments if it wants to attract quality jobs and remain
economically competitive in a global econoryisconsin has the Freight Rail Infrastructure
Improvement Program (FRIIRNd is one of two freight ri assistance programs. These
programs provide 100 percent loans for rails projects that: connect an industry to the national
railroad system; make improvements to enhance transportation efficiency, safety, and
intermodal freight movement; accomplish limehabilitation; and develop the economy. Since
1992, $101 million in FRIIP loans have been awarded. Today's available funding is from the
repayment of prior loang>

®¢2 aSS (KS LyatAdadziSQa LIR2fAOE ONARST 2y -tihelworkeBypledsd (a3 Ay Of
visit: http://www.incap.org/documents/iiwf/2011/FINAL%20U1%20Brief%ZaP1. pdf
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Chapter 3 Policy Recommendations ? Address the Middle Skill Jobs Gap

Based on data from Chapter 3, the following are recommendations for policymakerstwoe
access to basic skills and pasicondary education opportunities that will increase
employability and earnings for all Hoosiers:

V Expand the Number of Certificate Programs Eligible to Receive State Financial
Aid Dollars? For some adults, enrolling in a certificate program is a perfect way to
introduce them to the college process. Certificate programs are relatively inexpensive
and shat-term. Most certificate program coursework can also be transferred as credits
G26FNR +y |3a20A1F0S0a RSAINBSe® {(GdzRSyGasz o
certificate program, and see a wage increase as a result of their certificate, are more
ikely 2 200GFAY Y2NB OSNIAFAOIFIGSA 2N 32 2y G2
funding certificate programs has a positive effect on access, affordability, and
persistence for adult students.

For thirteen of theDepartment of Workforce Developmenksooser Hot 50 Johghere

are 28 corresponding certificates. However, only half of these certificate programs are
eligible to provide financial aid to students. Allowing all certificate programs, including
non-credit and thirdparty certification programs, tbe eligible for financial aid is a step
toward increasing postsecondary enrollment and the number of adult workers with
postsecondary credentials.

V Implement Lifelong Learning Accounts (LiLAs) for Targeted Industrial Sectors 2
Lifelong Learning Accounts (Ad) assist adult workers to achieve their career goals.
LiLAs are employenatched, portable, and employeavned accounts used to finance
education. LiLAs allow workers and employers to effectively leverage resources to
increase productivity, improve redtment and retention, and meet the changing needs
of our economy.

While Indiana ranks first in manufacturing productivity, 2010 saw the largest gap
between open positionsrad new hires. LiLA programs wouldlp to ready workers for

GKS GSOKy2f23A0Ff OKIFy3aSa Ay (G2RlI&Qa ¢2NJT
health care sector, trucking industry, and emerging technology related industries.
Indiana has had state legislation to start LiLA pilothénpast "

V Increase Financial Aid for Part -Time College Students Of the adult students
SYNRfftSR Ay LYRAIFIYlIQa LI2adaSony Ret,By2Ly aidAi
percent of state grant expenditureswere applied to adult students. The c¢reased
participation among partime students is representative of the economy, and should be
accompanied by additional financial support. Pame students should have the same
access to adequate financial aid that our full time students enjoy.

ft2 888 GKS LyadAaddzi$ @it hipiwindneap.orido&imens/ifivf/J0RL[FINAL %20LIAS pd& S
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V Change) T AEAT Ab 0th Agplizdtion Filing Deadline for State Financial
Aid> Missing the March 10" state financial aid deadlinepplication disqualifies
students from receivingtate financial aiduntil the next academic yeaBetting a new
deadline later inthe year will provide more time for students to determine if they will
enroll in college and to fildax returns before filinga FAFSA. This could improve
numbers of adult students who apply for and receive financial aid.

Chapter 4 Policy Recommendations 2 Wages and Taxes o A A
Based on thedata, the following areLINR LJI2al £t a U2 FFRRNbBaa U0UKS NB3
structure to decrease thburden for lowincome workers and increase wages for all Hoosiers:

V 2AEOET ¢ OEA 30A0AGO - Elnfiatodd Minimurg wagelwodld ) T AA @
be $10.38 if it had kept pace with inflation over the past 40 years. Raising the minimum
wage nationally to $10.38 will help restore consumer spending which drives our
economy and that local business need to grow and wouldter&60,000 jobs aloreas
minimum wage workers spend most or all of their incofwdditionally minimum wage
workers are disproportionally women and minorities whose wages are even lower than
males both in Indina and nationally.

Currently 17 states hawainimum wages (ranging from $7.40 to $9.04 an hour) that are
higher than the federal minimum wage rate of $7.25 an hour. 10 of these states have
indexed their state minimum wage® inflation so that they increaseach year and
keep pace with the rising sbof living. Nine of these states have also guaranteed tipped
workers 60 to 70 percent of the state minimum wate.

vV )T AOAAOA )T AEAT AGO 4A@ 4E OAOCutrenty Indianadlis 0 AOO]
one of 15 states that taxes below the Federal Poverty Guide{22,350 for a family of
four in 2011) By enacting a $25,000 #ax floor, for example, families making below
that amount owe no taxes, but once income surpasses that level the tax is owed on all
taxable income from one dollar up. When the Indiana income tax was enacted in 1963,
the basic pesonal exemption was set at $1,000 per family membewhere it remains
today. Since then, inflation has eroded the value of $1,000 substantially.

V Expand the Sales Tax Base to Servicas Alessregressive way to increase state sales
tax revenues in a morequitable manner is to expand the lea tax base to include
services, sincdow-income taxpayers pay more in sales taxes than those of higher
incomes who tend to purchase more services. For example,nfiadividualpurchases
cleaning supplies to clearh¢ir home they pay sales tax. However, if the same
individualhires acleaningservice they do not pay any sales tax
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