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Agenda

National Outlook – Still stuck
State Outlook – Are we looking into a 
mine or a tunnel?
Southwest Michigan- Stuck in the middle
So what?

Why it is worse than the numbers reflect?
There are jobs being created even in these 
harsh times.
Thoughts about the future.



National outlook: Most of the nation’s 
economic indicators are pointing south.

Employment REDRED
Residential construction REDRED
Consumer confidence REDRED
Consumer financial conditions REDRED
Credit markets REDRED
ISM Purchasing Mgrs. Index REDRED
Stock market YELLOWYELLOW
Inflation GREENGREEN



Percent change in the nation’s GDP—Fell 
5.5 percent during the first quarter.

-8.0

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Annualized Percent Change in GDP

Source: BEA, Philadelphia Federal Reserve Survey of Professional Forecasters.



Consumers

Confidence is low but improving.
Real estate markets are inactive, and 
values continue to drop.
Retirement savings remain in 
jeopardy.
Job outlook is dim.



Consumers’ confidence is still low but has 
improved in two of the past three months.
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Single-Family Housing Starts—Have 
we found bottom?

Seasonally Adjusted Annual Rates
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Nationwide, employers are cutting way 
back.
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During the second quarter, total employment fell by more than 
1.5 million workers.



Nationwide, the current period has suffered 
a greater decline in employment than 
previous ones.

Employment Index = 100 at the Start of the 
Recession
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Bottom Line

There is a large gap in demand for 
goods and services from the private 
sector—domestic and abroad.
The nation’s nearly frozen financial 
system is still a major part of the 
problem.
Currently, the only short-run source 
of demand appears to be government 
spending. 



Michigan is in crisis.

A one-horse town with one sick 
horse.
State government is facing a 
structural deficit that will not go away 
without a substantial change in its tax 
structure.
Perceptions are important and hard to 
change.



With the national slowdown, the state’s 
turnaround is further postponed.

Statewide Employment 
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A loss of 740,000 jobs 
from 2000 to 2009

In May, the state’s unemployment rate was 14.1%



This is a tough recession for the state.

Employment Index = 100 at the Start of the 
Recession

92

94

96

98

100

102

-6 -4 -2 0 2 4 6 8 10 12 14
Months from the Start of the Recession

1991 2001 2008Source: CES, seasonally adjusted. 



Employment declined for 10 
straight years.

Employment Chage 4th Quarter to 4th Quarter
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Consumers are simply staying away from auto 
dealers.
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SAAR
Car and light truck sales reached 16.1 million units in 
2007, dipped to 13.3 million units in 2008, and are now 
forecasted to go as low as 9.5 million units in 2009.

A 9.7 million unit rate in June after a 
slow 9.9 million unit rate in May.



Production levels have plunged.
Jan-June 2008 to Jan-June 2009

North American Car Production
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Loss of market share: In 2001, the Detroit 
Three controlled 74%; in 2009 it fell to 44%
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So, will GM make it?

The company will reportedly go from 47 
factories to 34 by the end of 2010. U.S. 
employment will go from 91,000 at the end 
of last year to just 64,000 at the end of this 
year. 

Their cars are not known for quality.
Their cars are not known for design.
Their management structure is a mess.
The car market is lousy.
The competition is not standing still.
Building trucks is different than building fuel-
efficient cars.



Southwest Michigan

The Battle Creek and Kalamazoo-Portage MSAs
have lost jobs during the past four quarters.



During the past four quarters, the 
Kalamazoo-Portage MSA lost 5,800 jobs 
(4.0% loss).

Percent Change in Employment
 Q1-08 to Q1-09
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1st Qtr unemployment rate was 9.3%



Kalamazoo County remains dependent on 
manufacturing and professional services.

Location Quotient
1.00 = Same as the national percentage for the industry
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In the Battle Creek MSA, the job loss 
reached 3,000 (5.3% loss).

Percent Change in Employment
 Q1-08 to Q1-09
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1st Qtr unemployment rate was 10.6%



So, what’s the employment 
forecast for 2009 and 2010?
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Lies, damn lies, and unemployment 
statistics

To be counted as unemployed you must:
Not worked AT ALL during the past year. If you 
cut your neighbor’s lawn for 10 bucks you are 
not unemployed.
Must be actively looking for work. So, if you 
want to work but have given up looking because 
there are no jobs, sorry you are not 
unemployed.
So instead of 9.5%, the nation’s unemployment 
rate could be measured as 16.5% (25.6 million 
people).



Where are the jobs?

Macro trends:
Demographics—the nation is getting 
older—health care will only grow.
Many jobs will be replacing retiring 
workers.



A lot of openings for a lot of low-
paying jobs.

Annual Job Openings 2006 to 2016
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The fastest growing jobs have few annual 
openings except low-wage, home health 
aides.

0

10

20

30

40

50

60

In
te

rio
r

D
es

ig
ne

rs

V
et

er
in

ar
y

Te
ch

.

Fi
na

nc
ia

l
A

dv
is

or
s

P
ha

rm
ac

y
Te

ch
.

C
om

pu
te

r
S

of
tw

ar
e

E
ng

in
ee

rs

S
ub

st
an

ce
A

bu
se

/B
eh

av
rl

C
ou

ns
el

or

V
et

er
in

ar
ia

ns

S
ur

ve
yo

rs

H
om

e 
H

ea
lth

Ai
de

s

N
et

w
or

k
S

ys
te

m
s

A
na

ly
st

s

Pe
rc

en
t c

ha
ne

 2
00

6-
20

16

0

5

10

15

20

25

30

35

40

45

50

A
nn

. N
o 

of
 O

pe
ni

ng
s

Ann Openings
Percent Change



Job creation in manufacturing—surprisingly 
below the state

Job Creation as a Percentage of Total Manufacturing Employment
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Job Creation in Professional, Scientific, & 
Technology—better than the state.

Job Creation as a Percentage of Prof., Sci. & Tech. Employment
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Thoughts about the Future

Demographic change is becoming a 
stronger driver for the economy.

Amenity cities top production cities.
Variety is more important than economics 
of scale.
Living environment matters: diversity, 
income equality, quality housing, and lower 
crime.
The level of the area’s overall education 
achievement is the best predictor of 
growth.



Emerging Industry Opportunities

Technological 
Change

Global FactorsRegional 

Structure

Usual suspects 
for emerging 
industry targets

Adapt new 
technology in product 
development at 
existing companies

Develop new markets for 
existing businesses
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