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National and State Economic Outlook

Robust economic growth after the Great Recession remains anticipated. The recession ended in June of 2009.
This recovery has been the slowest of post-war cycles. U.S. gross domestic product (GDP) growth through this
recovery cycle has averaged just over two percent per year. Most recoveries show growth rates in the three
percent range.

As with all economic growth, benefits have accrued. Job levels are up. Wages have increased. Home values are
nearly back to prerecession levels. Wisconsin total non-farm jobs have increased by 200,000 since the trough
in February 2010 through October 2015. The state's manufacturing industries have gained almost 50,000 jobs.
Total nominal wages paid have increased by 17 percent since bottoming out in 2009. Aggregate household real
estate values have all but full recovered from the national housing devaluations that began in 2006.

So what is it, six years after the recession ended, that is holding the national economy back from even stronger
growth? A variety of factors are having an impact, such as: flat real wages, lack of business investment, focus of
business investment, slower global economic growth, a stronger U.S. currency and its impact on U.S. and Wis-
consin exports, and snug government capital and operations budgets.

The silver lining may be that the slower the growth, the longer the recovery will last. This recovery is 70 months
old as of December 2015 with no expected downturn in sight. The average growth period of post-war business
cycles is 58.4 months.

Workforce Outlook

On the workforce front, there is much discussion of the "skills gap" — the inability of employers to find and keep
skilled workers. One anecdote often voiced is that Wisconsin companies could expand business if only they
could find and retain skilled workers.

Wisconsin has never had more people employed and the unemployment rate is registering low levels not seen
since the early 2000s. However, as has been discussed repeatedly over the years (Winters, Strang, & Klus, 2000;
Winters, Gehrke, Grosso, & Udalova, 2009; Wisconsin Taxpayer Alliance, 2015), Wisconsin faces a quantity chal-
lenge and, as a consequence, a skills challenge.
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Businesses will be competing not only with each other for workers with similar skills, but also with entities of
other disciplines. For example, one company may try to recruit a math teacher to become a computer pro-
grammer. Then the school will have to find another math teacher from, say, an insurance company, which, in
turn, may try to recruit someone out of health care. The point is that without enough workers to go around,
some businesses will end up short of talent.

This is true not only of highly skilled workers, but for all positions. Even retail and restaurant operations are
displaying help-wanted signs.

During the late 1990s when the U.S. economic expansion was setting new longevity marks, there was a similar
guantity challenge. The national unemployment rate fell to 3.8 percent in July 2000 and Wisconsin's unem-
ployment rate fell to 3.0 percent in July of 1999. Two recessions alleviated the labor quantity constraints from
2001 to 2014. Now the U.S. unemployment rate is down to 5.0 percent (Wisconsin December 2015 seasonally
adjusted unemployment rate was 4.3 percent), GDP is only growing at 2.0 percent, and businesses are already
experiencing quantity challenges.

The major change in the labor force during this period is that now the Baby Boomers are fifteen years older
and leaving the labor force in unprecedented numbers. The oldest Baby Boomers (born in 1946) will be 70
years old in 2016. The youngest (born in 1964) will be 52 years old, a mere three years from a rapid decline in
their participation in the labor force.

Below is a graph of the labor force participation rate (LFPR) by age cohort. The LFPR drops precipitously after
age 55. The bulk of the Baby Boomers are now over age 55.
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Wisconsin's overall labor force participation rate peaked in the late 1990s and the employment-to-population
ratio (e/pop) peaked in 1997 at 72.9 percent. The 2014 e/pop rate was above the 2010 low of 63.4 percent, at
64.7 percent.

The exit of Baby Boomers (people born between 1946 and 1964) from the labor market will affect future
growth of Wisconsin’s e/pop rate.

Population growth and age distribution will drive labor force availability in local and regional labor sheds. Be-
low are county level demographic and economic characterizations. The primary factor driving economic trends
in future years will be workforce developments and talent access.
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Population and Demographics
Sheboygan County’s 10 Most Populous Municipalities

April 2010 Census Janua.ry 2015 Numeric Change Proportional

Estimate Change

United States 308,400,408 320,289,069 11,888,661 3.9%
Wisconsin 5,686,986 5,753,324 66,338 1.2%
Sheboygan County 115,507 115,305 -202 -0.2%
Sheboygan, City 49,288 48,806 -482 -1.0%
Plymouth, City 8,445 8,458 13 0.2%
Sheboygan Falls, City 7,775 7,866 91 1.2%
Sheboygan, Town 7,271 7,439 168 2.3%
Wilson, Town 3,330 3,358 28 0.8%
Howards Grove, Village 3,188 3,226 38 1.2%
Plymouth, Town 3,195 3,196 1 0.0%
Lima, Town 2,982 2,985 3 0.1%
Oostburg, Village 2,887 2,927 40 1.4%
Greenbush, Town 2,565 2,555 -10 -0.4%

Source: Demographic Services Center, Wisconsin Department of Administration

Sheboygan County’s population growth continues to be below its neighbors in Northeast Wisconsin, if not the

entire state. Population growth has recently slowed and is behind state and national trends, declining by 0.2

percent since the 2010 Census. In comparison the state’s population has increased by 1.2 percent over the

same period, illustrating a series of disparate dynamics that will be discussed throughout the course of this pro-

file. The county lost 202 residents between 2010 and 2015, a sum that is a slight reversal of the county’s popu-

lation growth that occurred during the previous decade (2,851 growth from 2000 to 2010). Its —0.2 percent

growth rate is also significantly slower than the 2.5 percent observed in the earlier period, suggesting that the

population growth that has occurred over the past
forty years is slowing. This is a common theme
among many of the region’s largest counties.

The county’s largest municipality has also witnessed
considerable population loss over the past five
years. Much of the region’s population growth has
been located in the county’s smaller communities
such as the Town of Sheboygan and Sheboygan
Falls. This growth will be further facilitated by ongo-
ing improvements to US-23. Growth in more estab-
lished communities such as the City of Sheboygan
and Plymouth has been more moderate in compari-
son.

Population growth has further been fueled by a
slight birth rate. Net migration remains negative.
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Components of Population Change 2010-2015
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Labor Force Dynamics
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emerged in this dia-

logue has concluded that, as the county’s unemployment rate has decreased precipitously since the peak of the
2007-2009 recession, employers have witnessed greater difficulty in finding needed workers. While there is a
great deal of credence to this assumption, the cause of these issues is largely demographic.

The chart above tracks Sheboygan County’s unemployment rate against that of both the nation and state from
January 1990 to September 2015. It is important to first note that significant seasonality exists in this data, re-
flecting calendar year changes in demand in industries ranging from construction to hospitality. The county’s

unemployment rate is presently at
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Industry Employment and Wages

2014 Employment and Wage Distribution by Industry in Sheboygan County

Employment m % of Total Employment
Annual 1-year Total W % of Total Payroll
Average change Payroll

Natural Resources 662 26 $19,802,232

Construction 2,018 84 $101,654,178

Manufacturing 20,327 755 $1,101,383,754

Trade, Transportation, Utilities 9,904 102 $334,357,653

Information Suppressed Not avail. Suppressed

Financial Activities 2,440 139 S 142,644,795

Professional & Business Services 4,393 -86 $ 167,212,204

Education & Health 10,444 59 $503,179,358

Leisure & Hospitality 5,052 -1 $ 66,431,592

Other services 1,457 -76 S 25,705,174

Public Administration 1,564 33 $ 66,401,971 | | |

Not assigned Suppressed Not avail. Suppressed 2(;% 4(;% 6(l)%

Allindustries 58,591 1,035  $2,540,404,549

Source: WI DWD, DET, BWITS, Quarterly Census Employment and Wages, June 2015

stered by a series of industry employment conditions that we will discuss in the coming pages.

The charts included on this page represent 2014 annual averages from the Quarterly Census of Employment and
Wages. This program presents employment and wage data for more than 186,000 employers in Wisconsin and
represent our most comprehensive look at industry dynamics. All industries employment in Sheboygan County
increased by 1,035 employees, or 0.6 percent. This growth rate was around half of the state’s employment
growth rate over the same period, suggesting that a number of key industry sectors experienced little or no
growth. This is particularly notable in many of the county’s largest industry sectors. The Education and Health
Services super sector experienced a slight increase in employment while the manufacturing sector increased at a
more rapid pace. The most

Average Annual Wage by Industry Division in 2014 notable numerical employ-
Wisconsin Sheboygan ment growth occurred in the
Average County manufacturing, financial activ-
Annual Average Percent of 1-year % o
Wage Annual Wage Wisconsin  change ities, and trade, transporta-
All industries $ 43,856 $ 43,358 98.9% 3.5% tion and utilities sectors, as
Natural Resources $ 36,156 $29,913 82.7% 4.4% well as in the construction
Construction $ 55,317 $ 50,374 91.1% 1.8% . .
Manufacturing $ 54,365 $ 54,183 99.7% 1.8% industry. The construction
Trade, Transportation & Utilities $37,362 $ 33,760 90.4% 2.4% industry has experienced sig-
Information $62,482 suppressed Not avail. Not avail. .
nificant growth throughout
Financial Activities $61,884 $58,461 94.5% 3.3% & &
Professional & Business Services $ 52,386 $ 38,063 72.7% 11.7% the state as both the residen-
Education & Health $ 44,829 $48,179 107.5% 3.2% tial and commercial sectors
Leisure & Hospitality $ 16,055 $13,150 81.9% 4.9%
Other Services $ 25,847 $17,643 68.3% 7.9% have recovered to near pre-
Public Administration $ 44,462 $42,457 95.5% -1.3% recessionary levels.

Source: WI DWD, Labor Market Information, QCEW, June 2015
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Employment Projections

Bay Area Workforce Development Area Industry Projections, 2012-2022
Brown, Door, Florence, Kewaunee, Manitowoc, Marinette, Menominee, Oconto, Outagamie,
Shawano and Sheboygan Counties

Projected
2012 2022 Change (2012-2022)
Industry Employment Employment Employment Percent
All Industries 323,664 348,446 24,782 8%
Natural Resources 8,255 8,862 607 7%
Construction 10,700 12,705 2,005 19%
Manufacturing 67,700 68,837 1,137 2%
Trade, Transportation, and Utilities 55,602 58,517 2,915 5%
Information 2,879 3,084 205 7%
Financial Activities 16,123 17,420 1,297 8%
Professional and Business Services 27,659 32,241 4,582 17%
Education and Health Services 61,237 69,444 8,207 13%
Leisure and Hospitality 30,300 32,236 1,936 6%
Other Services 8,197 8,691 494 6%
Public Administration 17,188 18,085 897 5%
Self-Employed and Unpaid Family Workers 17,824 18,324 500 3%

Source: Office of Economic Advisors, Wisconsin Department of Workforce Development, September 2015.

Employers in many of Sheboygan County’s industry sectors continue to pay wages that are close to state averag-
es. The county annual average wage of $43,358 is 1.1 percent below the state average and has increased by 3.5
percent over the past year, exceeding the rate of inflation during the same period. It is difficult to ascertain
whether wages have increased over this period among individuals in similar roles or if wages have increased by a
more significant degree due to individuals changing roles either within or between organizations.

The largest difference between Sheboygan County and Wisconsin annual average industry wages can be found in
the Education and Health Services sector where local wages are 7.5 percent higher than the state average. This
difference can be generally accounted for by variations within the industry with a higher share of workers in She-
boygan County working in the Health Services sector as compared to other areas of the state. It is also important
to note that wages in this sector are further influenced by the presence of institutions like Lakeland College.

Our focus now shifts to the consideration of potential future employment trends. The data presented on the next
two pages has been produced as part of the Department’s two-year long-range employment projections cycle.
The current ten-year forecast examines employment over the period between 2012 and 2022 and has been pub-
lished at both the state and Workforce Development Area level. The industry and occupational employment pro-
jections are presented for the eleven-county Bay Area Workforce Development Area. This region includes more
than just the area directly impacted by the Sheboygan County regional economy. Industry employment in She-
boygan County does comprise nearly 18 percent of employment in the region. However, employment and eco-

nomic dynamics are similar enough within all parts of the region to comment on general trends.

Employment across all industries is expected to grow by eight percent over the ten year period, or almost 25,000
workers. This projection only forecasts levels of filled positions rather than potential demand. This further sup-
ports the earlier assertion that the availability of labor throughout the region may be actively constraining em-
ployment growth. As the region’s population continues to age and growth slows this will continue.

The most significant numerical growth is expected in the Education and Health Services (8,207) and Professional
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Employment Projections
Bay Area Workforce Development Area Occupation Projections, 2012-2022

Brown, Door, Florence, Kewaunee, Manitowoc, Marinette, Menominee, Oconto, Outagamie, Shawano and Sheboygan Counties

Employment Average Annual Openings
Change (2012-2022) Due to Median
Due to Replace- Total Annual

Occupation Group 2012 2022 Number Percent| Growth ment Openings Wage

All Occupations 323,664 348,446 24,782 8% 2,689 7,614 10,303 $ 33,670
Management 15,139 16,313 1,174 8% 119 308 427 S 82,570
Business and Financial 13,645 14,838 1,193 9% 122 281 403 $ 53,758
Computer and Mathematical 5,759 6,439 680 12% 70 95 165 S 63,339
Architecture and Engineering 5,364 5,664 300 6% 35 131 166 S 64,071
Life, Physical, and Social Science 3,705 3,979 274 7% 28 123 151 S 50,119
Community and Social Service 3,406 3,731 325 10% 32 80 112 S 37,766
Legal 1,036 1,210 174 17% 17 17 34 S 56,297
Education, Training, and Library 17,164 18,467 1,303 8% 130 371 501 S 44,662
Arts, Entertainment and Media 4,701 5,026 325 7% 38 109 147 S 36,214
Healthcare Practitioners 16,057 19,184 3,127 19% 313 328 641 S 57,592
Healthcare Support 7,988 9,083 1,095 14% 110 152 262 S 28,272
Protective Service 5,844 6,251 407 7% 42 173 215 S 31,062
Food Preparation and Serving 26,386 27,977 1,591 6% 168 987 1,155 S 18,564
Building & Grounds Maintenance 10,267 11,545 1,278 12% 128 210 338 S 22,720
Personal Care and Service 14,154 16,050 1,896 13% 194 277 471 S 21,364
Sales and Related 31,092 32,432 1,340 4% 147 942 1,089 S 24,086
Office and Administrative Support 44,891 47,632 2,741 6% 321 1,028 1,349 S 31,575
Farming, Fishing, and Forestry 3,333 3,531 198 6% 23 89 112 S 32,025
Construction and Extraction 12,254 14,016 1,762 14% 176 196 372 S 45,684
Installation, Maintenance, Repair 12,081 12,941 860 7% 94 273 367 S 42,013
Production 43,393 44,645 1,252 3% 221 864 1,085 $ 35,008
Transportation & Material Moving 26,005 27,492 1,487 6% 160 583 743 S 30,799

Source: Office of Economic Advisors, Wisconsin Department of Workforce Development, September 2015

and Business Services (4,582) industry sectors. This is equal to 13 and 17 percent period growth, rates that are
only eclipsed by anticipated growth in the Construction sector (19 percent).

Growth in a number of other industry sectors is significant with a pair of notable outliers. Public sector employ-
ment is expected to be constrained over the next decade as the workforce in this sector continues to age more

rapidly than the population as a whole. Manufacturing employment is also expected to grow more modestly at
2 percent. This equals anticipated statewide sector growth.

An examination of projected occupational employment growth reveals a possible explanation for the moderate
growth rates anticipated in a number of the region’s largest industry sectors. We first see that the most signifi-
cant occupational growth can be observed in a number of occupational categories largely concentrated in the
Health Services sector, including Healthcare Practitioners, Healthcare Support, and Personal Care and Services
workers. Significant growth is also anticipated in many other occupational sectors, supporting the narrative of
long-range stability in many of the region’s largest industries. The other trend that is also illustrated is that of
labor constraints as openings created due to replacement needs outnumber those generated by new growth by
a factor of three-to-one in most occupation sectors. This suggests that there will be increased importance
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Personal Income

Nominal Change in Inflation-adjusted

2004 Nominal 2004 Per Capita Per Capita Change in Per Capita
Per Capita Personal Income in 2014 Per Capita  Personal Income Personal Income
Personal Income 2014 dollars Personal Income (2004 - 2014) (2004 - 2014)
United States $34,316 $41,709 $46,049 34.2% 10.4%
Wisconsin $33,350 $40,534 $44,186 32.5% 9.0%
Sheboygan County $33,977 $41,297 $46,328 36.4% 12.2%

Source: Bureau of Economic Analysis

placed on the availability and skill sets of young workers entering the region’s workforce.

The final topic to be considered in this profile is that of personal income. It is again important to note that per-
sonal income differs from wage income in that wage income is one component of personal income, but person-
al income also includes secondary income sources such as rental and dividend income and transfer payments.
Sheboygan County’s per capita personal income in 2014 was $46,328, or nearly $2,250 higher than the state
average. This places Sheboygan County in the top ten highest income counties in the state. This measure also

2004 -2014 Change in Per Capita Personal

2014 Per Capita Personal Income . )
Income, Inflation-adjusted

Sheboygan

County »46,328 Sheboygan County 12.2%
Wisconsin $44,186 Wisconsin 9.0%
United States $46,049 United States 10.4%
S0 $20,000 $40,000 $60,000 -10% 0% 10% 20%

Source: Bureau of Economic Analysis

exceeds the national average of $46,049. This differs from income measures observed a decade earlier as both
nominal and inflation-adjusted per capita personal income at the national level exceeded those of Sheboygan
County. Over the course of the decade local income growth has significantly outpaced national growth, resulting
in the reversal noted above. This is attributed to differences in both industry and occupation composition of the
region compared to national averages. Sheboygan County’s manufacturing sector has a larger share of produc-
tion employment and fewer office or technical positions than the manufacturing sector nationally, for example.
This again suggests that the region should continue to enjoy at least a moderate level of economic prosperity

over the next several years.

For More Information:
Jeffrey Sachse
Regional Economist — Bay Area and Fox Valley WDA
Phone: (920) 448-5268 Email: jeff.sachse@dwd.wisconsin.gov
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