
1

The National Economy
Fourth quarter 2012 GDP growth has been 

revised from -0.1 percent to +0.4 percent. This deep 
slowdown was followed by sluggish, but positive 
growth in first quarter 2013, with GDP rising 2.5 
percent—about half coming from inventory stock 
adjustments. Significant volatility in the national 
income contributed to the difficulty in discerning 
trends from recent quarterly data. Large declines in 
military spending, followed by the inventory surge 
(which will no doubt be followed by sequester-
related cutbacks in the second quarter) mask an 
underlying signal of the direction of the economy 
from GDP growth. 

A less volatile signal of the economy, personal 
income, suggests a quickly slowing economy. 
Personal income surged in fourth quarter 2012 as 
a consequence of dividend payouts in advance of 
expected tax changes in 2013 (actual year). Figure 
1 illustrates both the quarterly and annual percent 
change in real personal income. 

Consumer spending has remained positive, but 
in the first quarter has advanced on a draw down 
in the personal savings rate, which accounted for 
roughly half of consumer spending growth in the 
first quarter. Declining factory orders in March 
and a continued weakness in the overall European 
economy continues to darken the national outlook. 
In the one undeniable bright spot, the U.S. stock 
markets are in the midst of a remarkably bullish 
period. However, it is difficult to determine how 
much equity market growth is fueled by the growing 
likelihood of continued quantitative easing by the 
Federal Reserve. 

Labor Markets
National employment growth continues to 

languish. Labor market participation rates have 
returned to levels not seen since the late 1970s, and 
the overall share of the population that is working 
has remained effectively unchanged since 2010. 
Moreover, a remarkable shift in employment dynam-
ics continues to dominate the U.S. economy. Since 
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National economic data continues to send unusually mixed signals regarding the short-
run vitality of the U.S. economy and labor markets remain weak for those without 
four-year college degrees. 
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Figure 2. Cumulative Job Growth by Educational 
Level, June 2009–April 2013

Figure 1. Real Personal Income, Fourth Quarter 
2007–First Quarter 2013

-20%

-10%

0%

10%

20%

Annual Percent Change

Quarterly Percent Change

2013201220112010200920082007 -5,000

-4,000

-3,000

-2,000

-1,000

0

1,000

2,000

3,000

4,000

5,000

Bachelor’s degree or higher
Associate degree or some college
High school diploma
Less than high school diploma

20132012201120102009

Source: Bureau of Economic Analysis Source: Bureau of Labor Statistics



2

the last month of the Great Recession, in June 2009, cumulative 
employment for those workers without a four-year college degree 
has declined by 688,000 jobs. In contrast, jobs for college graduates 
have risen by 4.1 million since the end of the Great Recession. This 
remarkable polarization of job opportunities in the United States 
paints a grim picture for overall recovery. See Figure 2. 

Moreover, the dynamics regarding full and part time employment 
suggest that the grim data from Figure 2 paints too rosy a picture of 
labor market conditions. At the start of the recession, the number 
of full-time jobs for each part-time worker who wants but cannot 
obtain a full-time job due to economic conditions was 26.4. That 
number plummeted during the recession, but has largely held steady 
since that time at fewer than 15 full-time jobs for each part-time 
worker. See Figure 3.

Indiana has fared better than the nation since the end of the Great 
Recession, with cumulative employment growth since June 2009 
at 23,329 jobs. Still, Indiana’s recessionary experience was difficult, 
and Hoosiers now hold 202,000 fewer jobs than at the start of the 
Great Recession in December 2007. See Figure 4. 

 Projection Through 2013
We anticipate that national and state labor markets will con-

tinue to perform poorly through the remained part of 2013. While 
top-line figures of unemployment rate and total jobs are expected 
to improve, the composition of new jobs will remain as it has over 

the past year. Employment opportunities for college graduates will 
continue to expand, but the share of part-time employment will 
also grow. Moreover, there is some evidence that impending changes 
associated with the Affordable Care Act will continue to encourage 
the bifurcation of labor markets that we have seen in recent months. 
Health care costs are largely fixed across workers. So, as a share of 
total labor costs, changes to ACA have little effect on the hiring 
or retention of high-income workers. These workers already have 
health insurance, and it is often a small share of their total employ-
ment costs. Uncertainty regarding the ACA will likely contribute to 
weaker employment growth nationally and in Indiana. 

GDP growth is likely to continue at a positive but very low level, 
and will be sensitive to any sudden shift in European economic 
performance. This weakness in economic growth also makes the 
economy more susceptible to shocks, such as a more general conflict 
in the Middle East or a significant financial shock to a European 
Union nation. As a consequence, the remainder of 2013 will be one 
of disappointing economic performance at best. Recessionary-level 
changes to personal income and an extension of Europe’s economy 
wide recession continues to place strong recessionary pressures on 
the U.S. economy. 

Note: * NBER recession period: December 2007–June 2009

Source: Bureau of Labor Statistics

Note: * Part-time for economic reasons—could only find part-time work

Source: Bureau of Labor Statistics

Figure 3. Full-Time Jobs for Each Part-Time* Worker, 
December 2007–April 2013

Figure 4. Cumulative Job Growth in Indiana Since the End of 
the Great Recession*, June 2009–March 2013
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