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Preface

The Institute for Public Policy and Business Research is pleased to present the midyear update of
its 1994 economic forecast for the United States and Kansas. The forecast was generated with the Kansas
Econometric Model and the Indiana University Econometric Model of the United States. This report
includes an executive summary, an explanation of the assumptions used in making the forecasts, forecasts
for the U.S. and Kansas economies for 1994, and an appendix with detailed quarter by quarter forecasts
for each sector.

The forecast and this report were prepared by Norman Clifford, Research Fellow and director of
the Kansas Econometric Model. The Kansas Econometric Model is a long-term project of the Institute;
Professor Clifford, Professor Mohamed El-Hodiri, Dr. Gary Albrecht and Dr. Robert Glass, among others,
have been instrumental in its development. Professor Donald Lien and Dr. David Rearden have been
responsible for the development of a supporting ARIMA model.
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Executive Summary

The National Economy

Real U.S. GDP grew a surprising 3.0 percent in 1993 by ending the year with 3.0 percent growth
in the third quarter and 7.0 percent growth in the fourth. This strength at the end of 1993 provides a strong
platform for 1994, and our forecast is for GDP to grow 3.6 percent in 1994. This forecast must be
interpreted somewhat carefully, however, since a lot of the growth that is being forecasted has taken place
during the early part of the year. In fact, real GDP grows at less than a two and a half percent rate during
the second half of the year in our forecast, and such modest growth is also a feature of our preliminary
forecast for 1995.

The major reason for the slowdown in the growth of output during the second half of 1994 in our
forecast is a reduction in the forecasted rate of growth in real consumer spending. The burst of growth
that the economy exhibited during the last half of 1993 and the first quarter of 1994 was driven primarily
by surprisingly strong growth in consumer spending. The growth in consumer spending was surprising
because it was far in excess of the rate of growth in real personal income. Obviously such behavior on
the part of consumers cannot last indefinitely, and our forecast reflects this fact in the slowdown in the
growth of real consumer spending at the end of 1994 and into 1995, in spite of the fact that our forecast
is for personal income growth to pickup somewhat in 1994. The forecasted decrease in the rate of growth
in consumer spending and increased rate of growth of personal income is reflected in a forecasted
increase in the personal savings rate. The strongest area of consumer spending in 1994 will be spending
on consumers’ durable goods, although even here activity is expected to cool off considerably during the
second half of the year.

The national economy will also exhibit strength in the areas of business spending on new
equipment and residential investment. Real business investment in new equipment is expected to grow
10.7 percent in 1994, and to be strong during the second half of the year and into 1995. Residential
investment spending is expected to increase 10.5 percent in 1994, also remaining strong during the second
half of the year, but tapering off somewhat in 1995. Real exports are expected to grow 5.2 percent in
1994, actually gaining strength during the second half of the year as the weaker dollar and increased
economic strength in our trading partners begin to take effect.

Civilian employment is expected to grow 2.9 percent in 1994, reducing the U.S. unemployment
rate from 6.8 percent in 1993 to 6.2 percent in 1994. The improved employment picture will contribute
to stronger wage and salary growth and thus to stronger growth in personal income.

In spite of the burst of output growth during the end of 1994, inflationary pressures appear to be

under control. Our forecasted rate of increase in the consumer price index is 2.8 percent in 1994, just



under 1993’s increase of 3.0 percent. As usual, medical costs represent the area of most rapidly increasing
prices, although even in this area the rate of increase should be substantially smaller than it has been in
most recent years.

During the first half of 1994 the federal Reserve Board acted to increase short-term interest rates
four times in four months. As a result, short-term rates have exhibited a significant increase during the
first half of the year. We expect that pace of increase to slow during the second half of the year, based
on the lack of direct evidence of any serious inflationary threat. However, it is possible that the Fed could
see things otherwise, and move toward further significant rate increases, slowing the economy even more

than we have predicted during the second half of the year and into 1995.
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Table 1
The National Forecast--Summary

1990 1991 1992 1993 1994

Real GDP (billions) 4897.3 4861.4 4986.3 5136.1 5320.8
Growth Rate 1.2 -0.7 2.6 3.0 3.6
Rate of Inflation 5.4 42 3.0 3.0 2.8
Civilian Employment

(millions) 117.9 116.9 117.6 119.3 122.5
Growth Rate 5 -9 .6 15 2.9
Unemployment Rate 5.5 6.7 7.4 6.8 6.2
3-Month T-Bill Rate 7.5 54 3.5 3.0 4.0
Nominal Personal

Income (billions) 4673.8 4850.9 51449 5388.3 5737.0
Growth Rate 6.7 3.8 6.1 4.7 6.5
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Our national forecast, summarized in Table 1 above, is based on the following updated
assumptions:

1. The biggest changes in the assumptions underlying our forecast are in the area of monetary
policy. In our previous forecast we characterized monetary policy in terms of short-run interest rates,
which we expected to remain relatively stable and to creep upwards only slightly throughout 1994. In our
current forecast update we take account of the fact that the Federal Reserve Board has increased short-term
interest rates several times during the first five months of the year. Our current assumption is that three



month Treasury bill rates will increase from just above 3 percent during the fourth quarter of 1994 to 4.3
percent by the third quarter of this year and then increase only slightly during the last half of the year.
This assumption is based not only upon the belief that signs of inflation will be sporadic but also on the
belief that financial markets will recognize that there are no inflationary pressures on the horizon. Either
of these beliefs, especially the latter, could be false, in which case we would expect to see the Fed move
short term rates up farther over the second half of the year. Our current forecast has M2 growing only 2.5
percent in 1994, down from the 5.2 percent growth rate of the previous forecast, although we expect the
rate of growth of M2 to be close to 5 percent per year over the second half of the year.

2. The fiscal policy assumptions are also changed from our earlier forecast, when we assumed that
real federal defense spending would decline 4 percent in 1994; we now hold that such spending will
decline about 7.2 percent this year. Similarly, we had assumed that total real federal spending on goods
and services would decline about 2 percent in 1994, while we now believe that the decrease will be closer
to 3.4 percent. The passage of a modest health care bill this year will have no fiscal impacts until 1995.

3. Although our earlier forecast assumed a very modest 1.6 percent increase in the exchange rate
of the dollar® during 1994, we currently assume that the dollar will be weaker, with the exchange rate
averaging about 0.7 percent lower in 1994 than it did last year after falling sharply in the second quarter
of this year. In spite of this, we expect the short-run export situation to be restrained, with real exports
increasing only 5.2 percent in 1994. This weakness should be short-lived, however, and export growth
should pick up substantially in 1995 and beyond.

4. Our assumption that imported oil prices should increase about one percent per year is
unchanged from the previous forecast.

The Kansas Economy

Our forecast for the Kansas Economy is summarized in Table 2, below. The Kansas economy
appears to be somewhat stronger in 1994 than it was in 1993. Our forecast for nonfarm wage and salary
employment growth is 2.1 percent, and for personal income growth is 5.5 percent. Our forecast for the
1994 Kansas unemployment rate is 5.1 percent. Although this is slightly higher than the 1993
unemployment rate of 4.8 percent, the two rates are not comparable because of a difference in the way
that the unemployment rate is measured in the two years.

Among the sectors of the Kansas economy, job growth in the area of durable goods manufacturing
should be stronger in 1994. The number of jobs in this sector decreased 3.3 percent in 1993, largely due
to layoffs in the aircraft manufacturing industry, but is expected to increase 1.5 percent in 1994, as the
rate of job loss in the transportation equipment sector tapers off. Nondurable goods manufacturing jobs
should increasc 1.8 percent, compared to the 1.2 percent increase in jobs in this sector in 1993.
Construction employment should also exhibit strength, increasing 7.0 percent in 1994 after growing 3.4
percent in 1993. The service sector should return to a posture of above average job growth of 4.9 percent,

On the other hand, state and local government employment is expected to grow just 0.3 percent, after



increasing more than 3 percent in both 1992 and 1993.

Stronger personal income growth in 1994 will be driven mostly by increased wage and salary
growth. Wages and salaries are expected to grow 5.2 percent in 1994, compared to just 3.5 percent in
1993. Real personal income, personal income adjusted for inflation, is expected to grow a strong 3.4

percent in 1994 after growing just 1.8 percent in 1993.
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Table 2
The Kansas Forecast--Summary

1990 1991 1992 1993 1994
Civilian Labor
Force (thousands) 1272.0 1267.0 1330.0 1340.0 1338.2
Growth Rate -1.0 -0.4 5.0 0.8 -0.1
Total Employment
(thousands) 1216.0 1211.0 1274.0 1275.4 1269.5
Growth Rate -1.4 -0.4 52 0.1 -0.5
Wage and Salary
Employment (thousands) 1088.5 1095.4 1115.1 1134.6 1158.6
Growth Rate 2.3 0.6 1.8 1.8 2.1
Unemployment Rate 4.4 4.4 4.2 4.8 5.1
Nominal Personal
Income (millions) 43762.8  45553.5 © 48764.3 50966.5 53787.2
Growth Rate 7.9 4.1 7.0 4.5 5.5
Real Personal
Income (millions) 38075.6  37997.4 39360.7 400753 41429.6
Growth Rate 2.6 -0.2 3.6 1.8 34
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Introduction

Despite a more restrictive monetary policy during the first half of 1994 than we had predicted,
a stronger-than-expected second half of 1993 left the U.S. and Kansas economies poised for a reasonably
solid performance in 1994. This additional strength is reflected in our newly revised forecasts for this year.
The U.S. economy will be led by growth in personal consumption expenditures--bolstered by stronger
personal income growth--by growth in business spending on equipment, and by moderate growth in
exports. The economy. will be strong enough to lower the unemployment rate in 1994 without causing any
increase in the rate of inflation.

The Kansas economy also will be stronger than previously expected, with the. most notable
revisions taking the form of increased growth in jobs in the manufacturing sector and an increased rate

of growth of personal income, both driven by stronger wage and salary growth.

The National economy
The national forecast presented below is based on the following major assumptions:’

1. The biggest changes in the assumptions underlying our forecast are in the area of monetary
policy. In our previous forecast we characterized monetary policy in terms of short-run interest rates,
which we expected to remain relatively stable and to creep upwards only slightly throughout 1994. In our
current forecast update we take account of the fact that the Federal Reserve Board has increased short-term
interest rates several times during the first five months of the year. Our current assumption is that three
month Treasury bill rates will increase from just above 3 percent during the fourth quarter of 1994 to 4.3
percent by the third quarter of this year and then increase only slightly during the last half of the year.
This assumption is based not only upon the belief that signs of inflation will be sporadic but also on the
belief that financial markets will recognize that there are no inflationary pressures on the horizon. Either
of these beliefs, especially the latter, could be false, in which case we would expect to see the Fed move
short term rates up farther over the second half of the year. Our current forecast has M2 growing only 2.5
percent in 1994, down from the 5.2 percent growth rate of the previous forecast, although we expect the
rate of growth of M2 to be close to 5 percent per year over the second half of the year.

2. The fiscal policy assumptions are also changed from our earlier forecast, when we assumed that
real federal defense spending would decline 4 percent in 1994; we now hold that such spending will
decline about 7.2 percent this year. Similarly, we had assumed that total real federal spending on goods
and services would decline about 2 percent in 1994, while we now believe that the decrease will be closer
to 3.4 percent. The passage of a modest health care bill this year will have no fiscal impacts until 1995.

3. Although our earlier forecast assumed a very modest 1.6 percent increase in the exchange rate
of the dollar® during 1994, we currently assume that the dollar will be weaker, with the exchange rate
averaging about 0.7 percent lower in 1994 than it did last year after falling sharply in the second quarter
of this year. In spite of this, we expect the short-run export situation to be restrained, with real exports
increasing only 5.2 percent in 1994. This weakness should be short-lived, however, and export growth
should pick up substantially in 1995 and beyond.



4. Our assumption that imported oil prices should increase about one percent per year is
unchanged from the previous forecast.

The most dramatic new data on the performance of the U.S. economy was the 7 percent rate of
growth of real output in the final quarter of 1993. That strong quarter was sandwiched between two solid
quarters of 3.0 percent output growth in the third quarter of 1993 and 3.4 percent in the first quarter of
1994. Building on these three strong quarters of growth, U.S. real GDP grew 3.0 percent in 1993, and is
now expected to grow 3.6 percent in 1994. Our forecast for real GDP growth is shown in Figure 1. As
that figure clearly indicates, the 3.6 percent output growth forecasted for 1994 is a direct result of the
strong boost that the economy got at the end of 1993. In fact, the forecasted rate of growth for the last
three quarters of 1994 is below 3 percent, and below 2.5 percent for the last half of the year. Thus, the
interpretation of strength that would be indicated by a 3.6 percent growth rate for the year must be
tempered by the realization that much of that growth is already behind us.

Real GDP Growth
1990 - 1994

Percent Change
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The main reason for the slowdown that is expected during the second half of 1994 is a reduction
in the rate of growth of consumer spending. Strong growth in consumer spending was the major reason
for the robust growth of the U.S. economy during the last half of 1993 and the beginning of 1994. That
spending growth, however, occurred in spite of lackluster increases in personal income. Clearly such a
phenomenon must be short-run in nature, and our forecast takes account of that necessity; as consumer
spending growth slows during the last half of 1994, output growth slows as well. This situation looks as
though it will continue into 1995, with real GDP growth only a little above 2 percent next year.

Contributions to Real GDP Growth
Sector Growth

GDP+
Consumption -
Bus. Fixed Inv.-
Exports-
Imports -

T

Government-

Chng. Bus. Inv.-

L

Residential Inv.-

-2 -1 0 1 2 3 4
Percent of GDP

Figure 2

Our forecast for the contributions of each sector to the overall growth rate of the economy is
shown in Figure 2. The length of each bar in the figure represents the rate at which GDP would grow if
that sector grew at its forecasted rate while output in all other sectors remained constant. Just as in our
earlier forecast, consumption, business fixed investment, and exports will contribute the most to GDP
growth in 1994, with consumption spending contributing by far the largest fraction. Nevertheless, it is

important to keep in mind that, as was pointed out above, the strong consumption growth predicted for
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1994 is mainly the result of the high level of consumption spending at the end. of 1993 and in the first
quarter of 1994; growth in consumption spending is expected to be much weaker during the second half
of 1994 and into 1995.

Within the area of consumer spending, consumer spending on durable goods is expected to

continue its strong post-recession performance of 7.3 percent growth in 1993 with a slightly stronger 7.5

U.S. Nominal Personal Income Growth
1990 - 1994

Percent Change
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forecast
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Figure 3

percent growth in 1994, The additional strength for 1994 arises mostly from a robust 6.1 percent forecast
of growth in new car sales. Further evidence of the strength of the durable goods area comes from the 11
percent increase in real purchases of furniture and household equipment in 1993; such purchases are
expected to remain strong in 1994, growing 6.3 percent. Once again, however, it is important to keep sight
of the fact that much of the growth that accounts for the strong 1994 forecast has already taken place; so

much so, in fact, that growth in real consumer spending on durable goods is expected to be at less than



a 2 percent annual rate during the second half of the year, and such modest growth rates are expected to
characterize 1995 as well. Although consumer spending on non-durable goods and on services in 1994
are not expected to match the rate of growth of spending on durable goods, both are expected to grow,
at 3.0 and 3.2 percent respectively, exceeding the estimates given in our earlier forecast. The growth rates
in these categories are likewise expected to slow somewhat during the last half of 1994 and 1995.

The second major contributor to GDP growth in 1994 is business fixed investment. Real spending
in this sector increased 11.8 percent in 1993 and is now forecasted to increase 10.7 percent in 1994. As
in our earlier forecast, the increase is concentrated in equipment purchases, with real business spending
on structures’ growing only 0.6 percent in 1993 and having a predicted 2.2 percent decline in"1994.
Residential investment spending, on the other hand, is expected to remain robust, with a predicted 10.5
percent 1994 growth rate topping a strong 8.7 percent real increase in 1993. Unlike consumer spending,
growth in both business spending on new equipment and residential spending are expected to remain
strong throughout 1994, with the strength in business spending on equipment extending through 1995.
Residential investment spending growth, however, should taper off somewhat next year.

The weaker dollar and increased economic strength among some of our trading partners will lead
to stronger export growth during the latter part of the year. Real exports are expected to grow 5.2 percent
this year, up somewhat from their 3.5 percent growth in 1993. However, unlike consumer spending, export
growth is expected to be strongest during the second half of the year, averaging over 6.5 percent growth
at annual rates, and to be even stronger in 1995. The expectation of significantly stronger growth of
consumer spending leads to an upward revision in the expected rate of growth of imports; we now expect
real imports to grow 9.5 percent for the year, although just as with consumer spending, the fastest growth
will have been during the early part of the year. This increased rate of growth imports, coupled with the
5.2 percent increase expected for real exports, implies a moderate worsening of the trade balance’ for the
year.

The quarterly pattemn of forecasted personal income growth is shown in Figure 3 and represents
a somewhat stronger pattern than we had earlier forecasted. Nominal personal income grew only 4.7
percent in 1993, but is expected to increase 6.5 percent in 1994. Just as slow growth in wage and salary
disbursements, (3.6 percent) accounted for much of the lackluster personal income growth in 1993, more
robust growth in wage and salary disbursements (6.4 percent) accounts for much of the increased personal
income growth predicted for 1994. One consequence of this stronger forecasted growth is that our
prediction of the personal savings rate is revised upwards: we now expect the rate to remain above 4

percent in 1994,



In our earlier forecast we predicted weak personal income growth in 1994 partly based on a
forecast of continued modest increase in employment; in fact, our forecast for employment growth for
1994 led to a prediction that the unemployment rate would not decline this year. Our revised forecast is
for stronger employment growth this year, with civilian employment growing 2.9 percent and nonfarm
wage and salary employment growing 2.2 percent. As a result, we now expect the unemployment rate to
decline from 6.8 percent in 1993 to 6.2 percent in 1994. This is in spite of the fact that the way in which
unemployment is measured has been changed for 1994, and this change in measurement appears to make
the unemployment rate slightly larger than it would have been under the old measure. Thus, the reduction

in the unemployment rate for 1994 appears to be significant.

Inflation Rate
Consumer Price Index

Percent Change
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Figure 4

The revised forecast for the inflation rate is shown in Figure 4. In spite of the fact that the
economy in general looks stronger than it did in our previous forecast, inflationary pressures appear to be,
if anything, slightly weaker than they appeared earlier. The current prediction is for the rate of inflation,

as measured by the rate of change of the consumer price index, to be slightly lower at 2.8 percent in 1994
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than it was at 3.0 percent in 1993. The most rapidly increasing prices are still expected in the area of

medical care, but they are nevertheless predicted to increase a relatively modest 4.3 percent.

Interest Rates
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Our forecast for selected interest rates is shown in Figure 5. During the first half of 1994 the Fed
raised short-term interest rates four times in four months, causing one of the biggest revisions in the
forecast. In our earlier forecast we had the three month Treasury bill rate remaining stable throughout
1994, ending the year about three-tenths of a percentage point higher than it began. As things have
developed, the Fed has been much more sensitive to the possibility of inflation than we anticipated, and,
in spite of very modest signs of inflation that were consistent with our earlier forecasts of inflationary
pressures, has moved to increase rates significantly. Figure 5 illustrates the big jump in short-term rates
that we have seen over the first half of the year, as well as the more moderate increases that are predicted
over the second half of the year. We feel that these increases are consistent with the kinds of moderate

growth in output, employment, and prices that we are forecasting, but it is clearly possible that the Fed
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will interpret the data differently and pursue a more restrictive monetary policy; if so, economic growth

could be slower than we have predicted during the second half of the year.

Kansas Forecast

Our updated forecast for Kansas also suggests a slightly stronger economy than we previously
predicted; forecasted growth in both jobs and total personal income in 1994 is higher than in our previous
forecast. We expect the number of jobs in Kansas, as measured by nonfarm wage and salary employment,*
to increase 2.1 percent this year, significantly above our earlier forecast of 1.0 percent, and personal
income to increase 5.5 percent, compared to 4.9 percent in our previous forecast. One must exercise
caution, however, when interpreting the rate of job growth forecast, since both part-time and a full-time
jobs count as one job in the measurement. In order to interpret the job growth numbers one would
ordinarily look at the growth of the number of people who are employed, as measured by total civilian
employment. For example, in 1993 jobs in Kansas grew 1.8 percent, while the number of people employed
grew only 0.1 percent, suggesting that there was a big increase in part-time jobs, as well as a decrease in
self-employment. For 1994, we have an even more extreme discrepancy, with civilian employment
expected to decline by 0.5 percent. However, the question of interpreting the job increase and employment
decrease forecasted for 1994 is complicated by the fact that the operational definitions used in the
measurement of civilian employment were changed at the beginning of the year, so that civilian
employment as measured in 1994 cannot be compared to civilian employment as measured in 1993. This
problem also arises when comparing the unemployment rate forecast for 1994 to the 1993 rate, since the
change in definitions also affected the measurement of the unemployment rate. Although our forecast for
the unemployment rate in 1994 is 5.1 percent, somewhat above 1993, the increase should be interpreted
as our best projection of how the new definition will affect the measurement of the unemployment rate
rather than as a prediction of a deteriorating economy.

Our revised forecast of the job growth in the sectors of the Kansas economy is presented in Table
3. Compared to our earlier forecasts, the forecasts in Table 3 represent higher job growth in nearly every
sector. Especially notable is the stronger forecast for job growth in the manufacturing sector. We now
expect an increase in jobs (1.5 percent) in the durable goods manufacturing sector, in spite of the lingering
effects of layoffs in the transportation equipment sector, where employment is expected to decline a further
3.4 percent this year. Furthermore, we expect employment in the nondurable goods manufacturing sector
to increase 1.8 percent, up from 0.9 percent in our earlier forecast. Other sectors that are expected to
provide significantly higher rates of job growth than in our earlier forecast are mining, construction, and

services.
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Table 3
Kansas Employment Growth Breakdown

1992 1993 1994
Mining -8.1 -7.6 4.0
Construction 6.7 3.4 7.0
Durable Goods Manufacturing -2.0 -3.2 1.5
Nondurable Goods Manufacturing 0.0 1.2 1.8
Transportation and Utilities -0.7 1.2 4.5
Wholesale Trade 0.8 1.8 -34
Retail Trade 1.3 2.5 L2
Finance, Insurance and Real Estate -0.8 0.7 1.2
Services 4.2 2.8 4.9
State and Local Government 34 3.5 0.3
Federal Government 2.0 -1.6 1.2
Farm -3.8 -4.3 74

B e e S ——
The revised forecast for personal income is shown in Table 4 and includes higher personal income
growth in 1993, which is now actual data rather than a forecast, and 1994. As we had predicted earlier,
wage and salary growth lagged total personal income growth in 1993, partly due to the loss of high paying
jobs in the trzinspoxmtion equipment sector of durable goods manufacturing. In 1994, however, wages and
salaries are predicted to grow at essentially the same rate as personal income, indicating that there will

be significantly less substitution of low paying jobs for higher paying ones than in 1993. Real personal
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Table 4
Kansas Personal Income Growth Breakdown

1992 1993 1994

Personal Income - Nominal 7.0 4.5 3.9
Wages and Salaries 7.0 3.5 5.2
Nonfarm Proprietors’ Income 9.4 5.8 T2
Farm Proprietors’ Income 33.2 4.5 6.8
Dividends Interest and Rent -0.2 3.8 4.3
Personal Contributions for

Social Insurance 5.6 5.9 6.7
Transfer Payments 10.7 6.9 6.0
Other Labor Income 9.4 8.5 9.7

\

income, personal income adjusted for inflation, is predicted to grow 3.4 percent in 1994, after growing

1.8 percent in 1993.

Conclusion

Our revised forecast for both the United states and Kansas suggests a slightly stronger economy
in 1994 than we had predicted in our earlier forecast. One major difference between the earlier forecast
and this one is the inclusion of the now historical fact that the Federal Reserve Board increased short-term
interest rates several times during the first half of the year, in spite of the fact that direct signs of
increasing inflation appeared to be non-existent at the time that the actions were taken. The Fed is,
apparently, using some sort of indirect signals, such as the rate of job growth or the unemployment rate,
as indications of a potential acceleration in inflation, even though actual increases in inflation are hard to
detect. If this is so, predicting the Fed's behavior becomes an even more risky venture, and it is not

impossible that the Fed will continue to find signs of inflationary potential and thus continue to raise

14



short-run rates throughout the rest of the year. If so, the U.S. and Kansas economies could show somewhat
less strength than we have predicted over the second half of the year,
continuing well into 1995,

with the dampening effects
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Footnotes

1. The forecasts for the national economy are produced by the Econometric Model of the United States
developed at the Center for Econometric Model Research at the University of Indiana, using assumptions
generated at the Institute. The directors of the CEMR are R. Jeffery Green and Morton J. Marcus. The
Kansas forecasts are produced by the Kansas Econometric Model, which is a product of the Institute for
Public Policy and Business Research.

2. Trade weighted average of the dollar’s exchange rate.

3. National Income and Product Accounts basis.

4. Employment refers to total number of Kansas residents employed in civilian (including nonmilitary -
government) jobs. Nonfarm wage and salary employment refers to total nonfarm civilian (including
nonmilitary government) jobs in Kansas. Thus, to go from nonfarm wage and salary employment to

employment, one must correct for farm employment, Kansans who have more than one job, Kansans who
work out of state, and non-Kansas residents who work in Kansas.
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