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The painful truth about Indiana’s 15-year growth trend is

that while the state isn’t at the bottom in economic growth, it

is being bested in its number one area, manufacturing, by a

number of states, mostly in the West. 

Oregon has displaced Indiana as the number one state for

manufacturing output per capita (or per resident) for each of

the past three years, 1999-2001, in which statistics are available.

In 2001, Oregon manufacturing totaled $13,800 per capita

compared to $8,800 in Indiana. Indiana had held the number

one slot for a five-year stretch, 1993-1998, beating out earlier

stalwarts Michigan, Delaware and even North Carolina. Oregon,

New Mexico and Arizona’s growth in manufacturing output

per manufacturing worker (a slightly different measure) during

the past seven years has been nothing short of spectacular. 

Oregon’s manufacturing productivity has gone from being

two-thirds of Indiana’s to being 60% more in the 1986-2001

period, as measured in constant 1996 dollars. In total dollars,

Indiana output was three times Oregon’s in 1986. Today, it is

only 12% more, despite the overall 74% growth in total output. 

Coming up short
Compared to other states, it is fair to say that Indiana’s

manufacturing investment and output have lost significant

momentum. The state rank compared to other states in per

capital manufacturing output growth from 1994 to 2001 (12.7%)

is only 23rd. The only positive aspect is that the state bested

all its Midwest neighbors except for Wisconsin. 

These trends have been building for several years. The data

does not include the 2002 and 2003 plant closings and layoffs

Indiana has experienced. The top question, however, is what’s

happening in Oregon, New Mexico, Arizona and even Idaho

that puts these states at the top of the growth charts. 

In two words, chip fabrication. Or term it computer hardware

components. Or simply Intel. 

A search of newspaper headlines from 1985 to 2001 (using

the Business Research Center’s Dow Jones Factiva database) for

Arizona, Oregon and New Mexico showed huge investments

in plants for making computer chips and electronics hardware.

The interesting thing about Intel in New Mexico is that the company

has had a difficult time coming up with enough water to run

its plant. Making computer chips and making steel from ore

have much in common. They both take lots of water. 

Positive developments
Is all lost? I say no. Durable goods

manufacturing is actually growing as

a share of the economy nationally, as

well as in Indiana. The shock of plant

closings and layoffs is difficult to take,

but both are generally considered to

be lagging indicators, occurring even

after the economy is on the mend. 

Why dwell on manufacturing?

Because from 1994 to 2001, the U.S.

durable goods manufacturing output growth was 51%, nearly

twice the 30% national average of all industry growth. Overall

manufacturing, including non-durables, is also growing. Indiana’s

manufacturing sector was 30% of our total state economy in

2001 compared to 28% in 1986; the national share has gone

to 16.5% from 16%. 

Durable goods manufacturing actually increased from 8.6%

of U.S. output in 1986 to 10.6% in 2001, with Indiana’s share

growing from 18.3% to 22.2% of state output. Thus, it doesn’t

appear that manufacturing is falling off a cliff, even during this

recent downturn. Nationally, industrial machinery output

more than doubled from 1994 to 2001, while electronic and

other electric equipment output more than tripled, up 225%

(a 100% increase is a doubling of output). 

In comparison, services of all kinds were up 37% nationally

and 27% in Indiana during the 15-year period. Services are growing,

but few sectors exceed the recent growth in high-technology

manufactured goods. Indiana must strive to improve its manufacturing

output per worker from its middling 19th rank to a loftier

level that a true high-tech manufacturing state would enjoy.

Is Indiana’s manufacturing economy growing?
By Cindy Monnier
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