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EXECUTIVE SUMMARY

The State of Working Iowa 2011
By Noga O’Connor, Colin Gordon and Peter S. Fisher
Each fall, we mark Labor Day with a report on the recent experience of working Iowans and their
families. The State of Working Iowa 2011 examines key trends in wages, job growth, and job quality —
with particular attention to the impact of the 2007 recession, and the pace of recovery. While Iowa (as
other states with limited exposure to the housing bubble) was spared the worst ravages of the recession,
its impact was nevertheless significant — and the recovery has been painfully slow.
Our key findings:
• Iowa’s unemployment rate peaked at 6.2 percent in late 2010 (nearly 4 percentage points below
the national peak), but this understates the impact of the recession both for Iowa and the nation:
The rate of underemployment in Iowa (taking into account those who have stopped looking and
those who are working less than they would like) rose to 11.6 percent and the rate of long-term
unemployment (the share of the unemployed out of work for six months or longer) nearly tripled
to over 33 percent.
• Even 17 months into the Iowa recovery the state faces a substantial jobs deficit: We need 72,600
jobs to get back to the employment levels of early 2008. To erase this deficit and keep up with
Iowa’s population growth, we will need to add 3,000 new jobs a month for the next three years.
By any measure, this will be the longest recovery in Iowa’s modern history.
• The damage is compounded by the fact that we have not lost (or gained) jobs evenly across the
economy. Recessionary losses were concentrated in sectors offering good jobs — those paying
higher wages and offering job-based health insurance at higher rates. And recovery gains have,
by and large, come in lower-wage sectors. The average annual pay (2010 figures) for jobs lost
during the recession was $38,850; the average annual pay for jobs added during the recovery is
more than $5,000 less — only $32,990.
• Wage growth slowed to a crawl during the recession; indeed Iowa wages for low-wage, median
and high-wage workers were all lower in real dollars (adjusted for inflation) in 2010 than they
were a decade earlier — a record matched by only two other states.
• This wage stagnation has fallen unevenly across Iowa’s population. Especially hard hit have
been the earnings and employment prospects of men.
• The recession, in turn, struck hard: The greatest increases in unemployment and
underemployment were felt by men, the middle (25-54) age cohort, and those with a high school
education but less than a four-year college degree.
Our policy recommendations are straightforward and pragmatic. As wages and job quality slip, it is
more important than ever that we buttress the “floor” of the economy with strong wage and work
supports (an indexed minimum wage is one recommendation). And, as competition for new investment
grows keener, it is more important than ever that we sustain the long-term investments (education,
infrastructure) that are proven to attract and retain private employment.
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The State of Working Iowa 2011
By Noga O’Connor, Colin Gordon and Peter S. Fisher
Introduction
The State of Working Iowa 2011 examines our recent economic experience from the perspective of
working Iowans and their families. This report uses the latest available data (drawn from a range of state
and federal sources) to assess the economic fortunes and prospects of working Iowans — against our
own recent history, against the performance of our Midwestern peers, and against national trends. Of
particular interest, as we mark Labor Day 2011, is how Iowans have fared across the business cycle that
began with the onset of the national recession in late 2007.
The story, in most respects, is grimly familiar. The collapse of the housing bubble in mid-2007 brought
with it a credit crisis and a dramatic decline in the demand for goods and services, and pulled the whole
economy into recession by the end of the year. The national unemployment rate grew steadily over the
next two years, peaking at just over 10 percent in October 2009. Two years into the “recovery,”
unemployment sits at 9.1 percent — indeed, the last time we saw an unemployment rate under 8 percent,
Justin Bieber was an unknown Canadian schoolboy and Rod Blagojevich was the Governor of Illinois.
As bad as these numbers are, they understate the recession’s
full toll on working families. While roughly one in 10
workers were out of work at each monthly snapshot of the
unemployment rate, one in six were out of work at some
point in 2009.1 As of June, the number of Americans
unemployed for more than six months stood at 6.3 million —
up from only 1.1 million four years ago.2 The unemployment
rate is much higher for those under 25, for minorities and for
those without a high school diploma. The ratio of
unemployed workers to job openings has been stuck at better
than 4-to-1 (it was 4.5-to-1 in June 2011) for 2 1/2 years (it
stood at 1.1-to-1 in December 2000 and peaked at 2.8-to-1 in
the last recession).3 We have seen dramatic declines in laborforce participation in the last year — indeed the
unemployment rate (which only counts those actively looking
for work) has improved slightly over that time not because
people have found jobs, but because they have stopped
looking. Many still in the labor force have faced pay cuts or
shortened hours. Wage growth has flattened. 4

Comparing recession timelines
Based on Iowa’s job numbers, the Iowa
recession started about six months after
the national recession (May 2008 vs.
December 2007), and ended about six
months after the official start of the
national recovery (December 2009 vs.
June 2009).
We use both national and state data, and
try to stay true to the appropriate
timeline in each case — using the state
timeline for Iowa-specific data, and the
national timeline for national data and
for comparisons of national and state
data. When using annual averages, we
used 2007 as a pre-recession benchmark
in both cases, and 2010 as the last
available post-recession data.

While Iowa was spared the brunt of these trends, we can take little solace in the fact that our recession
arrived later and did not hit quite as hard. By most measures, such as job quality and wages, Iowa was in

worse shape than most prior to the recession. Our recovery, as in most of the country, has been slow —
and slower still to deliver any real relief to working families.
The Jobs Crisis
The recession (and recovery) hit different states in different ways. Recessionary job losses were starkest
in those states most exposed to the housing bubble (Florida, Arizona, Nevada, California) and in those
most invested in motor vehicle production (Michigan, Indiana), a sector dependent upon both stable
consumer demand and easy consumer credit. By contrast, the recession was dampened in states whose
economies were relatively strong in oil (Texas), or high-end business and technical services (Virginia,
Washington, D.C., Maryland), or (to a lesser degree) commodity agriculture. For Iowa, a state with little
exposure to the housing bubble and little reliance on exportable energy or high-tech industry, the
recession would arrive a little later and with a little less force.
A comparison of Iowa to the regional and national averages, on a host of indicators, illuminates these
differences.
Unemployment — The national unemployment rate rose from 4.6 percent in 2007 to 9.6 percent in

2010 (peaking at 10.1 percent in October 2010 — a spike of better than 5 percentage points). The Iowa
rate rose from 3.7 percent in 2007 to 6.2 percent in late 2010, an increase of only 2.4 percentage points.
Note, in Figure 1 (below) how the distance between the Iowa line and the national line widens between
2008 and 2009. During that most difficult year of the recession, when the nation and the region suffered
its greatest impact, the impact on Iowa’s unemployment was considerably milder. As with the national
rate, Iowa’s unemployment rate has remained stubbornly near its peak through the recovery. In 2010,
Iowa’s annual unemployment rate was ranked fifth lowest in the nation.5
Figure 1. Annual Unemployment Rate Rose Less in Iowa than in the Country or Region

Source: Economic Policy Institute (EPI)/Iowa Policy Project (IPP) analysis of Current Population Survey data.
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Underemployment — Perhaps a better indicator of the health of the economy is that of

underemployment. This is a more comprehensive measure of the labor market’s weakness, adding
together three groups: unemployed workers (those who have actively been looking for work in the last
four weeks), discouraged workers (those who want and are available for work, but have given up
actively looking), and involuntary part-time workers (those who want to work full time, but are forced to
settle for reduced hours).* As Figure 2 demonstrates, the changes between 2007 and 2010 are more
dramatic than they are for unemployment (Figure 1) alone. Underemployment in 2010 peaked at 16.7
percent nationally, twice as high as its 2007 rate of 8.3 percent. Iowa, again, was not affected as deeply
as the nation and the region, and experienced a milder change, from 7 percent in 2007 to 11.6 percent in
2010. Compared to other states, Iowa ranked sixth lowest nationally in underemployment in 2010.6
Both figures demonstrate the scale of the 2007 recession in relation to that of 2001. The 2001 “hump” in
both is noticeably smaller than the 2007 increases in unemployment and underemployment.
Figure 2. Underemployment Has Soared as a Percent of the Labor Force

Source: EPI/IPP analysis of Current Population Survey data.

When unemployed workers have been looking for work for more than six months, they qualify as longterm unemployed. In this case, Iowa has been affected much as the rest of the nation. The rate of the
long-term unemployed as a portion of all unemployed workers grew by two and a half times, both
nationally and in Iowa. Nationally, the rate went from 17.6 percent in 2007 to 43.3 percent in 2010, and
in Iowa it went from 13.6 percent in 2007 to 33.5 percent in 2010. The parallel lines in Figure 3
demonstrate this trend. Although Iowa had a more auspicious starting point, resulting with a better end
point in 2010, the magnitude of the effect was the same locally and nationally.

*

A fourth group, those who have had to settle for employment below their skill or experience level, is not being currently
tracked by the census, but could potentially raise the graphed lines even higher.
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Figure 3. A Much Larger Share of Unemployed Workers is Now Long-Term Unemployed*

* Iowa data only available from 2002. Source: EPI/IPP analysis of Current Population Survey data.
Jobs and Industries
As we turn our attention from employment rates to the jobs themselves, we are presented with a similar
picture — dramatic recessionary losses followed by meager recovery. But we also get a better sense of
where (across the state and across the economy) those jobs were lost, and where they are coming back.
Figure 4. Nonfarm Jobs Still Well below Pre-Recession Level

Source: EPI/IPP analysis of Current Employment Statistics survey data.

From the Iowa total nonfarm jobs peak of May 2008 to the low point of the Iowa recession in December
2009, the state lost 64,800 jobs. Since that point, we have added only 24,400 jobs. This net loss of
40,400 jobs understates the real jobs deficit: Given the growth in Iowa’s working-age population over
4

that span, we are actually 72,600 jobs short of real recovery (see Figure 5). To keep up with population
growth, the state would have to add 3,000 jobs every month for the next three years, while in the last 12
months the state only added an average of 1,500 new jobs each month. Even at the 2011 average rate of
2,700 new jobs every month, it would take Iowa 44 months to keep up with its population growth.
Figure 5. Iowa Jobs Well Below Population Growth

Source: EPI/IPP analysis of Current Employment Statistics and Local Area Unemployment Statistics data.

The scale and damage of the 2007 recession is underscored if we compare it to our last three recessions.
Figure 6 shows the rate of job loss in each recession and the number of months required each time to
fully recover the lost jobs (with the exception of the January 1980 recession, which was eclipsed by the
July 1981 downturn before lost jobs could recover). The figure demonstrates the prolonged nature of the
current job loss: Even though the recession officially ended more than two years ago, recovery in the
labor market is likely to be the longest in Iowa history. We still are missing 3 percent of pre-recession
jobs, 44 months from the start of the recession.
Figure 6. Recovery from 2007 Recession is Slower than Past Recoveries

Source: EPI/IPP analysis of Current Employment Statistics survey data.
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The recession has hit some industries harder than others, and states with a heavy dependence on the
hardest-hit industries might be expected to have suffered the largest job losses. As Figure 7 illustrates,
the Iowa economy mirrors the national economy in most respects. There are two clear departures: A
smaller share of Iowa employment is found in professional and business services, and a considerably
larger share in manufacturing.
Figure 7. Relative Importance of Economic Sectors in Iowa and the U.S., 2007

Source: EPI/IPP analysis of Current Employment Statistics survey data.

Nationally, the construction industry lost the largest share of jobs between 2007 and 2010 — over one in
four jobs disappeared (see Figure 8). Manufacturing and information were also hard hit. Iowa was
helped by the fact that we were much less dependent on construction jobs than the country as a whole,
and we lost a much smaller percentage of those jobs — while the nation lost 28 percent of construction
jobs, Iowa only lost 15 percent — in large part no doubt due to the lesser impact of the housing crisis
here. While Iowa is more dependent on manufacturing jobs than the nation (15 rather than 10 percent of
employment), the Iowa manufacturing sector suffered a smaller percentage job loss.
6

Figure 8. Three Iowa Job Sectors Show Gains, 2007-2010

Source: EPI/IPP analysis of Current Employment Statistics survey data.

Iowa’s Information sector was hit harder than that of the nation, but accounts for a small share of total
jobs. And while the nation lost 7 percent of professional and business services jobs and 8 percent of
financial activities jobs, Iowa experienced no change in the former and only a 1 percent drop in the
latter. Thus the Iowa labor market was hit less hard by the recession both because we were less
dependent on jobs in the hardest-hit sector (construction) and because we simply suffered smaller job
losses almost across the board, in all but two sectors.
Loss of Job Quality
As we cycle through recession and recovery, some sectors are hit harder than others and some recover
more slowly than others. This reflects the causes and character of the recession (the housing bust, for
example, hit construction especially hard), the political response (state government, for example, lost
jobs during both recession and recovery), and background patterns of economic change. Jobs added on
the upside of the business cycle, in other words, are not necessarily the same as those lost on the
downside. If those “recovery” jobs are of lesser quality (lower wage, fewer benefits) than those lost
during the recession, the impact is magnified: We have fewer jobs and the jobs we do have are less
likely to be good jobs.
This is exactly what has happened, in Iowa and the nation, over the last four years. During the national
recession, jobs were lost across the economy — but especially in “mid-wage” occupations (those
earning between $13.53 and $20.66/hour).† This middle third of the occupational spectrum accounted
for nearly two-thirds (60 percent) of all recessionary job losses; the low-wage third (those earning under
$13.52/hour) accounted for 21.3 percent of job losses; and the high-wage third (those earning over
†

Based on median hourly earnings in 366 occupations, collapsed into three equal thirds.
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$20.67/hour) accounted for 18.7 percent. During the recovery, by contrast, low-wage occupations have
accounted for almost all job growth — led by retail salespeople, clerks and food preparation workers.7
Another look at sectoral performance in Iowa confirms this pattern. Figure 9 shows job gains and losses,
by industry, in Iowa. The red bars show job losses (and scattered gains) during the Iowa recession (May
2008-December 2009); the blue bars show job gains (and some continued losses) during the recovery
(Jan 2010-July 2011). Economic sectors are ranked by average annual pay, from utilities ($76,350) at
the top to leisure and hospitality ($13,383) at the bottom.
Figure 9. Iowa Loses High-Paying Jobs, Gains Low-Paying Jobs

Source: IPP analysis of Current Employment Statistics and Quarterly Census of Employment & Wages data.

As we can see, the two sectors with the largest recessionary job losses (manufacturing and construction)
are in the upper half of the wage rank. By contrast, the largest employment gains during recovery can be
found at the bottom of the wage rank — in leisure and hospitality. Some high-wage sectors (state
government, finance, information) show job losses in both recession and recovery. And while
manufacturing and construction are nowhere near clearing the jobs deficit created during the recession,
retail trade is actually employing more than before the recession. The average annual pay (2010 figures)
for jobs lost during the recession was $38,850. The average annual pay for jobs added during the
recovery is almost $6,000 lower — only $32,990.
This “churning” from good jobs to lesser jobs is also apparent if we take a slightly longer view of trends
in Iowa manufacturing. In Figure 10, subsectors of Iowa manufacturing are plotted according to their
average annual wage (from top to bottom), and their job creation performance over the last decade (from
left to right; net losses in red, net gains in blue). The circles, each representing a different subsector, are
scaled according to their relative size: Machinery, for example, is a relatively large sector, with an
average annual wage of just under $60,000 and net job loss over the last decade of about 750 workers.
As we can see, job losses run virtually across the board, with the starkest decline in a group of midsize
sectors paying near the average annual wage (appliances, plastics, transportation equipment, fabricated
metals) and the largest two subsectors (food and machinery) showing more modest losses. Of the 14
sectors with an average annual wage over $40,000, only one (chemicals) shows a net gain in jobs over
the last decade.
8

Figure 10. Iowa Manufacturing: Losing Jobs for a Decade

Source: IPP analysis of Current Employment Statistics and Quarterly Census of Employment & Wages data.

The impact of displacing good jobs is compounded by the fact that those jobs offer not only decent
wages but also the security of job-based benefits. The gap between a $38,000/year job and a $35,000/yr
job widens considerably if the latter does not include health insurance. Between 2000 and 2009 (the
most recent national numbers) the rate of employer-sponsored health coverage has fallen almost 10
percentage points, from 68.3 percent to 58.9 percent. The rate of coverage has fallen on both sides of the
business cycle, adding nearly 12 million to the ranks of the uninsured. Uninsurance rates are markedly
higher for young, part-time, lower-income, and less-educated workers. All told, workers are 25 percent
more likely to be uninsured today than a decade ago.8
In Iowa, the rate of job-based coverage has fallen 8.4 percentage points, from 76.9 percent to 68.6
percent.9 This is both part of a larger crisis in health coverage, and a clear marker of declining job
quality. Table 1 estimates the decline in employer-sponsored health insurance (ESI) over the last decade,
attributable to job losses and to lesser rates of coverage. Part of the decline, as we can see, reflects
sectoral shifts in employment: We’ve lost jobs in sectors with traditionally high rates of ESI
(manufacturing, information) and gained them in sectors with lower rates (services, leisure and
hospitality). And part of the decline reflects declining rates of coverage within sectors: In
manufacturing, for example, we have lost just over 38,000 jobs in the last decade. At the 2002 rates of
ESI (72.7 percent), this represents a loss of 27,800 “covered” jobs. But, since the rate of ESI coverage in
manufacturing has also declined over that time (to 69.6 percent), we’ve lost an additional 6,400 covered
jobs. In some sectors (transportation, education and health), loss of coverage erodes otherwise healthy
job gains. In others (leisure and hospitality), modest job gains are wiped out by declining rates of
coverage — so even as we add jobs, we show a net loss in covered jobs.

9

Table 1. Iowa Loses Jobs with High ESI Coverage Rates, Gains Jobs with Low ESI Coverage
Loss of Employer-Sponsored Coverage, Thousands of Jobs

Nat. Res. & Mining
Construction
Manufacturing
Wholesale & Retail Trade
Transp. & Utilities
Information
Financial Activities
Prof. & Bus. Services
Educ. & Health Services
Leisure & Hospitality
Other Services
Private, nonfarm jobs

2001-02 numbers
cov.
ESI
jobs
Jun-01
2002
Jun-01
2.2
78.4%
1.7
70.4
47.5%
33.4
244.5
72.7%
177.8
255.8
53.9%
137.9
57.4
66.9%
38.4
37.8
73.0%
27.6
93
65.8%
61.2
109.1
57.4%
62.6
182
59.4%
108.1
132.2
32.5%
43.0
57.4
40.1%
23.0
1241.8

2009-11 numbers
cov.
ESI
jobs
Jul-11
2009
Jul-11
2
75.8%
1.5
63.7
44.0%
28.0
206.2
69.6%
143.5
241.6
50.5%
122.0
63.5
62.0%
39.4
27.4
69.5%
19.0
99.2
66.0%
65.5
123.9
55.1%
68.3
216.1
57.1%
123.4
137.8
26.3%
36.2
55.2
35.0%
19.3
1236.6

Loss of ESI attributable to
job

less

losses
-0.2
-3.2
-27.8
-7.7
4.1
-7.6
4.1
8.5
20.3
1.8
-0.9
-8.6

coverage
-0.1
-2.2
-6.4
-8.2
-3.1
-1.0
0.2
-2.8
-5.0
-8.5
-2.8
-39.9

total
-0.2
-5.4
-34.2
-15.9
1.0
-8.6
4.3
5.6
15.3
-6.7
-3.7
-48.5

Coverage rates from Elise Gould, EPI Briefing Paper #228 (Table 3).
http://www.epi.org/publications/entry/bp283/
Job numbers from Economic Policy Institute analysis of Current Employment Statistics survey data.

In this tumultuous decade — spanning two recessions — Iowa’s nonfarm job base has been essentially
flat (losing about 2,500 jobs). Discounting a small growth in government employment, the private
nonfarm job base has lost about double that (5,200 jobs). But, as Table 1 underscores, the loss of good
jobs has been much more pronounced. We have lost just under 50,000 jobs with health coverage —
some of this total attributable to simple job losses, but most attributable to declining rates of coverage in
the jobs that remain. These numbers, in turn, understate the impact of the decline in ESI on health
coverage — since each covered job provides health insurance to the employee and family members.
Accordingly, while the number of jobs offering health coverage fell by 48,500, the number of Iowans
losing job-based
Table 2. Iowa Median Wages have Fallen from 2000
coverage since 2001 is
50th Percentile Wages by State by Year (2010 dollars)**
double that — over
1980
1990
2000
2010
96,000 as of 2009.10
Wages

UNITED STATES

$14.59

$14.65

$15.49

$16.00

Minnesota

$14.65

$15.09

$18.17

$17.54

rank in 2010
regional
national
1
11
2
17
3
19
4
32
5
33
6
34
7
38
8
40
9
47

Although Iowa was
Wisconsin
$15.15
$13.94
$15.49
$16.32
spared the worst ravages
Illinois
$16.36
$16.03
$16.51
$16.21
Missouri
$13.84
$13.40
$15.77
$15.14
of the recession, its wage
Iowa
$14.25
$13.35
$15.06
$15.02
profile heading into the
Kansas
$13.70
$13.41
$14.73
$14.97
downturn was already
Indiana
$14.44
$13.42
$15.14
$14.91
weak. At the median
Nebraska
$13.10
$12.36
$13.46
$14.81
wage (half of all workers South Dakota
$11.66
$10.94
$13.71
$14.21
earn more, half earn less),
Source: EPI analysis of Current Population Survey data.
Iowa ranks fifth in the
** Using CPI-U-RS. Note: wage levels down from 10 years earlier are shown in red.
immediate region, and
33rd nationally, with a median wage ($15.02) about a dollar less than the national median (Table 2).
Iowa was one of 10 states to see the real value of its median wage actually fall since 2000, with much of
10

that loss coming in the first year of the recession. This was a largely regional phenomenon: Five of the
10 states losing ground are in our immediate region; two more (Michigan and Ohio) are nearby.‡
For low-wage workers (Table 3), our comparative wage picture looks a little better: We rank sixth in the
region and 27th
Table 3. Iowa Bottom Wages have Fallen from 2000
nationally with a 10th
10th Percentile Wages by State by Year (2010 dollars)**
percentile (90 percent
1980
1990
2000
2010
of all workers earn more) UNITED STATES
$7.82
$7.18
$7.98
$8.11
rank in 2010
regional
national
of $8.10 — just a penny
th
Minnesota
$7.95
$7.75
$9.26
$8.62
1
9
below the national 10
Nebraska
$7.51
$6.69
$8.08
$8.31
2
16
percentile wage. But
Wisconsin
$7.87
$7.03
$9.00
$8.24
3
19
again, Iowa workers have Illinois
$8.34
$7.42
$8.15
$8.23
4
21
lost ground. Iowa is one
South Dakota
$7.28
$6.39
$8.20
$8.21
5
22
of five states in the region Iowa
$7.74
$6.77
$8.46
$8.10
6
27
and 21 nationally to see
Kansas
$7.83
$6.69
$7.79
$8.01
7
34
Indiana
$7.78
$7.06
$8.69
$7.92
8
37
wages at this percentile
Missouri
$7.67
$6.69
$8.79
$7.89
9
39
lose ground since 2000 —
Source: EPI analysis of Current Population Survey data.
most of the loss coming
**
Using
CPI-U-RS.
Note:
wage
levels down from 10 years earlier are shown in red.
before the onset of the
recession.
For high-wage workers (Table 4), Iowa’s record remains grim. Our 90th percentile wage (90 percent of
workers earn less) is under $30.00/hour — seventh in the region, 48th nationally, and $8.25 below the
national rate. We are
Table 4. Iowa Top Wages Fall, Rank Near Bottom in U.S.
one of only three states
90th Percentile Wages by State by Year (2010 Dollars)**
(Indiana and Alaska are
1980
1990
2000
2010
the others) to lose ground UNITED STATES
$28.44
$30.92
$34.51
$38.21
rank in 2010
on this measure since
regional
national
2000 — with most of the Illinois
$31.08
$32.47
$36.61
$38.65
1
13
Minnesota
$29.06
$30.87
$36.79
$38.30
2
15
loss coming in the last
Missouri
$28.75
$29.14
$32.15
$34.29
3
26
three years.
Kansas
Wisconsin
Indiana
Nebraska
Iowa
South Dakota

$26.02
$27.41
$25.82
$25.29
$26.42
$23.21

$27.11
$27.82
$26.14
$25.55
$25.79
$22.66

$30.93
$31.79
$31.62
$28.85
$30.23
$26.90

$33.88
$32.55
$31.46
$32.15
$29.96
$28.97

4
5
6
6
7
8

29
36
40
39
48
50

Wage averages across
states give us a glimpse
into Iowa’s relative
performance in the nation
and in the region.§ Also
Source: EPI analysis of Current Population Survey data.
important, in assessing
** Using CPI-U-RS. Note: wage levels down from 10 years earlier are shown in red.
the distribution of
economic rewards within the state, is a breakdown by key demographics.
The most common analysis of wage trends is the gender analysis. The gap between women’s and men’s
earnings has narrowed with time, nationally as well as in Iowa, especially during the 1980s. Since 1995,
however, the median hourly wage of men has hovered around $3.48 above that of women in Iowa (see
Figure 11), about the same as the national average of $3.52. Interestingly, the lowest value as of yet was

‡

The others losing ground on the median wage are Tennessee, South Carolina and Alaska.
Please keep in mind that state-to-state wage rankings, especially beyond the immediate region, must be considered against
state-to-state variations in cost of living.

§
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measured in 2010, at $2.60/hour in Iowa and $2.97/hour nationally. However, this appears to be largely
due to a decline in the earnings of men.
Figure 11. While Women’s Wages have Risen, the Gender Wage Gap Remains

Source: EPI/IPP analysis of Current Population Survey data.

Another important indicator of wage is the worker’s level of education. The wage gain from attaining
post-secondary education has been on the rise in Iowa for generations, with only a slight decline
following the 2001 recession. In 2010, while a worker with a bachelor’s degree or higher was earning a
median wage of $21.42/hour, a high school graduate was earning only $13.65/hour (see Figure 12). That
is a difference of $7.77/hour, or in other words, a college graduate was earning a time and a half the
wages earned by a high-school graduate.
Figure 12. Education Pays
Median hourly wage in Iowa by education, in 2011 dollars*

Source: EPI/IPP analysis of Current Population Survey data.
*There were not enough cases of less-than-high school educated workers for inclusion.
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Lastly, union workers continue to earn substantially more than nonunion workers, but the difference
declined during the 1990s. While the median wage of Iowa union workers has been fairly steady since
the mid-1980s, nonunion workers have increased their wages by 25 percent. As a result, the wage
premium for union workers shrank from $7.32/hour at its widest in 1986, to $4.78/hour in 2010 (see
Figure 13).
Figure 13. Union Members Earn More
Median hourly wage in Iowa by union membership*

Source: EPI/IPP analysis of Current Population Survey data.
* Data only available from 1983.

Which Iowans Have Been Most Affected by the Recession?
Though the recession has affected all Iowans in some fashion, some groups have seen greater increases
in unemployment and underemployment than others: men more than women, middle-age more than
younger workers, and those with at least a high school education more than those with less than that.
Nationally and locally, the recession affected men markedly more than it affected women. While
unemployment for men and women was very similar in 2007 (3.6 percent and 3.8 percent respectively),
by 2010 men’s unemployment had climbed by 83 percent to 6.6 percent, while women’s only rose by 45
percent to 5.5 percent (see Table 5). Similarly, men’s underemployment rose by 79 percent, while
women’s only rose by 56 percent. In both cases, Iowa men in 2007 were at a better labor market position
than were women, but by 2010 women were doing better than men.
Iowa men also experienced a more severe drop in employment-to-population ratio, a measure of the
proportion of those 16 and older with a job. While the ratio for women dropped by 2.2 percent, the
men’s ratio dropped by 4.4 percent from 2007 to 2010. Moreover, the share of part-time workers among
employed men went up by 23 percent, while for women the change was a little under 6 percent. Still,
Iowa women are one and a half times more likely than men to be working part time. Not surprisingly,
among part-time workers, men are more likely to be part-time for economic reasons, as they were in
2007. Women elect more often to work part time as a choice, while men are more likely to prefer to
work full time and have to contend with a reduction in hours in order to keep their job.
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Table 5. Iowa Men Hurt More by the Recession
2007
Men

2010

Women

Men

Change

Women

Men

Women

Unemployment rate

3.6 %

3.8 %

6.6 %

5.5 %

83.3 %

44.7 %

Underemployment rate

6.7 %

7.2 %

12.0 %

11.2 %

79.1 %

55.6 %

Employment to population ratio

74.4 %

64.3 %

71.1 %

62.9 %

-4.4 %

-2.2 %

Part-time workers share

18.6 %

32.1 %

22.9 %

33.9 %

23.1 %

5.6 %

Part-time for economic reasons share

13.8 %

9.3 %

20.3 %

15.7 %

47.1 %

68.8 %

Source: EPI/IPP analysis of Current Population Survey data.

With respect to workers’ age, the age group with the highest unemployment and underemployment rates
remains the youngest group of 16- to 24-year-olds, but the recession effect on unemployment and
underemployment was highest for the group in the middle, that of 25- to 54-year-olds, who almost
doubled their rates in both indicators (see Table 6). And though unemployment was up for the group of
those over 54 years old, they have also experienced an increase in employment-to-population ratio,
unlike any other age group. This last trend is, most likely, a result of having to postpone retirement, due
to either financial need or the need to keep retirement savings programs untouched until they recover
from the 2008 stock market downturn. The outcome is a higher employment-to-population ratio for the
age group, while at the same time unemployment for the age group had gone up, as more workers are
actively seeking employment and are unable to obtain it.
Table 6. Iowa Age Groups in the Labor Market, 2007 and 2010
2007
16-24
Unemployment rate

25-54

2010
>54

16-24

25-54

Change
>54

16-24

25-54

>54

8.0 %

3.0 %

2.3 %

11.6 %

5.4 %

3.8 %

45.0 %

80.0 %

65.2%

Underemployment rate

12.5 %

5.9 %

5.5 %

20.7 %

10.7 %

7.3 %

65.6 %

81.4 %

32.7%

Employment to population ratio

67.7 %

86.0 %

42.7 %

61.2 %

83.8 %

43.9 %

-9.6 %

-2.6 %

2.8 %

Part-time workers share

47.6 %

17.5 %

30.5 %

52.3 %

21.1 %

32.1 %

9.9 %

20.6 %

5.2 %

8.3 %

14.2 %

8.9 %

16.5 %

23.0 %

8.5 %

98.8 %

62.0 %

-4.5 %

PT for economic reasons share

Source: EPI/IPP analysis of Current Population Survey data.

The oldest age group was also the only one to not experience a significant increase in part-time work for
economic reasons. This last indicator is a good gauge of employers’ actions in reducing workers’ hours.
The rate of those working part time for economic reasons in the youngest age group had doubled,
indicating that when employers reduce hours, they are most likely to do so for the youngest, least
experienced, and most likely lowest-paid workers. They are less likely to do so for their most
experienced workers. The youngest age group is also the one most likely to seek part-time employment,
which may make it more susceptible to a reduction of hours in the eyes of employers.
The effect of education on unemployment nationally has been well established by the media in the last
few years, and Iowa is no different. College graduates were the most advantaged group among Iowa
workers before the start of the recession, and they still are — though the recession’s impact did not skip
them altogether. College graduates are the group least likely to be working part time, though they have
experienced the largest increase in part-time work out of all education levels (see Table 7). They are also
the group least likely to be underemployed, but have experienced the largest increase in
underemployment, which for them has more than doubled during the recession.
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An additional group showing contrasting trends is that of workers with less than a high school
education. They experienced the lowest increases in unemployment and underemployment, but were still
significantly more likely to be either unemployed or underemployed than any other education level.
They were also the group most likely to work part time, and the only group whose rate of part-time work
dropped by 2010.
High school graduates were the one group whose unemployment rate went up the most. Their rate had
more than doubled, from 3.9 percent to 8 percent. While it is understandable why that rate would be
higher than the rates of the two groups with more education, it is interesting to note that, as mentioned
above, those with less than high school education experienced a much lower rise in unemployment. This
is probably due to their already-high starting rate, about three times higher than the state’s average
unemployment.
Table 7. More Negative Recession Effect on Those with a High School Education or More
2007

2010

Less
than
high
school

High
school

Some
college

Unemployment
Underemployment

10.5 %

3.9 %

17.1 %

E-to-P ratio
PT
Involuntary PT

Change

BA or
higher

Less
than
high
school

Less
than
high
school

High
school

Some
college

BA or
higher

High
school

Some
college

BA or
higher

3.1 %

1.5 %

13.4 %

8.0 %

5.2 %

2.4 %

27.6 %

105.1 %

67.7 %

60.0 %

8.6 %

5.7 %

2.6 %

23.9 %

14.4 %

10.5 %

5.3 %

39.8 %

67.4 %

84.2 %

103.8 %

47.1 %

64.8 %

76.0 %

80.6 %

42.8 %

50.0 %

23.8 %

24.8 %

17.7 %

46.7 %

61.6 %

73.0 %

79.9 %

-9.1 %

-4.9 %

-3.9 %

-0.9 %

27.3 %

29.4 %

22.0 %

-6.6 %

14.7 %

18.5 %

24.3 %

10.0 %

17.5 %

8.8 %

*

20.1 %

21.7 %

16.9 %

101.0 %

24.0 %

92.0 %

Source: EPI/IPP analysis of Current Population Survey data.
* Not enough cases for analysis.

Another telling statistic is the employment-to-population ratio for different levels of education. As
Figure 14 demonstrates,
Figure 14. Employment-to-Population Ratio Increases with Education
the more education a
group has, the higher its
ratio of employment-topopulation. Especially
notable is the
remarkably low rate of
those with less than a
high school education,
which remains low for
the last 30 years in spite
of a rise that most
education groups
experienced during the
’90s. The latest
recession wiped out
some of these ’90s
gains, especially for
those with less than a
Source: EPI/IPP analysis of Current Population Survey data.
high school education.
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Not all Iowa counties were affected to the same extent by the recession. Between January and June of
2011, Iowa’s 99 counties averaged an unemployment rate of 6.4 percent. In this period, the
unemployment rate declined or stayed the same in all but six counties (Hamilton, Webster, Winnebago,
Fremont, Story and Johnson). The highest unemployment was measured in Hamilton County, averaging
10.3 percent for the six months, followed by Lee with 9.7 percent and Allamakee with 8.7 percent. The
lowest rates were measured in Lyon County at 3.5 percent, Sioux County with 4.1 percent and Carroll
County with 4.2 percent (see Figure 15).
All but four counties had a lower unemployment during the first half of 2011 than they did during the
same period last year. All of Iowa’s counties, however, had a higher unemployment in 2011 than they
did in 2007. Iowa is recovering compared to last year, but is still a long way away from where we were
in 2007. The average county unemployment in the first half of 2011 was still higher by 2.3 percentage
points than it was in the first half of 2007.
Figure 15. Iowa Unemployment in the First Half of 2011, County by County

Source: IPP analysis of Local Area Unemployment Statistics data.
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Policy recommendations
Our policy recommendations are straightforward and pragmatic. At the state level, we have limited
capacity to shape or spur economic growth, especially in the context of a tumultuous national business
cycle. But there are a number of things we can — and should — do to alleviate the burden of the
recession, hasten the recovery, and lay a foundation for future shared prosperity. As wages and job
quality slip, it is more important than ever that we buttress the “floor” of the economy with strong wage
and work supports. And, as competition for new investment grows keener, it is more important than ever
that we sustain the long-term investments (education, infrastructure) that are proven to attract and retain
private employment.
Reward Work I: Raise and index the minimum wage
Iowa raised its minimum wage to $7.25 in 2007, a rate which was matched by the new federal minimum
in 2009. We are now one of 23 states that echo the federal minimum wage (19 states have higher rates).
Even with those increases, the real (inflation-adjusted) minimum wage is still near its postwar low (in
real dollars, the federal minimum was above $8.00/hr from 1960-1980, peaking at $10.38 in 1968). And
since those legislated increases, the Iowa minimum has lost about 10 percent of its value and the federal,
coming later, has slipped 5 percent. If, at the time we last raised the minimum wage in 2007, we had
simply indexed its value to inflation, the Iowa minimum would be $7.90/hr — an increase that would
put another $1,300 in the pocket of a full-time minimum wage worker.11 Indexing the minimum would
protect its future value from the eroding effects of inflation, allow future legislative sessions to focus
attention in other areas instead of on these redundant debates, and provide employers with a measure of
predictability when forecasting future costs. 12
Proposals to raise the minimum wage often provoke worries about job loss. Recent research has not only
punctured this myth, but underscored the substantial and sustained economic benefits of a higher wage
floor. Recent studies of cities adopting higher minimum wage rates, and of job performance in
contiguous counties with differing minimum wage rates, have found that higher minimum wages do not
reduce employment.13 A higher minimum wage, like all policies that put more money in the pockets of
working families, is also widely recognized as an effective form of economic stimulus. 14 Indeed, many
employers have come to appreciate that a higher minimum wage offers them a net benefit, “by
increasing consumer purchasing power, reducing costly employee turnover, raising productivity, and
improving product quality, customer satisfaction and company reputation.”15
Reward Work II: Reform the state Earned Income Tax Credit
An important parallel policy, rewarding work and raising the real incomes of our most vulnerable
working families, would be an expansion of the Earned Income Tax Credit (EITC). The federal EITC
improves tax fairness by ensuring that most working families with children owe no federal tax until their
income is above $42,000. The Iowa EITC, set at 7 percent of the federal credit, affects over 225,000
Iowa hard-working households (95 percent of which have children, and all of which earn less than
$48,000). A recent proposal — vetoed by Governor Branstad — would have raised the state EITC to 10
percent of the federal credit — a change that would have meant about $150 more for Iowa families
earning between $12,600 and $21,550.
A vast body of research has firmly established that the EITC helps working families and local
economies (in Woodbury County alone, 19 percent of 2008 federal tax filers claimed the EITC). The
EITC encourages and rewards work, rising with earnings then declining and phasing out as family
earnings reach about $45,000. Families at such income levels would spend the boost quickly on
necessities, providing stimulus to the economy.16
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Reward Work III: Sustain and build work supports
As state politics seem increasingly fixated on lowering business taxes, and paying for this with
commensurate cuts in public programs, it is especially important to underscore the value of those
programs — to recipients and to Iowa’s economic development. Work supports beyond the EITC
include programs such as public health insurance, child care assistance and public preschool. All can
help families close the gap between low wages and the cost of basic necessities. As importantly, they
make it possible for those with family responsibilities to participate in the labor market — contributing
to economic growth and, in the long run, reducing citizen reliance on public programs. Just before the
recession, Iowa took a number of important steps to improve its work supports (including raising its
minimum wage, making the state EITC refundable, and buttressing child care funding). But since then
we have lost ground, and risk losing more if recent legislative proposals (such as the elimination of
voluntary preschool programs) gain steam.17
Such cuts would be shortsighted and counterproductive. A growing body of literature suggests that
investments in working families and their children, and in workforce and educational development, are
far and away the most efficient and effective (not to mention the fairest) uses of precious public
resources. Child care assistance rewards work and gives children (and future workers) a substantial
educational boost.18 Early childhood education has one of the highest measurable returns to the public of
any investment — public or private.19 Finally, more expansive eligibility for public health programs
such as Medicaid would increase labor force participation.20
A tax system for working families
The investments sketched above can only be sustained by an equitable and stable tax system: a tax
system that rewards hard work, distributes tax responsibility fairly, and sustains the revenues needed to
ensure public services and private investment. None of this is accomplished by cutting business taxes or
by lavishing private interests with new credits. By any measure, Iowa business already is taxed lightly
— making further cuts unlikely to galvanize new investment.21 As a large body of research now makes
abundantly clear, business tax breaks are an expensive and inefficient way to attempt to stimulate a state
economy. Because of the small effect of tax breaks on business costs, and the much larger importance of
other production costs and location considerations, tax breaks will have little if any positive effect on
private-sector employment. Indeed, the revenue losses resulting from such tax breaks would only further
impoverish public services. As a result, any jobs gained in the private sector would be erased by losses
in the public sector. More importantly, permitting public resources to dwindle would undermine funding
for infrastructure and education, which have been shown to attract and retain private investment.22
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