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“A monthly survey of supply chain managers”
Welcome to our May report covering results from Creighton’s
monthly survey of supply managers and procurement experts
in nine Mid-America states. This survey indicates that the
economic growth has moved into a range indicating strong
economic growth ahead with rising inflationary pressures.
Follow my comments at: www.twitter.com/erniegoss

I n ce n t i ve s f o r N o t Wo r k i n g E x p a n d
a t T h re e T i m e s T h a t f o r Wo r k i n g
DC Tax Reform Should Encourage More Work, Not Less
		
Despite earning $5,000 per month, Chris
Jones, single father of two children under 10 years of age, living
and working in Santa Fe, New Mexico, quit his tech support job
at IT Solutions on September 1, 2016. It was a good financial
move. By quitting early he qualified for the earned income tax
credit (EITC) and a host of other government support payments
unavailable to him if he had worked the full year and earned
$60,000.
		
By leaving the labor market, he now qualified
for 2016 benefits of food stamps or SNAP of $2,044, EITC of
$974, and New Mexico rental assistance of $1,636. Additionally
had Jones continued to work, he would have paid an additional
$3,120 in federal income taxes, $980 in state income taxes,
$1,200 in social security taxes, after-school day care of $3,852,
and family health insurance of $1,200. In total, assuming a 40hour work week, Jones would have earned a paltry net $9.60
per hour for the remaining four months of 2016 compared to
his $31.25 per hour for the first 8 months of 2016.
		
Given the myriad of economic incentives for
not working, it is not surprising that in 2016, the percentage
of the population over age 15 in the labor force dropped to
its lowest level since 1976. As in the case of Jones, one of the
chief reasons is that the financial incentives for not working,
furnished by federal, state and local governments has soared,
while the economic inducements for working provided by
business enterprises has expanded at a more modest pace.
Between 1990 and 2015, U.S. wages and salaries per worker
advanced by 126.6%, while government transfer payments,
including SNAP, Medicaid, EITC, and rent assistance provided to
non-workers, or workers with a soft linkage to the labor market,
more than tripled at 358.6% per capita. One of the goals of any
2016 tax reform coming from Washington should be closing
this gap between the growth in wages and that of transfer
payments. Ernie Goss.
Link to video: https://www.youtube.com/watch?v=jM_
vY2M0ewA&feature=youtu.be

L A S T M O N T H ’ S S U RVE Y R E S U LT S
Mid-America Strengthens for April: Skilled Labor Shortage
Restrains Growth
SURVEY RESULTS AT A GLANCE:
•

Overall index climbs above growth neutral for a fifth
straight month.

•

Employment gauge soars to highest level in more
than 10 years.

•

Four of 10 businesses indicate finding and hiring
qualified workers is the greatest challenge to their

business growth in 2017.
•

Inflation gauge indicates rising wholesale inflationary
pressures.

•

Regarding interest rates, only one in five businesses
expect a May or June 2017 Federal Reserve rate hike
to have a negative impact on their businesses.

•

Healthy trade numbers for the month.

The
Creighton
University
Mid-America
Business Conditions Index, a leading economic indicator
for a nine-state region stretching from Arkansas to
North Dakota, expanded to a very healthy level for
April, according the latest monthly survey results.
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Overall index: The Business Conditions Index, which ranges
between 0 and 100, advanced to 61.4 from March’s 60.1. This is the
fifth straight month the index has climbed above growth neutral.
The overall index over the past several months indicates
a
healthy
regional
manufacturing
economy,
and
points to strong growth for both manufacturing and
nonmanufacturing through the third quarter of this year.
Employment: The April employment index remained above
growth neutral, climbing to 62.9 from 62.6 in March. This is
the highest employment gauge recorded since May of 2006.
The nonmanufacturing sector of the regional economy
continues to outperform the manufacturing sector, but that
gap is closing. Even with the recent boost in employment
growth, total regional employment growth (year over year) is
now only 0.9 percent, or approximately half that of the nation.
This month supply managers were asked to identify the
greatest economic challenge facing their company for
2017. Almost four of 10, or 39.7 percent, reported that
finding and hiring qualified workers was the greatest
economic obstacle to business expansion for the year.
Wholesale
Prices: The wholesale inflation gauge
remained in a range indicating rising inflationary
pressures at the wholesale level as the prices-paid index
fell to 71.4 from March’s 77.1, its highest level in six years.
The interest-rate setting committee of the Federal Reserve,
the FOMC, increased rates twice since last December. While
inflationary pressures are somewhat modest, I expect the Fed to
raise interest rates at the June 14 meeting to cool any budding
inflationary pressures as measured in Creighton’s monthly surveys.
Regarding interest rates, only one in five businesses
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expect a May or June 2017 Federal Reserve rate
hike to have a negative impact on their businesses.
Confidence: Looking ahead six months, economic optimism,
as captured by the April business confidence index, declined
slightly to a strong 69.5 from 70.2 in March. Strong profit
growth and still low interest rates boosted the economic
outlook among supply managers in the nine-state region.
Inventories:
The
April
inventory
index,
which
tracks the change in the level of raw materials
and supplies, climbed to 63.1 from March’s 61.9.
Trade: The regional new export orders index fell to a still strong
60.5 from 61.6 in March, and the import index dipped to 60.7
from March’s 62.8. An expanding regional economy pushed
buying from abroad higher for the month. Recent declines in
the value of the U.S. dollar and expanding global economic
conditions have stimulated new export orders for the month.
Other components: Components of the April Business Conditions
Index were new orders at 61.8, down from 63.2 in March; production
or sales index was 63.8, up from 58.8 in March; and delivery speed
of raw materials and supplies rose to 55.5 from last month’s 54.0.
The Creighton Economic Forecasting Group
has conducted the monthly survey of supply managers
in nine states since 1994 to produce leading economic
indicators of the Mid-America economy. States included in
the survey are Arkansas, Iowa, Kansas, Minnesota, Missouri,
Nebraska, North Dakota, Oklahoma and South Dakota.
The forecasting group’s overall index, referred to as
the Business Conditions Index, ranges between 0 and 100. An
index greater than 50 indicates an expansionary economy
over the course of the next three to six months. The Business
Conditions Index is a mathematical average of indices for
new orders, production or sales, employment, inventories
and delivery lead time. This is the same methodology,
used since 1931, by the Institute for Supply Management,
formerly the National Association of Purchasing Management.

M I D -A M E R I C A S TAT E S
ARKANSAS
Arkansas’ overall index for April fell to 61.1 from March’s
63.2. Components of the index from the monthly survey of
supply managers were new orders at 59.8, production or sales
at 64.1, delivery lead time at 55.1, inventories at 63.4, and
employment at 63.2. The state’s overall nonfarm job growth
over the past 12 months was 1.1 percent, which was above
the region’s 0.9 percent, but below the nation’s 1.5 percent.
Creighton’s survey results over the past several months indicate
that Arkansas job and economic growth will climb toward
the national average through the third quarter of this year.
IOWA
The April Business Conditions Index for Iowa advanced to 64.7
from 60.5 in March. Components of the overall index from the
monthly survey of supply managers were new orders at 65.8,
production or sales at 64.3, delivery lead time at 58.7, employment
at 67.3, and inventories at 67.5. The state’s overall nonfarm job
growth over the past 12 months was 0.5 percent which is below
the region’s 0.9 percent, and the nation’s 1.5 percent. Creighton’s
survey results over the past several months indicate that Iowa
job and economic growth will climb toward, but remain below,
the national average through the third quarter of this year.

KANSAS
The Kansas Business Conditions Index for April expanded to
56.4 from March’s 52.2. Components of the leading economic
indicator from the monthly survey of supply managers were
new orders at 57.5, production or sales at 59.7, delivery
lead time at 51.3, employment at 54.3, and inventories at
59.0. The state’s overall nonfarm job growth over the past
12 months was 0.3 percent which is below the region’s 0.9
percent and the nation’s 1.5 percent. Creighton’s survey
results over the past several months indicate that Kansas job
and economic growth will climb toward, but remain below,
the national average through the third quarter of this year.
MINNESOTA
The April Business Conditions Index for Minnesota slipped
to a still strong 61.2 from March’s 61.8. Components of
the overall April index from the monthly survey of supply
managers were new orders at 61.8, production or sales
at 64.1, delivery lead time at 55.1, inventories at 61.7, and
employment at 63.2. Minnesota’s overall nonfarm job growth
over the past 12 months was 1.5 percent which was above
the region’s 0.9 percent and equal to the nation’s 1.5 percent.
Creighton’s survey results over the past several months
indicate that Minnesota job and economic growth will exceed
the national average through the third quarter of this year.
MISSOURI
The April Business Conditions Index for Missouri declined to
62.4 from 66.6 in March. Components of the overall April index
from the survey of supply managers were new orders at 62.7,
production or sales at 65.0, delivery lead time at 55.9, inventories
at 64.3, and employment at 64.1. The state’s overall nonfarm job
growth over the past 12 months was 1.4 percent which was
above the region’s 0.9 percent, but slightly below the nation’s 1.5
percent. Creighton’s survey results over the past several months
indicate that Missouri job and economic growth will exceed
the national average through the third quarter of this year.
NEBRASKA
The April Business Conditions Index for Nebraska expanded
to 61.0 from 59.8 in March. Components of the index from
the monthly survey of supply managers were new orders at
60.2, production or sales at 62.4, delivery lead time at 58.9,
inventories at 61.7, and employment at 61.5. Nebraska’s
overall nonfarm job growth over the past 12 months was
0.9 percent which is equal to the region’s 0.9 percent, but
below the nation’s 1.5 percent. Creighton’s survey results
over the past several months indicate that Nebraska job
and economic growth will climb toward, but remain below,
the national average through the third quarter of this year.
NORTH DAKOTA
North Dakota’s overall, or Business Conditions Index, advanced
above growth neutral for the month. The index for April from
a survey of supply managers climbed to 57.3 from 54.3 in
March. Components of the overall index were new orders at
57.6, production or sales at 59.8, delivery lead time at 51.4,
employment at 58.9, and inventories at 59.1. Over the past 12
months, the state lost 0.3 percent of its total nonfarm jobs. This
loss compares unfavorably to the region’s 0.9 percent growth,
and the nation’s 1.5 percent expansion. Creighton’s survey
results over the past several months indicate that North Dakota
job and economic growth will climb into positive territory
through the third quarter of this year.
OKLAHOMA
Oklahoma’s Business Conditions Index moved above the growth
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neutral threshold for a fourth straight month. The April index rose
to a healthy 61.2 from 58.2 in March. Components of the overall
April index from a survey of supply managers in the state were
new orders at 61.4, production or sales at 63.7, delivery lead time
at 54.8, inventories at 63.0, and employment at 62.8. Over the
past 12 months, the state lost 0.1 percent of its total nonfarm jobs.
This loss compares unfavorably to the region’s 0.9 percent gain,
and the nation’s 1.5 percent expansion. Creighton’s survey results
over the past several months indicate that Oklahoma job and
economic growth will climb into positive territory through the
third quarter of this year, but remain below the national average.

            •

SOUTH DAKOTA
The Business Conditions Index for South Dakota advanced to
a regional high 68.8 from March’s 67.2, also a regional high.
Components of the overall index for the April survey of supply
managers in the state were new orders at 69.2, production or
sales at 71.7, delivery lead time at 61.6, inventories at 70.9, and
employment at 70.7. South Dakota’s overall nonfarm job growth
over the past 12 months was 1.6 percent which was above the
region’s 0.9 percent and the nation’s 1.5 percent. Creighton’s survey
results over the past several months indicate that South Dakota
job and economic growth will continue to exceed the regional
and national averages through the third quarter of this year.

            •

THE BULLISH NEWS
•

The nation’s unemployment fell to 4.4% for April.  This
is slightly below the Federal Reserve’s rate at which
the economy continues to expand without excessive
inflation.

•

Year over year average hourly earnings for workers rose
to 2.5 % for April to $26.19 per hour.

•

The U.S. trade deficit narrowed to $43.7 billion in March
from $43.8 in February as global demand for U.S. exports
climbed.

•

The Case-Shiller home price index for the U.S. rose 5.8%,
a 32-month high in February.

Repatriation of Corporate Earnings (anytime
in the next 3-6 months): The U.S. Congress with the

approval of the President will likely reduce the corporate
income tax rate on corporate earnings of U.S. companies
stuffed off-shore. This action would likely drive the U.S.
dollar higher if it is unexpected.

Goss Eggs
(Recent Dumb Economic Moves)
Venezuela’s recent takeover of its GM plant cost the
automaker $100 million, but will cost this governmentrun economy even more in the long run. This nation is
demonstrating clearly how government ownership of
the means of production fails to provide its citizens with
even a modicum of health, wealth and quality-of-life.

Survey results for May will be released on the first business day
of next month, June 1.
Follow Goss on twitter at http://twitter.com/erniegoss
For historical data and forecasts visit our website at:
http://www2.creighton.edu/business/economicoutlook/

THE BEARISH NEWS
            •

The nation’s 1.6 million long-term unemployed, jobless
longer than 26 weeks, continue to struggle with the
current jobless rate above pre-recession levels.

•

The year-over-year U.S. consumer price index (CPI)
for March rose to 2.5%, down from February, but still
pointing to greater inflationary pressures.

WHAT TO WATCH
            •

FOMC Meeting on June 14: The Federal Reserve

            •

June Jobs Report on June 2: The Bureau of Labor

rate-setting committee meets next on June 14. The
market indicates a 60%-70% likelihood of a ¼% funds
rate increase.

Statistics will release the nation’s job gains for May. A
gain over 180,000 will support an interest rate increase
from the Fed on June 14.
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PRICE DATA
ALL COMMODITIES/FARM PRODUCTS 2007-2014
FUELS & RELATED/METALS & METAL PRODUCTS

Year over year price change, commodities and farm product, 2015-17
8%

3%

All commodities

Farm products

-2%

-7%

-12%

-17%

-22%

Year over year price change, fuels and metal products, 2015-17
25%

15%
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Metal & metal products
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