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The State of Working Iowa 2008
It has not been a good year. Just as we emerged from the recession that marked the first half of
this decade, working Iowans faced a deluge of other economic challenges. Even as the job base
recovered, the accessibility of job-based health insurance continued to collapse.1 Gasoline
prices rose sharply, nearly doubling from a statewide average of under $2.00/gallon in early
2007, to over $4.00/gallon in the summer of 2008.2 The price of food also rose sharply, pushing
well ahead of the overall inflation rate.3 The subprime mortgage crisis softened housing values,
leading — in Iowa alone — to the foreclosure of nearly 9,000 homes and an estimated loss
in property value of over $250 million. And the flooding of early summer dealt an additional
blow — although it will be some time before we can assess the combined impact of interrupted
employment, personal and commercial property losses, outflows from the state treasury, and a
temporary of infusion of federal dollars and private insurance settlements.
These economic shocks shape the economic fortunes and prospects of working Iowans in
numerous ways. In the absence of strong wage growth, the spiraling cost of health care and
energy and food shrinks paychecks and widens the gap between family incomes and family
needs.4 The collapse of the housing market has eroded an important source of family security
and begun to eat away at the revenue streams local governments rely on to provide important
services.5 And the flooding — most dramatic along the Cedar and Iowa rivers, but so widespread
as to qualify 83 of our 99 counties as disaster areas — creates immense private and public
burdens at a time when both working Iowans and their local and state governments are already
reeling.
All of these factors weigh heavily in our analysis as we update our annual State of Working Iowa
report for Labor Day 2008. As with previous installments, this report uses the latest available data
— drawn from a range of sources — to assess the economic well-being and economic prospects
of working Iowans and their families. As with previous installments, our focus is on Iowa jobs
and wages against the benchmarks of our own recent history, of our Midwestern peers, and of
national trends. While the numbers are new, the basic storyline is familiar. Taking into account
wage and income stagnation, stark inflationary pressures, and an increasingly tattered safety net,
we are — with each new business cycle — poorer and less secure.

Jobs
Let’s start with the big picture. We are now near the end of the business cycle that began with a
downturn in March 2001. The good news is that the recession of 2001 and its aftermath are well
behind us; the bad news is that the recovery may be shrinking in the rear-view mirror as well. The
Iowa economy began to recover lost jobs in the summer of 2003, climbed back to pre-recession
job levels a year later, and has since added a little over 50,000 new jobs. But, by any measure,
this has been a meager and uneven recovery. It has taken us more than seven years to increase
the state’s nonfarm job base by a meager 3.5 percent. By comparison, during the last business

The Iowa Policy Project

2									

cycle (1990-1997) Iowa’s job base grew by over 14 percent over a similar period (see Figure 1).
And, by any measure of job growth or job quality, the recovery is near an end. Since reaching a
post-recession peak in January 2008, Iowa has shed jobs in four of six subsequent months.
Figure 1. Iowa Jobs in Recession and Recovery, 1990-97 and 2001-08
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Source: Economic Policy Institute/Iowa Policy Project analysis of Current Employment Statistics survey data

As important as the overall weakness of the recovery is its distribution across the economy
and across the labor force. As Table 1 summarizes, the brunt of the current business cycle has
been borne by younger and less-educated workers. While those with less than a high-school
education make up a declining share of the labor force (almost 20 percent in 1979, and just over
10 percent today), for example, they have much higher
unemployment rate than other groups. Unemployment
Underemployment Rate
for all workers fell to 2.5 percent during the boom of
This measure combines the number
the 1990s, rose as high as 4.6 percent during the recent
of Iowans seeking work but unable
recession, and now sits at 3.7 percent. For those with less
to find it, the number who were
than a high-school education, unemployment fell no lower
unemployed and seeking work but
than 5.6 percent in the 1990s, rose to over 11 percent
not captured by the unemployment
rate because they had not sought
during the 2001-03 recession, and has been essentially
work within the past four weeks,
stuck there ever since. And the underemployment rate for
and those who report working part
the same workers is, at over 17 percent, more than twice
time for economic reasons.
as high as the underemployment rate for all Iowa workers.
Table 1. The Iowa Labor Force, 2007
			

All

				
		
		
Share of labor force
100.0%
Labor force partic. rate
71.9%
Unemployment rate
3.7%
Underemployment rate
7.0%
Part-time workers
25.0%
Part-time, econ. reasons6
11.1%

Gender		

Age			

Male Female

16-24
yrs

25-54 55 &
yrs older

52.5% 47.5%
77.2% 66.9%
3.6% 3.8%
6.7% 7.2%
18.6% 32.1%
13.8% 9.3%

17.3%
73.5%
8.0%
12.5%
47.6%
8.3%

63.6% 19.1%
88.6% 43.7%
3.0% 2.3%
5.9% 5.5%
17.5% 30.5%
14.2% 8.9%

Education		

< high high some		
school school coll. coll. +
10.1%
52.7%
10.5%
17.1%
50.0%
10.0%

31.6% 32.9% 25.5%
67.4% 78.4% 81.8%
3.9% 3.1% 1.5%
8.6% 5.7% 2.6%
23.8% 24.8% 17.7%
17.5% 8.8% (a)

Source: Economic Policy Institute/Iowa Policy Project analysis of Current Employment Statistics survey data
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Special Challenges for Women, Young Workers
Higher rates of unemployment, underemployment and part-time employment are evident for young
workers and female workers as well. The impact of the business cycle on Iowa’s working women
and young workers is detailed in two forthcoming reports from the Iowa Policy Project that will
supplement The State of Working Iowa 2008. Although the recent recovery has been meager for all
Iowans, women and young workers have particularly struggled to make gains.

Percent Change in Hourly
Median Wage, 2001-07

Young Iowans (age 18-34) entering the workforce today are confronted with more challenging
economic prospects than those faced by the previous generation. For young workers, the benefits
of any recovery have been muted by the overlapping and growing disadvantages of entry-level
employment and by the specific
Sharp Age Disparity in Change in Iowa Median Wage,
burdens such as student
loan debt. At the same time
2001-07 (2007 dollars)
real wages have declined,
the cost of post-secondary
education has soared, making
it increasingly difficult for
graduates to find jobs that will
both support young families
and cover student loan
payments. The figure at right
captures the sharp disparity in
wages between workers above
and below age 35.
For women workers,
occupational and employment
Source: Economic Policy Institute analysis
patterns have sustained a
of Current Population Survey (ORG) data
longstanding, if shrinking,
gender gap between male and female wages. Iowa’s gender gap actually increased between 2006
and 2007. As the figure below shows, this gap persists for all age cohorts.

Iowa’s Gender Gap Persists at All Ages, Median Wage 2007

Age
Source: Economic Policy Institute analysis of Current Population Survey (ORG) data
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The nature and duration of the business
Table 2. Job Gains and Losses in Iowa, 2001-07
cycle affects different sectors in different
Jobs lost
average
ways — in some cases exacerbating longor gained
weekly
term trends (the decline in manufacturing
2001-07
wage
employment, for example), in other cases
(000s)
(2006)
					
hitting some sectors harder than others
Financial Activities		 10.7			 $970
(the recent dip in retail employment, for
Wholesale Trade
-0.4			 $867
example). In Iowa, the net effect of our
Manufacturing
-10.7			 $853
recent business cycle and longer-term
Information
-4.0			 $807
economic trends has been to weaken job
Construction		 8.3			 $782
quality even as the job base has recovered.
Transportation and Utilities		 5.5			 $764
Table 2 summarizes job gains and losses
Government		 4.7			 $706
across key sectors since 2001, ranked by
Professional and Business Services 13.6			 $674
their average weekly wage (those sectors
AVERAGE WEEKLY WAGE (ALL INDUSTRIES) $660
losing jobs over this period are shaded
Education and Health Services		 17.1			 $623
gray). By and large, the sharpest losses
Natural Resources and Mining		 0.1			 $558
(or weakest growth) have come in higherOther Services		 1.3			 $445
wage sectors (manufacturing, information,
Retail Trade
-7.4			 $401
wholesale) and the most substantial gains
Leisure and Hospitality		 12.7			 $229
have been made in the lower-wage sectors
Source: EPI/IPP analysis of Current Employment Statistics
(leisure and hospitality, business services,
survey data; wages from Quarterly Census of Employment
education and health services). The average
and Wages (Iowa Workforce Development)
weekly wage for all industries in 2006
was $660. Three of the four sectors losing jobs over this period paid substantially higher wages.
Indeed the only exceptions to this trend are the sharp losses in retail employment, and the relative
strength of the financial sector.
A similar, and in the long run more troubling, picture emerges if we consider job-based benefits.
Here, as we show in Table 3, working Iowans have taken a double hit. As job growth drifts away
Table 3. The Collapse of Employment-Based Health Care
Jobs
(thousands)
1997
2007
Total Nonfarm
1,407.0
Leisure and Hospitality
121.5
Manufacturing
239.0
Wholesale Trade
68.4
Retail Trade
182.1
Government
234.6
Professional and Business Services
99.9
Other Services
54.3
Construction
60.1
Transportation and Utilities
52.7
Information
34.4
Financial Activities
81.4
Natural Resources and Mining
2.0
Education and Health Services
175.9

1,517.0
136.8
229.5
67.8
178.8
249.9
120.9
57.7
72.5
62.3
33.5
102.7
2.1
202.5

Job-based
health coverage
1997
2007

Job
Covered		
growth job growth
’97-07
’97-07

72.9%
64.7%
82.7%
81.6%
59.7%
86.7%
80.0%
53.8%
60.4%
81.5%
80.0%
85.2%
80.9%
53.8%

110.0
15.3
-9.5
-0.6
-3.3
15.3
21.0
3.4
12.4
9.6
-0.9
21.3
0.1
26.6

57.6%
27.3%
71.3%
49.4%
49.4%
74.2%
54.6%
35.6%
44.5%
62.9%
71.1%
66.0%
74.6%
56.7%

-151.5
-41.3
-34.0
-22.3
-20.4
-18.0
-13.9
-8.7
-4.0
-3.8
-3.7
-1.6
-0.1
20.2

Source: EPI/IPP analysis of Current Employment Statistics survey data; health insurance coverage rates
as calculated from Current Population Statistics by the Employment Benefits Research Institute
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from high-wage sectors like manufacturing, so too does it drift away from the stable provision
of job-based health coverage. Low-wage sectors also tend to be low-benefit sectors and, not
surprisingly, job growth has been concentrated in those parts of the economy where health
coverage is less commonly offered. On top of this, the rate of job-based coverage has declined
across the economy — so that even historically secure sectors offer less coverage than they used
to and charge more for it. Consider the net effect: The Iowa economy has added about 110,000
jobs since 1997. But, given the distribution of those jobs and declining rates of job-based
coverage, we have actually lost over 150,000 jobs with health coverage over the same span.
The decline in job-based health coverage in some sectors has been particularly startling. In the
leisure and hospitality sector, the percent of workers with job-based health insurance declined
from 65 percent to 27 percent in just 10 years. The decline was nearly as precipitous in wholesale
trade (from 82 percent to 49 percent) and in professional and business services (from 80 percent
to 55 percent). Overall, the rate of job-based coverage fell from nearly 73 percent in 1998 to less
than 58 percent in 2007.

Wages and Incomes
The recession depressed wages in Iowa, and the recovery has offered little relief. There are two
important dimensions to these trends: First, Iowa remains a low-wage state. For all key wage and
income groups, we trail national rates of compensation and those of our regional peers. Second,
the recent recession and recovery cycle depressed wages and incomes across the economy.
Indeed, this is the first business cycle on record in which median family income (half of families
earn more, half earn less) has not regained the ground lost since the last downturn. As the
economy continues to stutter, few analysts expect circumstances to improve in 2008 or 2009.7
We can see the effect of the recent recession in Figure 2, which traces the median wage for men,
women, and all Iowans since 1979. Median wages fell sharply (especially for men) during the
recession of the early 1980s and then flattened out as slight gains from women workers were
offset by the continued weakness of men’s wages. The boom of the late 1990s saw wage gains for
all workers, but this improvement ground to a halt in 2001. Wage growth since 2001 has been
essentially flat for all middle-income workers. Men and women at the median wage both made
less in 2007 than they had in 2001.
Figure 2. Median Wages in Iowa, 1979-2007 (2007 dollars)

Source: EPI/IPP analysis of Current Population Survey data. Inflation adjustment
(conversion to 2007 dollars) based on CPI-U-RS. Shaded bars show recessionary periods.
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The distribution of wage gains and losses by educational background is also telling, and
highlights the widening inequality in Iowa’s wage structure. As a group, median-wage workers
earned a little more (4.8 percent) in 2007 than they had in 1979, gains that were almost entirely
made in the late 1990s (see Table 4). Those with a high-school or less than high-school education
saw their real wages fall over the same period. Workers with less than a high-school education
saw the most dramatic drop, as their median wages fell by 27 percent over this period. Those with
some college education made modest gains, while most of the wage growth went to those with at
least a bachelor’s degree.
Table 4. Median Wages in Iowa by Educational Background, 1979-2007 (2007 dollars)
  
  
since
         1979       1989
   1995
2000          2007
1979
All
Less than high school
High school
Some college
Bachelor’s or higher

$13.64
$12.76
$13.08
$12.98
$17.18

$12.43
*
$11.42
$11.80
$17.41

$12.39
*
$10.95
$11.72
$18.33

$14.32
*
$12.95
$13.76
$21.02

$14.30 		
$ 9.31
$12.77 		
$13.46 		
$20.03 		

4.8%
-27.0%
-2.4%
3.7%
16.6%

Source: EPI/IPP analysis of Current Population Survey data. Inflation-adjustment (conversion
to 2007 dollars) based on CPI-U-RS. * indicates insufficient sample size.

The relative standing of Iowa workers is captured in Figures 3 through 5, which compare Iowa
wages at the 20th, 50th (median), and 80th percentiles. These thresholds (each percentile is equal
to the share of all workers earning less) offer our best glimpse of wages for low-wage, typical
(median), and high-wage workers. Iowa’s median wage for all workers is $14.30, about 80 cents
less than the national median, ranking us 34th in the country and ahead of only Nebraska and
South Dakota in our nine-state region. As discussed above, the 2007 median is 11 cents less than
at the onset of the recession in 2001, and 37 cents less than when the “recovery” began in 2003.
Figure 3. Median (50th Percentile) Wages, Iowa and Peers, 2007

Source: EPI/IPP analysis of Current Population Survey data

For low-wage workers (those earning at the 20th percentile) Iowa ranks 32nd in the nation, ahead
of only three states (MO, NE, KS) in the region. The 20th percentile wage also weakened as the
economy recovered, falling from $9.83 in 2003 to $9.28 in 2007. This is just a shade under the
wage needed for a full-time worker to keep a family of four above the federal poverty line. Even
if we allow for Iowa’s marginally lower cost of living, fully 23 percent of all Iowa workers labor at
or below this “poverty wage.”8
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Figure 4. Low (20th Percentile) Wages, Iowa and Peers, 2007

Source: EPI/IPP analysis of Current Population Survey data

The share of jobs that leave Iowa families just scraping by swells if we adopt a more realistic
assessment of the wages need to support a family (the federal poverty level does not account
fully for housing and transportation costs, for example, and doesn’t budget for child care at all).
Consider a two-parent, two-child family in Iowa in which one parent works full-time. Basic family
needs run about $30,000, a little more in the state’s metro areas. This translates to an hourly wage
of just over $14.00/hour, roughly the same as the statewide median wage. Fully half of Iowa
workers, in other words, do not earn enough to reach this basic threshold of family support. If
both parents work full-time, family income rises but so too do family costs (especially for child
care): Each parent would now need an income of about $11.00/hour, but fully a third of Iowa
jobs pay less.9
Figure 5. High (80th Percentile) Wages, Iowa and Peers, 2007

Source: EPI/IPP analysis of Current Population Survey data

For higher-wage workers (the 80th percentile) we fall to 40th in the nation, besting only Nebraska
and South Dakota in the region. This ranking underscores some longstanding issues for the
state’s economic development including the challenge of attracting or retaining young workers
and our persistently low ranking in rates of compensation for key professions. We highlighted
and documented the latter in The State of Working Iowa 2007. Suffice it to say that things have
changed little in the past year. Iowa ranks 52nd of 54 states and territories for the annual median
wage of registered nurses; 47th of 52 for the annual median wage of elementary teachers; and
51st of 53 for the annual median wage of secondary teachers.10
The weakness of Iowa’s wages is, by now, a familiar problem. What is clear now is that the recent
recession-recovery cycle made things worse. Low and median wages have fallen since 2001;
high wages have shown little growth. And our performance compares poorly with our regional
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and national peers: As Figure 6 captures, the general pattern is that Iowa’s ranking among the
states falls at higher wages: we are usually in the top third of states for low-wage workers, near
the middle for median wage workers, and in the bottom third for high-wage workers. But all of
these rankings suffered with the last business cycle, and are now clustered among the lowestperforming states.
Figure 6. Iowa Wage Ranking, 1998-2007

Source: EPI/IPP analysis of Current Population Survey data

The State of Working Iowa
What does this survey of job and wage trends in Iowa tell us? Private employment, investment
and savings have long been held forth as the route to family security and prosperity. However,
we live in an economy in which the basic elements of that bargain are falling apart: Wages
have stagnated. Job quality is falling. Job-based health insurance or pensions are becoming less
common and more expensive. Personal savings have virtually collapsed. And the last levee of
family security — home equity — has begun leaking as well. Indeed, by one recent study, the
basic economic insecurity of American families has essentially doubled since the early 1970s.11
As we mark Labor Day 2008, local political attention is unavoidably drawn to the immediate
urgency of post-flood recovery, and to the electoral stakes in November. This should not distract
legislators from the important work of safeguarding the fortunes and prospects of Iowa’s working
families. Some essential sandbags are already in place, including the 2007 expansion of the
Earned Income Tax Credit.12 Others are works-in-progress: The bump in the state’s minimum
wage to $7.25 in January of this year is a positive move. Unfortunately, because it is not indexed
to inflation, this newly increased wage has already dipped to barely $7.00 in actual purchasing
power. Recent progress on health reform expanded coverage for Iowa’s children and made it
easier for young adults to stay on a parent’s plan. Unfortunately, state regulation of job-based
insurance reaches only 40 percent of Iowans who have such policies because most large
employers are “self-insured” and exempt from state insurance laws.13
In other areas — to exhaust the metaphor — there is still little to hold back the deluge of
economic insecurity. Only two states (the Dakotas) have a higher percentage of parents in the
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workforce than Iowa, and yet our family-friendly work policies remain meager by any standard.
We expect both parents to enter the labor force, but offer them little real support (family leave,
child-care assistance) as they juggle work and family.14 And while we scramble to mop up the
mess left behind by stagnant wages and declining benefits, the state’s economic development
policies pay too little attention to the importance of creating (and subsidizing) good jobs and
good wages.15
All Iowans, including policymakers, can agree on the importance of creating and sustaining
economic opportunities that allow Iowans to support their families with security and dignity. It
is essential in the months to come, particularly as we rebuild from a series of devastating natural
disasters, that we are also able to agree on policies that will support and sustain these basic
values.
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