
A publication of
The Council of State Governments
Midwestern Office

Signs
of the

Times
Midwestern Demographic

Trends and Their Implications
for Public Policy

IL
IN

IA
K

S
M

I

MN
NE

ND OH SD

W
I



The Council of State Governments was founded in 1933 as a national,
nonpartisan organization to assist and advance the institution of state

government. The headquarters office, located in Lexington, Kentucky, is
responsible for a variety of national programs and services, including
research, reference publications, innovations transfer, suggested state

legislation and interstate consulting services.
The Midwestern Office supports several groups of state officials, including

the Midwestern Governors’ Conference and the Midwestern Legislative
Conference, an association of all legislators in the region’s 11 states:

Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Nebraska, North
Dakota, Ohio, South Dakota and Wisconsin. The Canadian provinces of

Ontario and Saskatchewan are affiliate members of the MLC.

CSG MIDWESTERN OFFICE STAFF
Michael H. McCabe, Director

Audrey Adamson, MGC Washington Coordinator

Tim Anderson, Publications Manager

Cindy Andrews, Assistant Director

Jeff Greco, Policy Analyst

Ilene K. Grossman, Assistant Director

Laura Kliewer, Senior Policy Analyst

Jacqueline M. Kocinski, Policy Analyst

Gail Meyer, Administrative Assistant

Liz Miller, Administrative Assistant

Lisa R. Sattler, Senior Policy Analyst

Laura A. Tomaka, Program Manager

MIDWESTERN OFFICE
The Council of State Governments
641 E. Butterfield Road, Suite 401

Lombard, Illinois 60148
Phone: 630-810-0210
Fax: 630-810-0145

E-mail: csgm@csg.org
www.csgmidwest.org



Table of Contents

Introduction: Preparing for the future
Examination of demographic trends helps policymakers plan ahead

Aging: Elderly population will rise
More demands will be placed on region’s health care systems

Family structure: A reversal of trends
Policymakers will look for ways to nurture stronger families

Immigration: The new Midwesterners
Increase in foreign-born residents provides challenges and opportunities

Skilled workforce shortage: The race is on
Midwestern states search for ways to train, retain their workers

Suburban growth: A changing landscape
Sprawl, other land-use issues emerge as key concerns around region

Statistical trends in the Midwest

Source guide and selected bibliography

9

21

3

13

17

25

27

105





3Signs of the Times: Midwestern Demographic Trends and Their Implications for Public Policy

State lawmakers oftentimes find it hard to look very far

forward, because they inevitably are faced with a

challenging array of tasks right in front of them. Critical

issues of the day — from filling budget shortfalls, to

redistricting, to state responses to the Sept. 11 terrorist

attacks — require a considerable amount of time and effort.

And more than ever before, legislators simply do not have

much time. This is especially true for lawmakers in the

growing number of states with term limits in place. Conse-

quently, it would be tempting for elected officials to focus

solely on public policy issues of immediate concern.

Legislators, though, know that part of their duty is to look

ahead and help their respective states make plans to deal

with emerging issues. By doing so, they provide a critical

helping hand to their legislative successors, who will thus

have a better chance of effectively addressing the needs of

their states and their people.

One useful way of forecasting critical matters of concern in

government is to examine key demographic trends. That is

what the Midwestern Office of The Council of State

Governments has done in this report, “Signs of the Times:

Midwestern Demographic Trends and Their Implications for

Public Policy.” This publication focuses on five demo-

graphic trends that will impact public policy for years to

come: aging, family structure, immigration, the skilled

workforce shortage and suburban growth. Many of these

issues, although surely ones that will have an impact around

the country, will touch the Midwestern region in very

unique ways.

Connecting the trends
Much has been made of the burgeoning population of senior

citizens and its anticipated effects on state health care

systems and overall spending. Some parts of the Mid-

west already have among the highest proportions of

elderly residents in the country. In the future, the entire

region should expect a larger percentage of people 65

and older. More demands will be placed on states as a

Introduction: Preparing for the future

result, with health care issues such as long-term care

and prescription drug coverage becoming even more

prominent in the coming decades. Government, of

course, will rely heavily on the working-age population

to pay for the services needed to care adequately for

seniors. This fact underscores the importance of two

other trends examined in this report: immigration and the

skilled workforce shortage.

While every state in this region saw population increases

(of varying degrees) between 1990 and 2000, none

matched the national average of 13.2 percent. The

numbers would have been even more dramatic if it

wasn’t for the influx of immigrants into the Midwest,

where the foreign-born population grew at rates higher

than the national average. International migration pat-

terns helped keep Midwestern populations growing, but

many states in this region have experienced negative net

losses in the area of domestic migration. This region is

suffering from a “brain drain.” Many highly skilled, well-

trained workers have left the Midwest for the South and

the West. Furthermore, national projections indicate that

the labor and skills shortages seen in the 1990s will only

intensify in the future.

In order to maintain steady levels of economic growth

and ensure overall prosperity within their states,

policymakers in this region must discover effective

ways to create, recruit and retain a skilled workforce.

Meanwhile, they also will need to meet the challenges

created by the arrival of immigrants, a population that

could make vital contributions to the region’s economy

in the future.

Movement within a state’s borders is also an important

demographic indicator. Statistics indicate that

suburbanization is occurring more dramatically in many

parts of the Midwest when compared to population shifts in

other regions of the country. Population growth in suburban

Examination of demographic trends helps policymakers plan ahead
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areas has been occurring for multiple generations, and more

and more emphasis is being placed on its effects — from

the environmental and transportation concerns related to

sprawl, to the loss of populations and tax bases in rural

areas and inner-city neighborhoods. Recent legislative

action suggests that states are in a position to take a more

active role in land-use issues, but developing successful

policies often proves to be extremely difficult.

States are just beginning to analyze how recent changes in

public policy might have influenced demographic trends in

another area: family structure. Increases in single-parent

households and out-of-wedlock births over the last half

century have been the subjects of much consternation and

political debate, but reversals in these trends were seen in

the late 1990s. These changes will amplify lawmakers’

interest in pursuing public policies that affect the prevalence

of various household types.

Contributors
Five members of CSG’s Midwestern Office staff

contributed to this report. Jacqueline M. Kocinski wrote

the section on the aging population. She is a public

policy analyst and staffs the Midwestern Legislative

Conference’s Health and Human Services Committee.

Publications manager Tim Anderson examined the issue

of family structure, while regional director Mike

McCabe studied the regional trends in and effects of

immigration. The section analyzing the Midwest’s skilled

workforce shortage was written by Laura A. Tomaka. A

program manager with CSG’s Midwestern Office, she

also staffs the MLC’s Economic Development Commit-

tee. Jeff Greco, a policy analyst who staffs the MLC’s

Agriculture Committee, is the author of the section on

suburban growth.

The last part of this report includes various state and

national statistics gathered by the U.S. Census Bureau

and other federal agencies. We hope that each section in

this publication provides valuable information and

analysis for Midwestern policymakers as they attempt to

prepare state governments and their citizens for the

challenges and opportunities that lie ahead in the 21st

century.
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Aging: Elderly population will rise
More demands will be placed on region’s health care systems

Over the next half century, the world’s population will

grow markedly older. The number of people age 60

and above will triple — to nearly 2 billion worldwide — and

there will be a five-fold increase in the number of people

over 80 years of age, to 379 million. In the United States,

the only major industrialized nation whose overall population

is expected to grow over the next 50 years, this trend is of

particular concern, as the number of elderly Americans (age

65 and older) is projected to top the number of young

during this period.

Policymakers at all levels of government are examining the

social, economic and health implications of this dramatic

demographic shift, with many already having begun to plan

for the challenges that lie ahead.

Planning for the future
Today, the Midwestern region has the highest percentage of

counties with proportions of adults 65 years old and over

that exceed the

overall U.S.

proportion, but this

is largely a reflec-

tion of a regional

trend that has seen

an out-migration by

younger people,

while older resi-

dents stay in place.

In fact, 2000 U.S.

Census Bureau

figures show that

over the last

decade, the older

population has

grown at a much

lower rate (7 percent) in the Midwest than in the West (20

percent) or South (16 percent), for example. However, as

those born between 1946 and 1964 — commonly referred to

as the baby boom generation — reach retirement age after

2010, the elderly population is expected to soar in this

region. Aging is expected to slow temporarily after 2040,

when the baby boomers’ generation dies, but pick up again

as fertility rates stay low and mortality rates continue to

decline.

Forty-five million Americans — or one in every six — are

60 or older. Over the next 30 years, one in every four U.S.

residents will reach that mark. To prepare for this aging

trend, many states have begun to examine statistical

forecasts and project possible policy implications under

various scenarios. The goal is to assess current state

resources, see where — when examined against future

needs — gaps exist and determine what will have to be

addressed. In California, for example, the Legislature in

1999 passed a law calling for the secretary of the state

Health and Human Services Agency to develop, by July

2003, a statewide strategic plan that focuses on impending

demographic, economic and social changes triggered by the

aging population. A

working group

headed by Univer-

sity of California

researchers

presented its

recommendations

to lawmakers this

past April, and

these will serve as

a basis for the

state’s plans.

Here in the Mid-

west, Minnesota

began a two-year

initiative in 1996 to

engage all segments of the populace in a discussion of what

the demographic changes resulting from the aging of the

baby boom generation will mean for the state. As part of

Minnesota’s Project 2030 — named for the point in time

PERCENT OF TOTAL STATES’ POPULATIONS 65 YEARS OLD AND OVER

1995 2025

Source: U.S. Census Bureau, Current Population Reports (1997)

19 to 20 12

21 or more 13 to 18
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when the proportion of the state’s population over age 65 is

expected to be at its height — special liaisons in each state

agency worked cooperatively with the office of the governor

to analyze what the department’s particular needs will be in

light of an aging population and to determine measurable

indicators of readiness to address these needs.

Projects like those undertaken in California and Minnesota

are identifying key policy challenges that states will be

forced to confront in the not-so-distant future. Investiga-

tors are finding that issues such as the economic status of

the elderly; employment and retirement; health status and

service needs, including mental health; long-term care;

family caregiving; housing for older adults, including

assisted living; transportation and mobility; and overall

strategies for successful aging will require the attention of

policymakers if the economic and social fabric of society is

to remain strong.

Economic challenges
The economic implications of a rapidly aging society are

profound, and researchers have been quick to warn of the

serious fiscal consequences that will likely accompany this

demographic shift. Economists project that the aging trend

will yield particularly adverse effects on economic expan-

sion after 2010, as workforce growth slows and spending

on age-related government transfers increases. These

changes reflect the short-term effect of the aging of the

baby boom generation and the longer-term consequences of

reduced fertility rates and increasing life expectancy. The

changing age composition of the U.S. population will

reduce the share of workers and increase the number of

dependent elderly. This ratio of elderly to working adults

is significant because, 30 years from now, workers will

be supporting far greater numbers of retirees than is

currently the case. Under these circumstances, the

nation’s social insurance system as it is presently

structured will not be able to adequately support a

majority of beneficiaries.

Private savings rates, particularly personal savings, have

been on a sharp decline overall, and this is a trend expected

to continue. Due in part to public provision of benefits such as

Social Security, Medicare and Medicaid, individuals tend to

save only modestly for future retirement needs. However,

with the tendency toward earlier retirement and longer life

spans, even more savings will actually be necessary to

maintain current growth in living standards. At the same time,

the aging of the population will have a significant impact on

public savings, as major government transfer programs

disproportionately benefit the elderly. In the face of this

looming reality, governments may well look to create incen-

tives for private savings.

It is news to no one, especially state policymakers, that the

cost of health care has been rising, and skyrocketing out-

of-pocket health care costs are likely to be the chief culprit

threatening the economic status of seniors in the future.

Today, expenditures on the elderly account for 8 percent of

the gross domestic product, but by 2075, they are projected
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to account for 23 percent. Health spending is expected to

make up three-quarters of this increase.

National spending for drugs has tripled in the last decade

and is projected to more than double between 2000 and

2010, from an estimated $117 billion to $366 billion,

according to the Health Care Financing Administration.

Americans 65 and older pay an average of $1,205 a year for

prescriptions — up from $559 in 1992. By 2010, the cost

will rise to $2,810.

States have already turned their attention to the financial

burdens placed on the elderly who lack pharmaceutical

coverage, with more than 30 enacting plans designed to

help seniors meet their often staggering drug expenses.

People between the ages of 65 and 74 take an average of

nine prescription medications, and among those age 75

and over, the number of medications averages more than

11. Efforts to develop drug benefits for seniors not only

reflect a desire to ensure that the 85 percent of the

elderly who require prescription medications can take

them, but that their struggle to pay for the medicine

does not push them into poverty.

While a variety of pharmaceutical assistance initiatives

have been developed across the nation — from Iowa’s

discount program, to Wisconsin’s newly enacted sub-

sidy program (set to become operational in September

2002), to a Maine program that combines drug dis-

counts and price controls — in the Midwest, only half

of the states have plans in place. The remainder will be

pressed to come up with answers for their senior

citizens trying to maintain the level of health that today’s

medicines help ensure.

Caring for the elderly
Because of advances in medicine, as well as the general

pursuit of healthier lifestyles, seniors are living longer.

Currently, the most rapidly growing segment of the U.S.

population is the oldest old, those age 85 and over. In just

the 1990s, this population group grew by 38 percent. Even

the number of centenarians rose by 35 percent over the last

decade. The U.S. Census Bureau projects that as many as 1

million individuals will be 100 or older by 2050. So, while

older Americans are indeed enjoying healthier lives, needs

are expected to increase for long-term care and other

support services.

Long-term care encompasses a range of services, including

skilled nursing care, home health care and adult day care, as

well as assistance with chores, meals, transportation or

other social services. State oversight of skilled care and

assisted living facilities will become even more important as

the numbers of elderly grow. For the majority of seniors

who may not need intensive care, self-directed services that

allow them to remain at home will be a priority.

Today, states enjoy the flexibility to provide home- and

community-based care services under waivers in the

Medicaid program. However, with a current shortage of

nurses and home health care workers that is only expected

to grow more acute, states will need to turn their attention

to shoring up the health care workforce. In Nebraska,

legislators have approved a nursing scholarship program

that includes financial incentives for the recruitment and

retention of nurses in the state. Gov. Bill Janklow

included in his fiscal year 2003 budget recommendation

the establishment of two temporary programs designed

to increase the number of nurses in South Dakota. One

would develop a concentrated 12-month baccalaureate

program in nursing for those who already possess a

relevant degree. Another would use intergovernmental

transfer fund dollars to expand the availability of 24-

month associate nursing degree programs to four central

state locations. The goal of the program is to encourage

graduates to remain and work in areas of high need.

Under these proposals, at the end of five years, the state

would expect to see an additional 450 nurses added to

its ranks.

Still, the formal health care workforce will never be adequate

to address the needs of a booming senior population, and

informal caregivers will remain the true backbone of the

nation’s long-term care system. In the most recent National

Long Term Care Survey, conducted in 1994, there were more

than 7 million individuals serving as informal caregivers,

providing unpaid help to senior relatives. The federal govern-

ment gives states options for caregiver support, such as
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respite care or support groups; specialized information,

referral or training; and care management under Medicaid.

There is no escaping the fact that the burden of paying for

long-term care falls disproportionately onto states. For

those unable to cover the expense, Medicaid pays for

approximately 63 percent of all long-term care. With state

Medicaid costs already breaking many budgets, the increas-

ing need for

long-term care

that will

accompany a

rising elderly

population will

require states to

redouble their

efforts to

encourage the

purchase of

private insur-

ance. Indiana’s

long-term care

program, the

Indiana Partner-

ship Program, is

one of only four

such initiatives nationwide. The state partners with insurance

companies and agents to make available a high-quality, long-

term care insurance product with built-in consumer protection

features, such as safeguards against inflation. Indiana’s plan

stands out as a model because it provides participants with the

added benefit of Medicaid asset protection should they

exhaust their private insurance benefits. A unique agreement

resulting from legislation passed in both Indiana and Connecti-

cut means that Indiana residents who move to Connecticut

will enjoy such protection in their new home state as well.

And, as of 2001, Hoosiers purchasing long-term care insur-

ance through the Indiana Partnership can receive a 100

percent state tax deduction for premiums paid, with no cap on

the amount claimed.

Beyond recognizing the need for enhancing traditional care

and services for the elderly, a burgeoning senior population

will require states to enhance programs that foster indepen-

dence, providing older citizens with easy access to the

resources and services that affect them. Nutrition, housing

and transportation needs will need to be addressed, and

elderly citizens living in rural communities will face special

challenges in these and other areas.

The impact of mental health on the well-being of older

Americans has tended to receive scant attention, though they

commit suicide

at a rate 50

percent higher

than that of

people under the

age of 65.

Depression is a

key factor in

suicide among

seniors, but to

date there has

been poor

recognition of

the problem and

little treatment

targeted to the

needs of the

elderly.

Meeting the needs of seniors
Clearly, the demographic shift toward an aging America

means states will have no choice but to look at whether

they will have to develop new ways of doing business to

accommodate the changing needs of their citizenry, and

most will agree that planning for these changes cannot

begin too soon if policymakers are to ensure that the age

wave does not strain states’ abilities to provide the supports

required. Further, older citizens are a politically active group

in the United States and thus a powerful force at the polling

place. Lawmakers can expect to feel pressure from seniors

who want to ensure that future policies guarantee the same

rights and privileges to all citizens, regardless of age, that

they have the right to be autonomous in the decision-

making processes affecting their independence, and that

they have a voice in the development of policies and

initiatives impacting them.
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The increase in the number of children being raised by

      single parents has been one of this country’s most

scrutinized cultural changes over the last several decades.

But in the latter part of the 1990s, some compelling new

trends arose that captured the attention of policymakers and

social critics alike. The percentage of children under 18

living with a single mother dropped, while the rate of births

to unmarried women leveled off after a half century of

dramatic increases. These changes were welcome news to

those who for years have bemoaned the effects of the

declining two-parent family structure on children, society

and government itself.

So now an intriguing question is being asked: To what

extent, if any, did government policy have a role in halting a

trend that had been occurring over multiple generations?

Ultimately, the response of state lawmakers will help

determine the direction and shape of social policy. Some

observers believe the trends reversed thanks to the 1996

federal welfare reform law and state programs that fol-

lowed, arguing policy modifications encouraged the two-

parent family structure and reduced out-of-wedlock births

by demanding more personal responsibility of people

receiving welfare benefits. Others, though, note that the

recent trend also coincided with unusually strong economic

times. They also question whether any government policy

could have such a rapid, direct impact on a fundamental

societal unit like family structure.

Research analyzing the story behind the statistics has just

begun, and it is too early to tell whether the leveling off of

single-parent households and out-of-wedlock births will be

fleeting or a more long-term trend. It is clear, though, that

public policymakers will increasingly be interested in

seeking ways to affect family structure.

A regional perspective
Most Midwestern states have a larger percentage of

households headed by married couples when compared to

the national average. In fact, 2000 U.S. Census Bureau

statistics indicate that four of the region’s states —

Iowa, Kansas, Nebraska and South Dakota — had

among the 10 highest proportions of married couple

households in the nation. Higher or lower populations of

older people, who are more likely to be married, can

partly explain the state differences. However, many

states in this region also have a lower percentage of

female-headed family households (no husband present).

North Dakota (7.8 percent) and Iowa (8.6 percent) have

the lowest percentages in the nation, while Kansas,

Minnesota and South Dakota also are near the bottom.

Only Illinois and Michigan have percentages of female

family households higher than the national average, 12.2

percent. The same reasons given for the rise in single-

parent families might also explain differences between

regions and states. They include changes in social norms

and values, growth in the economic independence of

women and the narrowing of the wage gap.

Despite statistical variations, no state has been untouched

by changes in the family structure. Between 1960 and

2000, the percentage of U.S. children living in single-parent

homes rose from 9.2 percent to 26.7 percent. Poverty rates

are higher in this type of household; in turn, income levels

have been shown to influence family structure. (Parents with

low incomes have higher divorce rates and are more likely not

to get married in the first place). Nationally, 12.7 percent of all

families with children under the age of 18 lived in poverty in

2000, compared to 6 percent of married-couple families with

children under 18. The figures are even more striking among

certain minority groups. For example, 24.9 percent of all

black families with children under 18 years old and 22.9

percent of Hispanic families with children under 18 lived in

poverty in 2000. Among married-couple families with chil-

dren, the numbers drop to 6.3 percent (blacks) and 16.9

percent (Hispanics).

State policymakers have a clear interest in the numbers.

First, income levels within a state affect tax bases and

revenue streams. Second, low-income families are more

Family structure: A reversal of trends
Policymakers will look for ways to nurture stronger families
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likely to need state services through programs such as

Medicaid. Finally, policy areas of top concern in govern-

ment — education,

criminal justice and

health care — are

impacted. For ex-

ample, at a time when

states are increasingly

scrutinizing student

achievement and

assessment, studies

indicate that children in

single-parent homes

tend to have below-

average test scores,

poorer attendance

records, higher

dropout rates and

lower expectations

about college. In

addition, delinquency

rates are less prevalent

in two-parent house-

holds. One study of

1993 juvenile incar-

ceration rates in

Wisconsin found that 87 percent of the offenders came

from never-married households or broken homes. A U.S.

Department of Health and Human Services report con-

cluded that adolescents living with two biological or

adoptive parents were significantly less likely to use or have

problems with illicit drugs, alcohol or cigarettes than

adolescents in other family structures.

Figures like these, combined with the statistical trends seen

in the late 1990s, will energize policymakers interested in

legislation that actively promotes two-parent households.

But resistance will come from those who believe such

governmental attempts are simplistic or misguided. Another

argument will be for state government to instead focus on

providing additional economic and community resources to

low-income families.

Some of the same studies that report lower achievement

among children in single-parent families also conclude that

the most important factor is low income. In fact, research-

ers at RAND — a

nonprofit research

institution — found

that “single-parent

status by itself was not

significant” in deter-

mining student perfor-

mance. Factors such

as parents’ education

and income levels

were much more

important; moreover,

large investments in

school systems were

found to positively

influence achievement,

specifically among

minority youths.

In the future, state

policymakers will

consider different

public policy ap-

proaches. Some

policies will aim to influence trends in family structure,

while others will concentrate on providing vital resources to

individuals living in various household types.

Impacting family structure
As part of the 1996 welfare reform law, the federal govern-

ment tasked states with developing strategies to reduce the

number of out-of-wedlock births and has since provided

bonus money to the highest-performing states, one of which

has consistently been Michigan. Among the programs created

in the Wolverine State is the Michigan Abstinence Partnership.

Formed in 1993 by the Department of Community Health, the

partnership has created an award-winning media campaign,

along with various educational programs, that target 9- to 14-

year-olds and their parents.

Other states also have been placing a greater emphasis on

curbing the frequency of nonmarital childbearing, especially
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among teens. Additional funding will mean more scrutiny

of the effectiveness of state abstinence education

programs and other initiatives. If successful, the efforts

could save the government money. Women age 17 and

under who give birth outside of marriage are more likely

to go on public assistance and spend more years on it

once enrolled. Among children living with single moth-

ers, children born outside of wedlock are 1.7 times as

likely to be poor than those born to married parents.

Another attempt to reduce nonmarital childbearing has been

the establishment of family caps on welfare benefits. In states

such as Illinois, Indiana, Nebraska, North Dakota and Wis-

consin, welfare checks do not increase with family size.

These measures have reduced benefits among certain recipi-

ents, but research so far is inconclusive about the effects on

the rate of out-of-wedlock births. If found to be effective,

momentum will increase for family caps to be implemented

beyond the 23 states that now have them in place.

A sometimes more contentious method of impacting

family structure involves various state attempts at

“marriage preservation.” In response to rises in divorce

rates and single-parent families, some lawmakers already

have tried to intervene legislatively. Florida now requires

that marriage education be taught in high school and

offers discounts on marriage license fees for couples

who take premarital classes. In Oklahoma, a $10 million

Marriage Initiative has been launched with the goal of

reducing the state’s divorce rate by one-third by 2010.

In fall 2001, a group of Michigan lawmakers introduced

legislation that would create a $50 marriage preservation tax

credit for premarital/marital education or counseling

programs and modify the state’s no-fault divorce system.

In another measure, a divorce would be granted to parents

only after completion of the following: a program that

discusses the consequences of divorce, and development of

a plan that spells out custody arrangements for children.

Some of the recent state initiatives in the areas of marriage

and divorce are obvious attempts to impact family struc-

ture, but more traditional policies — although perhaps

more subtle or far-reaching in intent — can have a

considerable effect. One particularly interesting example

that lawmakers might consider when shaping future

welfare policy comes from a 2000 study by the Man-

power Demonstration Research Corp. The nonprofit,

nonpartisan organization studied the Minnesota Family

Investment Program (MFIP), that state’s welfare reform

initiative, and its effects on long-term recipients (both

single-parent and married households).

The program, examined when it was a pilot project

(between 1994 and 1998), was considered unique at the

time because its goal was not only to move welfare

recipients into work and to reduce dependence on public

assistance, but also to help working families leave poverty.

Recipients were given financial incentives to get jobs and,

once employed, could retain more of their welfare benefits

when compared to more traditional government pro-

grams. In addition, child care subsidies were paid

directly to providers.

Among single parents in MFIP, employment increased and

poverty decreased, while the behavior and school perfor-

mance of children in these families improved. In addition,

recipients were more likely to marry compared to people

receiving benefits from the traditional Aid to Families with

Dependent Children (AFDC) program.

The effects on two-parent families were somewhat differ-

ent. Family earnings actually decreased because one of the

two parents was more likely to reduce employment hours

or delay entry into the workforce. However, overall income

rose due to the program’s financial incentives and less

restrictive rules for two-parent families. The two-parent

families in MFIP over a three-year period also were much

more likely to stay married (67 percent) than were those in

AFDC (38.1 percent). Researchers suggest that the en-

hanced benefits for working families, and resulting reduc-

tions in work hours and financial strain, contributed to the

promising marital statistics.

The study gives hope to state policymakers who would like

government assistance to not only provide immediate help

to individuals in need, but also influence long-term trends in

family structure.
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Helping low-income families
If reduced financial strain can improve marital stability, then

perhaps more legislatures will consider enactment or

expansion of earned income tax credits (EITC), which, by

supplementing the wages of low-income workers, attempt

to reduce poverty and promote work.

Five Midwestern states —  Illinois, Iowa, Kansas,

Minnesota and Wisconsin — are among the 16 that

currently have EITCs. All are modeled after the federal

version, but significant variations exist between indi-

vidual states’ tax credits.

Supporters of EITCs often single out the plans in place in

Minnesota and

Wisconsin.

Minnesota

offers one of

the largest tax

reductions for

working

families,

between 15

percent and 46

percent of the

federal credit

depending on

earnings, while

Wisconsin’s

system is the

only one that

changes the

amount of

credit depending on the number of children in a family (4

percent for one, 14 percent for two and 43 percent for three).

Improving child support collection is another way states

can help boost the income levels among single-parent

households and, in the process, reduce families’ needs for

state assistance. In addition, it can help keep marriages

together or improve relations between divorced parents.

According to the most recent U.S. Census Bureau report

analyzing child support data, of the 14 million custodial

parents eligible for child support in 1997, 41 percent had

received the full amount owed them. The poverty rate for

families receiving all child support payments was 15.2

percent; it climbed to 35.7 percent for those getting no

payments. States, armed with technological advances

and enhanced enforcement abilities, will continue to test

new ways of improving collection rates. For many

households, particularly low-income families without the

resources to pursue child support collection effectively,

government intervention is vitally important.

Public policy directions
Few trends have been the focus of more political cam-

paigns and sloganeering than the demographic shift toward

more single-

parent homes,

one of the

underlying

issues that led

to the much-

used term

“family values.”

Although

serious doubts

have existed

about whether

public policy

can — and

should —

correspond

with the

political rheto-

ric, legislative

initiatives indicate a willingness to try. Recent trends

regarding out-of-wedlock births and family household types

will likely embolden these efforts.

Regardless of ideological perspective, it is clear that

state programs impact families. More attention is now

being placed on the ability of public policy to influence

household structure. Meanwhile, lawmakers will con-

tinue to look at how state programs can improve the

lives of families — regardless of household structure —

and, in the process, make them less reliant on govern-

ment services.

LIVING ARRANGEMENTS OF CHILDREN UNDER 18 YEARS OLD

(PERCENT LIVING WITH ONE PARENT)

Source: U.S. Census Bureau (Historical Time Series)
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Immigration: The new Midwesterners
Increase in foreign-born residents provides challenges and opportunities

America’s image as a nation of immigrants is more than

  just a reflection of its past. As a new century begins,

the country is once again awash in new arrivals, just as it

was a century ago. Like the great wave of immigration that

marked the early decades of the 20th century, the current

era of mass immigration is changing the fabric of American

society. From coast to coast, and increasingly in the heart

of the Midwest, immigrants are arriving in unprecedented

numbers, and their impact on the states and local communi-

ties in which they settle presents a wide range of challenges

and opportunities for policymakers.

New Americans, new neighbors
In 1970, immigrants accounted for less than 5 percent of

the total American population. In the last three decades,

however, more than 26 million new immigrants — about a

third of all immigrants who have

ever come to America — have

arrived in the United States.

During that time, America’s

foreign-born population has

grown to more than 30 million

(more than twice the number at

the peak of the early-20th-

century immigration wave), and

the immigrant share of the total

population has more than

doubled, climbing to almost 11

percent (a 70-year high).

In the last 10 years alone, the

immigrant population grew by

more than 50 percent, or four

times faster than the total

population and more than six

times as fast as the native-born

segment. With more than a

million new immigrants (legal

and illegal) arriving each year, the foreign-born population

rose by almost 11 million in the 1990s. The vast majority

(700,000 to 900,000 per year) were legal immigrants who

came to join family members or to find work, but the

Immigration and Naturalization Service (INS) estimates that

several hundred thousand illegal immigrants also entered the

country each year. Recent U.S. Census Bureau estimates

indicate that the American foreign-born population now

includes as many as 8 million illegal immigrants, counting

those who entered the country illegally (about 60 percent of

the total, according to the INS) and those who overstayed

temporary visas.

The recent influx of new arrivals has been most apparent in

the handful of states that are now home to the majority of

America’s immigrants. California alone accounts for more

than 30 percent of the nation’s foreign-born population

(more than twice the share of any other state), and the top

six immigrant states (California,

New York, Florida, Texas, New

Jersey and Illinois) together

encompass more than 70

percent of the nation’s immi-

grants, or almost twice their

share of the general population.

But in unprecedented numbers,

new arrivals are settling in

states and communities across

the country, many of which are

experiencing disproportionately

rapid growth in their immigrant

populations.

Here in the Midwest, where total

population growth in the 1990s

(7.8 percent) lagged behind the

national pace (13.2 percent), the

foreign-born population grew by

62.1 percent, easily exceeding

the national rate of 54.1 percent.

And in individual Midwestern states, which experienced

total population growth rates ranging from less than 1
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percent in North Dakota to just over 12 percent in Minne-

sota, immigrant population growth rates ranged from 29

percent in Ohio to more than 170 percent in Nebraska. In

fact, immigrant growth rates exceeded the national pace in

seven of 11 Midwestern states, including three (Iowa,

Minnesota and Nebraska) that saw increases of more than

twice the national rate.

Immigrants still account for a

relatively small share of the

total population in most

Midwestern states (less than 5

percent in eight states) and in

the region as a whole (5.64

percent compared to 10.83

percent nationally), but the

region’s foreign-born popula-

tion, which now includes just

over 10 percent of the

nation’s immigrants, is large

(3.3 million) and growing

disproportionately fast. With

an estimated 13 million new

immigrants predicted to enter

the United States over the

next decade, the Midwestern

states can expect to see their

immigrant populations climb

sharply in coming years.

Driven by a wave of recent immigration from Mexico,

which alone accounts for more than a quarter of the

foreign-born in the United States, Latin America has

emerged as the single largest source of immigrants in

America (15.5 million, or more than half of all immigrants).

Asia is the second largest source (27.5 percent), and

Europe is third (15.7 percent). By comparison, this region’s

immigrant population is significantly less Hispanic (34.7

percent), slightly more Asian (30.4 percent) and consider-

ably more European (27.6 percent). But Latin America

remains the largest source of immigrants to the Midwest as

a whole, even though it is the largest source in only four

Midwestern states (Illinois, Indiana, Iowa and Nebraska).

Asia, the Midwest’s second largest source, is the leading

provider of immigrants in five of the region’s states

(Kansas, Michigan, Minnesota, South Dakota and

Wisconsin), and Europe remains the top source in two

(North Dakota and Ohio).

The impact of immigration
While America’s immigration policies are debated and

determined primarily at the federal level, state and local

governments bear the principal

responsibility for welcoming

and integrating immigrants

into their new communities.

The National Academy of

Sciences (NAS) has concluded

that immigrants make invaluable

contributions to the American

workforce and to the economy

as a whole, but successful

assimilation takes time, and

new immigrants must often

overcome significant obstacles

during the transition.

Though many immigrants

come to the United States in

search of work, most are

unskilled and undereducated.

Fewer than half (44.9 percent)

are trained beyond the high

school level, and the segment with less than a high school

diploma (30 percent) is about three times as large as that of

the native population. On the other hand, immigrants are

slightly more likely than natives to possess graduate or

professional degrees, but the highly educated comprise

relatively small shares of both populations (10.7 percent and

9.3 percent). Clearly, as the influx of new arrivals contin-

ues, states will increasingly be challenged to meet the

educational needs of immigrants and their children.

The health and welfare of immigrants are also concerns,

primarily due to the disproportionately high rate of poverty

among the foreign-born population. According to the

Census Bureau, the nationwide poverty rate for immigrants

(16.8 percent) is about 50 percent higher than that of

FOREIGN-BORN POPULATION BY REGION OF BIRTH,
PERCENT SHARE (RANK WITHIN STATE), 2000

Source: U.S. Census Bureau
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natives (11.2 percent), but the rate varies considerably by

country of origin and decade of entry into the United States.

For example, more than a quarter of Mexican immigrants,

but less than 10 percent of those from India, live in poverty.

And whereas more than 23 percent of all immigrants who

arrived in the 1990s are poor, less than 12 percent of those

who arrived in the 1970s live in poverty, numbers which

suggest that immigrants who stay and become integrated

into the general population tend to fare better over time.

Not surprisingly, immigrants tend to be high users of

welfare programs when compared to natives, though

reforms in the late 1990s that made citizenship an eligibility

requirement for most public benefits have narrowed the

gap. Still, as more immigrants arrive and become citizens,

the high immigrant poverty rate will inevitably impact state

and local public assistance programs.

Another concern is that while immigrants tend to be

healthier than natives, they are two-and-a-half times

more likely to lack health insurance. But a recent report

by the Kaiser Commission on Medicaid and the Unin-

sured concluded that immigrants are not a major cause

of recent growth in the nation’s uninsured population. In

fact, between 1994 and 1998, the number of new

immigrants without health insurance actually declined by

100,000.

While these and other concerns tend to fuel a perception

that immigrants are a drain on public resources, the NAS

has concluded that the average immigrant actually contrib-

utes $1,800 more in taxes than he or she consumes in

public benefits each year.

Other studies have shown that state and local governments

lose money on foreign-born residents since most immigrant

taxes are paid to the federal government while the bulk of

immigrant services are provided locally. But the NAS found

that over a lifetime, immigrants and their children pay an

average of $80,000 more in total taxes than they receive in

local, state and federal benefits combined.

Moreover, according to the National Immigration Forum, as

they assimilate over time, immigrants tend to become net

economic contributors, usually after 10 to 15 years of

residency. In fact, adult immigrants who become citizens

(as do almost 40 percent) tend to have higher incomes and

pay more in taxes than do natives.

Immigrants are also increasingly seen as invaluable addi-

tions to the nation’s workforce, especially in states where

labor shortages and slow population growth have posed

economic threats. In some states, new immigrants ac-

counted for most, or even all, of the total population growth

over the last decade, and nationwide, foreign-born

residents now comprise almost 13 percent of the

workforce. Many (41.7 percent of all immigrant work-

ers) find employment in unskilled occupations, where

they tend to constitute disproportionately large shares of

total workers. But most (58.3 percent of the total) work

in skilled occupations, where, compared to natives, they

comprise disproportionately small shares of all workers.

This dynamic tends to feed the misperception that most

immigrant workers are unskilled, when, in fact, un-

skilled immigrants simply tend to be more visible relative

to their skilled counterparts.

States take action
As the American landscape continues to change, immigrant

issues are beginning to appear more frequently on state

policy agendas. States with relatively small foreign-born

populations have been slow to address the unique chal-

lenges and opportunities that immigration presents, but that

too is beginning to change.

In Iowa, for example, Gov. Tom Vilsack embraced the

promise of immigration when he launched an initiative

designed to attract more skilled immigrant workers into

his state. Motivated in part by concerns over the state’s

tight labor market and aging workforce, the New

Iowans Pilot Project challenged three Iowa communities

to assess their future workforce needs and to begin

developing the cultural and public support systems

necessary to attract and retain new immigrant workers.

The hope is that by welcoming and integrating skilled

immigrants into the general population, local communi-

ties and businesses will thrive and the state’s economy

will continue to grow.
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The plan drew criticism from opponents concerned

about the potential downside of in-

creased immigration, but the program

will be evaluated after the pilot commu-

nities complete their initial assessments

and submit recommendations to the

state.

Farmers in North Carolina have also

become recruiters of immigrant workers in

a cooperative effort (administered by the

North Carolina Growers Association)

designed to meet their seasonal labor

needs. And participants in a rural summit

held last summer in Minnesota learned that

immigrants have breathed new life into that

state’s rural communities, while posing

new challenges related to housing and

education.

As they seek to meet the challenges

generated by immigration, officials will

undoubtedly draw from the experiences of states with

larger immigrant populations.

In Illinois, for example, the state long ago established a

Bureau of Refugee and Immigrant Services to address the

needs of a foreign-born population that now numbers more

than 1.5 million. Housed within the Department of Human

Services, the bureau coordinates the efforts of community-

based organizations and other partners throughout the state

to provide immigrant services ranging from community

outreach and interpreter training to English-as-a-second-

language instruction, civic education and INS advocacy.

The bureau also develops policy recommendations to

facilitate the integration of immigrants into the state’s

service system.

Influx of new arrivals will continue
Barring a dramatic shift in federal policy, the immigrant

tide will continue to rise in the years to come. By the

end of last summer, the stage even appeared to be set

for a loosening of immigration policy. But talk of freer

movement across America’s southern border and a

gradual amnesty for the nation’s illegal aliens was

quickly replaced following the Sept. 11

terrorist attacks by calls for tighter

border controls, closer monitoring of

temporary visa holders and a crackdown

on illegal immigrants. The recent

economic downturn has also reduced

the demand for foreign labor, at least

temporarily, but most observers believe

the flow of immigrants will remain high

in the long run.

If the Census Bureau’s projections

prove accurate, immigration will play an

important role in America’s future

population growth. By 2050, Hispanic

Americans will constitute 20 percent of

the American population, while non-

Hispanic whites will account for a bare

majority, down from almost 75 percent

in 1995.

Governmental impacts
The implications of this growth are especially significant for

policymakers at the state and local levels, who will see both

the composition and the concentrations of their constituencies

change. Although it may not be surprising that immigrants are

far more likely than natives to live in central cities (and far less

likely to live in rural areas), what is surprising is that more

immigrants now live in suburban communities than in cities.

Some migrate to the suburbs after settling initially in larger

urban centers, but increasingly, new immigrants first come to

the suburbs, usually because jobs and friends or family

members are there. If that pattern continues, immigration will

contribute to the suburbanization of American society.

Government itself remains one of the most important arenas

in which new immigrants will likely make their mark in the

years to come. To date, political influence has been slow in

coming for the nation’s foreign-born, but with immigrants

already accounting for more than 5 percent of all eligible

voters (and more than 15 percent in California), that too

will change as America’s immigrant heritage gives way to

its immigrant future.
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Skilled workforce shortage: The race is on
Midwestern states search for ways to train, retain their workers

Just as developments in technology and human capital led

the transition of the United States from an agricultural to

an industrial economy in the late 19th century, America

began another economic transformation in the latter half of

the 20th century, driven once again by new technologies

and advancements in human capital. And just as the earlier

changes disrupted old ways of doing business, this most

recent transition from an industrial economy to a knowl-

edge-based, information economy has challenged old

economic models that are no longer appropriate.

In this New Economy, those workers with the applicable

skills and knowledge will prosper, or at least keep pace, but

those lacking the necessary skills and training simply will

not. Demand for skilled labor, even in times of job cut-

backs, remains high and will only increase in the coming

decades, resulting in an economic imperative to create and

maintain an educated, skilled workforce to make certain

that the information economy continues to move forward.

In the Midwest, which in the past decade has experienced a

steady siphoning off of some of its most skilled and talented

young workers, policymakers are challenged to reverse the

decade-long “brain drain” trend in order to ensure and

improve future economic growth and prevent their citizens,

communities and states from being left behind.

Employment and population trends
The 1990s marked the longest period of economic expan-

sion in U.S. history, and some of the nation’s largest budget

surpluses, greatest declines in welfare rolls, and lowest

poverty levels and unemployment rates were experienced in

Midwestern states. Gains in employment were particularly

noticeable in this region, as jobless rates were typically a

half to a full percentage point lower than the national

average, which hovered around 4 percent during the late

1990s. Unemployment figures in Indiana, Iowa, Minnesota,

Nebraska, North Dakota and South Dakota dipped well

below 3 percent.

The nation’s historic period of economic growth ended

in 2001, and among the more recent trends has been a

rise in jobless rates. Still, the region’s unemployment

numbers continue to outperform the rest of nation. In

October 2001, the national rate jumped to 5.4 percent (up

from 4.9 percent in September). North Dakota’s 2 percent

unemployment rate marked the lowest in the nation, while

figures in Iowa, Nebraska, South Dakota and Wisconsin

also remained below 4 percent. At 5.5 percent, Illinois was

the only Midwestern state to top the national jobless rate.

Low unemployment rates, which lead to tight labor mar-

kets, have highlighted the struggle of businesses to recruit

adequately trained and qualified workers. The emergence of

a gap between the skills required by employers and those

possessed by workers has put states in a race to create,

recruit and retain individuals able to fill openings in increas-

ingly technological workplaces. Finding and keeping skilled

workers became the biggest employment issue of the late

1990s. Despite the recent slowing of the economy, projec-

tions indicate that the nation will continue to face shortages

of labor and skills at all levels. Trends portend that the

Midwest will feel this shortage, driven by both economics

and demographics, more acutely than the western and

southern regions of the nation.

The 2000 U.S. Census shows that in the 1990s, the total U.S.

population grew by about 13 percent — a figure that was not

matched by a single state in the region. The average popula-

tion growth rate in the Midwestern states between 1990 and

2000 was 7.8 percent. Minnesota topped the regional list at

12.4 percent, barely outperforming the slowest growing of

the western states, and neighboring North Dakota’s population

remained nearly flat, at 0.5 percent growth.

In addition to birth rates and death rates, net domestic and

international migration rates comprise the third factor that

accounts for almost all of the change in population, and

migration patterns have shaped the recent labor force trends

in the Midwest. Every U.S. state experienced positive

foreign immigration within its borders. Looking at domestic

migration, however, a much different picture emerges, with
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some states exporting large numbers of residents to other

states. In the Midwest, only Indiana, Minnesota and

Wisconsin maintained more of their own citizens than they

lost to out-of-state migration. The fact that these are the

same three states that had the greatest rates of population

growth in the region points to the importance of maintaining

residents in order to achieve growth.

Contrary to a commonly held perception of the region, the

problem of population loss

through outmigration is not

just limited to the Great Plains

portion of the Midwest. The

Great Lakes states are

struggling with this as well.

Illinois, Michigan and Ohio

(along with North Dakota) all

saw more residents move out

of their states than join their

citizenries through migration.

In other states, immigration

helped ease the negative

impact of the outmigration of

native-born populations.

A closer examination of the

demographic components of

migration is important in

understanding the economic

and employment impacts of a shifting population. Recent

research has shown that better-educated people — those with

trade skills or college degrees — are more likely to move out

of state than lower-skilled workers. In the Midwestern states,

keeping college graduates has become a greater challenge than

creating them. The steady outflow of workers at the higher

skill and education levels not only leaves fewer replacement

workers as older generations reach retirement age, but it also

serves to exacerbate the skills gap in the remaining labor pool.

According to the Population Reference Bureau, among the

top five states experiencing low growth in their working-

age populations, three are located in the Midwest: Iowa (3

percent), Ohio (2 percent) and Michigan (no growth).

During the 1990s, the baby boom and Generation X

populations in Michigan dropped by 10 percent, while the

state’s total population increased by 7 percent.

Several factors are contributing to this brain drain of the

young and most talented Midwestern workers. Higher-

paying jobs and better career opportunities in other states,

warmer climates, and localities with greater social and

cultural amenities seem to top the list of reasons for leaving.

The highly educated and those possessing high-tech skills

are valued and sought after in

the national labor market. And

in terms of the development

of a high-tech economy with

access to investment capital

and start-up opportunities,

the Midwest has lagged

behind the rest of the nation,

creating lower demand for

high-skill workers in this

region. Increasingly, the

region’s young workers find

that the opportunities fitting

their profile in terms of skills

and education level, along

with pay and benefit struc-

ture, do not exist in their

home states.

Employment projections from

the U.S. Bureau of Labor Statistics show that labor force

growth and labor demand will be deeply impacted by the

aging of the baby boom generation, which will move into its

retirement years beginning later this decade. During the next

several years, the number of adults in the working-age

population nationally will continue to increase, but projections

show that labor demand will outpace supply after 2005. While

the youth labor force (16- to 24-year-olds) is expected to

grow this decade at a faster pace than the overall labor force

for the first time in 25 years, the numbers in two other key

age groups, 25-34 and 35-44, are expected to shrink. The

result will be a nationwide labor shortage of 35 million

workers by 2030. The Midwest alone will experience a

decline of about 3 million workers in the next 15 years. In the

long term, the relatively older and less-educated composition
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of the region’s labor force will lower workforce participation

and productivity rates.

With a shrinking pool of available working-age adults, demand

for highly educated workers will become particularly acute.

Employment projections show that most new jobs in the

future will require post-secondary training and many will

require a college education. According to the Employment

Policy Foundation, about half of the 35 million unfilled jobs in

coming years will require a college degree. The Bureau of

Labor Statistics predicts that while the economy will continue

to generate jobs at all levels, growth rates will be faster, on

average, for occupations requiring at least an associate’s

degree than for those requiring less training. Future shortages

are expected to be most acute in fields requiring the highest

levels of skills and education, including some of the fields

already experiencing shortages: health care, information

technology, professional services, construction and the craft

trades.

Study after study has documented the impending deepening of

the skills shortage and the challenges facing business to fill

positions. The technology sector is most seriously impacted

by the shortage of skilled workers. The federal government

predicts that 80 percent of all new jobs in the next decade will

be in IT-related fields, and by 2006, there will be an unmet

demand for 1.3 million new IT workers. In a recent National

Association of Manufacturers survey of member firms,

approximately 90 percent reported difficulty finding qualified

candidates.

So while increases have been seen in the unemployment rate

in 2001, they have only served to highlight and reinforce the

seriousness of the skills shortage. Recent job losses hit the

manufacturing sector hardest, while many areas of the service

sector — including education services, medical services and

finance — experienced job gains. Furthermore, growth in

high-earning jobs during this recent spate of employment

contraction indicates a continuing demand for high-skill

workers and emphasizes the need to increase the training and

education of the workforce.

Implications and responses
Because there is little expectation that the Midwest’s

population will undergo dramatic increases compared to

other parts of the nation over the next several years, there is

a growing realization that policymakers need to be more

proactive if their states are to adequately address workforce

and skill shortages and keep up with labor market demand.

Failing to do so would put the Midwest at risk of losing

both portions of its economic base and the potential for

economic growth.

Inadequate labor supplies undermine business capacity and

negatively impact the ability to sustain businesses. If recent

trends continue, businesses may not start or expand in the

Midwest, some may be compelled to move to states with the

needed labor, and less-mobile firms could be forced to cease

operations altogether. A shrinking workforce (and one that is

concentrated on low-skill sectors) also has implications for a

state’s tax base. The ability to support essential social services

— especially in the face of an aging population that will rely

more heavily on governmental programs in retirement years

— is also at risk.

Some argue that the brain drain is more correctly viewed as

a symptom of a larger economic development problem, and

not simply a problem in and of itself. Increasingly, there-

fore, policymakers are more closely examining the eco-

nomic context within which the loss of workers and skills

shortages occurs.

The result has been that state economic development policy

has taken a decisive turn away from “smokestack chasing”

to “people chasing,” as the challenge of the past decade has

been to find workers for jobs, rather than to find jobs for

workers. Pressures have mounted to lure back the young who

have left and to make communities more attractive to citizens

and high-tech businesses alike. The Michigan Economic

Development Corp. has shifted its entire advertising focus

from business recruitment to worker recruitment, launching a

$5 million campaign to attract out-of-state workers —

especially in the fields of life sciences, computers and

engineering — from nearby metropolitan areas. Iowa,

Nebraska and North Dakota have started their own efforts to

bring back former citizens through initiatives such as direct

mailing and “recruitment parties” for former residents now

residing in other states. Iowa has targeted immigrants to help

close their workforce shortages and has established New

Iowan Centers to provide new foreign residents with support
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and access to services. That state also offers scholarships to

graduates who choose to remain within its borders.

States are trying to more effectively involve business in

workforce development through such

efforts as public-private partnerships

and through restructured state and

federal workforce development

systems. Training partnerships be-

tween government, educational

institutions and the private sector are

being recognized as the model for

closing the skills gap and addressing the

needs of those businesses driving the

New Economy. Community colleges are

being targeted for the provision of much

of the job-related training and skill

enhancement programs. For example,

Illinois lawmakers consolidated the

state’s adult education program under

the Illinois Community College Board,

which already had been delivering many

employment-related services. Such

changes in job training reflect a new

emphasis on assisting employers and

providing workers with real prospects for the future.

Coordinating and consolidating economic development,

welfare, education, workforce training and even tourism

efforts are becoming commonplace in state government. In

2001, Minnesota and North Dakota joined Illinois, Michi-

gan, Ohio and Wisconsin on the list of Midwestern states that

have undertaken agency reorganization and mergers in order

to meet the growing demands of labor shortages, a high-tech

economy and a work-based welfare system. Combining the

various state programs under a single unit helps to ensure that

social services, business recruitment, economic development

efforts and workforce preparedness programs are all operat-

ing under a coordinated mission.

A culture for the New Economy
Workforce development and job training are becoming central

themes in many states’ overall economic development efforts,

but improving the condition of human capital also needs to be

accompanied by an environment that encourages the develop-

ment of New Economy businesses and a culture of entrepre-

neurship. This includes access to investment, seed and

venture capital, and the development of the physical and

technological infrastructure to support high-tech businesses.

In addition, support for research

universities and for linkages between

these institutions and businesses (which

help getting cutting-edge ideas, research

and products to the market) are impor-

tant in improving a state’s economic and

workforce environment. Such entrepre-

neurial support drives the growth of

existing companies, encourages start-

ups and fuels spinoff employment in

related fields. Creating a favorable

business climate no longer centers on

the package of business incentives

offered to firms. It means the develop-

ment of human capital, technology and

entrepreneurial capital. Skills and

education will be dominant, if not

decisive, factors in the Midwest’s ability

to keep up with other parts of the nation

and to compete in the global economy.

Seeking ways to improve education and skills, and then

finding ways to hold on to those possessing the sought-after

skills, will continue to be a policy priority in the competitive

labor market of the 21st century.

The development of high-tech firms goes hand-in-hand

with the presence of highly skilled workers, and support

for an entrepreneurial business environment can lead to

the creation of businesses that ultimately employ those

with the greatest skills and education in the workforce.

As state policymakers attempt to increase the numbers

of high-productivity, highly paid workers in the state’s

labor market, the solutions they choose and responses

they craft may in the end be determined by how the

brain drain dilemma is defined and approached: whether

it is viewed as a simple problem in its own right (one of

migration patterns and population attraction and reten-

tion) or as part of the state’s larger economic develop-

ment problem.
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Suburban growth: A changing landscape
Sprawl, other land-use issues emerge as key concerns around region

Suburban growth is transforming the Midwest, forcing

policymakers to consider the trend’s impact on hard-hit

rural areas and inner cities as well as on burgeoning

suburban communities. As legislatures consider ways to

balance often competing regional interests within their

states, they will look to subtle but significant shifts in the

way Midwesterners live and work in an increasingly

suburbanized environment.

Demographic changes already have galvanized public

opinion in many states around land-use, growth control

and economic development issues in which rural, urban

and suburban areas alike now have a stake. The deci-

sions that state legislatures make in these areas will

become increasingly important if current trends in

population continue.

A longtime trend
Suburban growth has been consistent throughout the

country for at least the

last 50 years. However,

data from the 2000 U.S.

Census reveal that this

trend was less pro-

nounced over the last

decade, as rural areas

experienced a mild

renaissance fueled by

mobile urbanites fleeing

sprawl and retirees in

search of more bucolic

surroundings. Fully half

of the nation’s fastest-

growing counties are

now classified as

nonmetropolitan, and

rural growth has

actually outpaced urban

and suburban growth in 11 U.S. states. At the same

time, many cities have slowed or eliminated the exodus

of urbanites seen in the 1960s and ‘70s by focusing on

aggressive economic and social development programs

and marketing a range of cultural attractions unmatched

by suburban areas. An infusion of well-educated baby

boomers and young professionals has spurred urban

revitalization efforts that are transforming many older

cities.

But these highly publicized “counter trends” mask the larger

reality that suburbs continue to outpace both urban and

rural communities in population growth, especially in the

Midwest. Central cities in four of this region’s 10 largest

metropolitan areas lost population between 1990 and 2000,

but suburban areas in all 10 of the metropolitan areas

registered gains — often robust and at the expense of older

neighborhoods in inner cities.

In fact, the suburban share of overall metropolitan area

growth averaged more than 100 percent in the Midwest

(compared to 83.7

percent nationally) as a

result of continuing

population losses in

several large cities. In the

six central cities that

managed to add popula-

tion — Chicago, Colum-

bus, Indianapolis, Minne-

apolis/St. Paul, Grand

Rapids and Kansas City

— suburbs still ac-

counted for 85 percent of

their areas’ population

gains.

Even more ominous for

cities, government data

suggest that urban areas

fell behind not only in raw population growth but in the

important categories of job creation and income expansion.
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While the Midwest’s eight largest metropolitan areas

experienced modest employment growth during the past

decade (1 percent), cities’ share of overall metropolitan-area

employment continues to decrease. U.S. Commerce

Department figures reveal that the central cities registered a

1.4 percent decline between 1987 and 1997.

Moreover, the national data that statisticians cite do not

always mirror circumstances in the Midwest. While

cities in the South and West have added people and jobs

by annexing new land, welcoming new immigrants and

redeveloping property, these solutions have proven more

elusive for Midwestern cities already fully developed and

suffering from declining tax bases. The Census Bureau

reports that while most cities across the country have

registered population gains, the population of the 10

largest Midwestern cities declined by an average of 3

percent.

In rural areas, the dichotomy between Midwestern and

national growth rates is even more pronounced. Some rural

counties in the South and West have benefited enormously

from close proximity to metro areas, a high rate of retiree

growth or the nearby presence of tourist attractions, but

many counties in the Midwest enjoy none of these popula-

tion enhancers. Between 40 percent and 90 percent of the

counties in Kansas, Nebraska, North Dakota and South

Dakota lost residents — in some cases, a third or more of

the total population moved away during the 1990s. In North

Dakota, 47 of the state’s 53 counties lost population, while

more than half of Kansas’ population resided in just nine of

the state’s 104 counties; most of the remaining areas in the

state lost population.

Policy challenges
The greatest challenge that Midwestern legislators face

is the need to direct the pace of development according

to the needs and wishes of residents. One-size-fits-all

development programs may address overall population

losses to other states, but they do not reflect the diver-

gent demographic pressures facing different areas within

a state.

Minnesota and Wisconsin are among the many states

that have offered tax rebates to employers to stem

population and job losses. But state programs have

sometimes exacerbated sprawl, angering suburbanites in

already overdeveloped areas, without alleviating employ-

ment deficiencies in inner cities and rural areas.

A study conducted by the Minnesota Institute of Taxa-

tion and Economic Policy in late 2000 suggested that

suburban areas that offer tax incentives typically end up

luring businesses from inner cities rather than from out

of state; in a sample of 27 businesses that took advan-

tage of one Minneapolis suburb’s incentives, all of the

businesses had simply transferred operations from urban

areas, and only one was purportedly ready to leave the

state altogether if the incentives had not been made

available.

In Wisconsin, the Senate voted to amend the state’s tax

incentive program to allow only blighted areas in inner

cities to receive benefits. The program, as originally

designed, was meant to control sprawl by encouraging

employers to consider inner-city locations. Ironically,

employers often took advantage of vaguely written

language to build in prime suburban locations, away

from city centers and accessible transportation, contrib-

uting further to the problem of sprawl while doing

nothing to alleviate urban underemployment. (The

Wisconsin Assembly had not yet acted on the measure

as of December 2001.)

In an attempt to better coordinate growth planning, the

Minnesota Legislature passed a law limiting lawmakers’

borrowing requests to those with statewide significance.

In signing the law, Gov. Jesse Ventura declared that the

“days of pitting one region against another are over” and

predicted that more balanced growth patterns would

soon develop across the state. But some lawmakers

doubt that rural Minnesota can sustain growth without

the benefit of funding targeted to the region’s infrastruc-

ture deficiencies, and they continue to push for a

multitrack development program.

Trying to manage growth
Land use has emerged as perhaps the key demographically

driven issue in the Midwest, and continuing suburban

growth will only accelerate the trend in coming years.
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Nationally, 50 percent of suburban growth is caused by

net population increases (such as immigration and

natural increases) and 50 percent by shifts in develop-

ment patterns (fewer people living in larger spaces). But

in the Midwest, development shifts are responsible for a

much higher percentage of total sprawl: 100 percent in

the large metropolitan areas of Chicago, Milwaukee,

Detroit and Cleveland. In smaller metropolitan areas, the

figure is still above average: between 58 percent and 79

percent in Omaha,

Des Moines,

Wichita, Kansas City

and Cincinnati.

In dual-economy

states — those with

large metropolitan

and rural areas —

controlling suburban

growth has become

an important devel-

opment issue, one

on which residents

across demographic

lines can often

agree.

Rural dwellers in

many such states view encroaching suburbanization as a

threat to the agriculture industry and to their way of life;

in Illinois, for example, population growth in rural areas

adjacent to metropolitan areas was actually lower (1.1

percent vs. 1.3 percent) than in more-remote rural

regions (those more than one county away from metro

areas).

Farmers in close-in areas are tempted to sell land at a

premium, often face difficulties in procuring supplies and

assistance, and are tempted to seek other opportunities in

nearby metro areas. Urban residents benefit from growth

control policies when developers have incentives to

renovate and revitalize decaying urban neighborhoods

rather than develop new land in the suburbs. Cities also can

benefit from cleaner air and fewer traffic problems that

result from planned growth. Finally, suburban areas benefit

when open-land policies improve aesthetics and raise

property values.

Several states have now implemented growth control

policies, most with broad public support. Wisconsin’s

Smart Growth law, enacted in 1999, offers communities

financial incentives to implement comprehensive land-

use plans by 2010. The legislation was the product of a

long-debated com-

promise: some

believe the law

constrains market

forces, while others

doubt the enforce-

ment mechanisms

and the 10-year

implementation

period will constrain

growth measurably.

In Illinois, Gov.

George Ryan man-

aged to secure

funding for a land

preservation program

by including the

project in an omnibus

public works bill that

engendered broad legislative support. While funding levels

have been cut due to the state’s budget crunch, the Open

Land Trust will allow for the purchase of up to $160 million

of land in exurban locations that might otherwise be lost to

development. Ryan also created a new subcabinet post that

will focus on coordinating growth policies between state

and municipal officials

In Ohio, voters approved the $400 million Clean Ohio

Fund project by a healthy margin (57 percent to 42

percent) in a November 2000 referendum. The program

allows municipal governments in suburban areas to

designate land that the state will purchase and maintain

undeveloped; local governments must contribute 25

percent of the land’s price to qualify for state funding.

PERCENTAGE OF COUNTIES THAT LOST POPULATION (1990-2000)

Source: U.S. Census Bureau
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As the Ohio example shows, growth control commands

substantial public support when presented as a “quality

of life” issue benefiting the entire state rather than a

particular region or interest group.

In Michigan, House-approved legislation seeks to moderate

growth by requiring townships to adopt open space

ordinances and work with neighboring localities to approve

overall development plans. It also forces developers to plan

development more carefully and to set aside open land. The

plan is not without its critics — builders in particular

complain about state intervention in the housing market. But

the bill attracted surprisingly diverse support: rural legisla-

tors liked the disincentive for builders to continue building

outward, suburban supporters noted that property values

increased in jurisdictions that already have open space

ordinances, and urban legislators hope that restrictions on

suburban growth will make city living an increasingly

attractive option.

States with largely rural populations face different

challenges. In the upper Great Plains, mass departures

from small towns and rural areas have depopulated

entire regions, leaving remaining residents with a dimin-

ishing tax base and few essential services. The agricul-

ture industry can no longer keep these areas afloat:

farming only accounts for 7.6 percent (and falling) of

rural employment, and fewer than 2 percent of rural

residents engage in farming as a primary occupation. In

the latter half of the 1990s, when commodity prices fell

precipitously, the rural growth rate was less than half of

that in urban areas, and most agricultural regions in the

upper Midwest lost population.

Rural states have thus focused on retaining employees

and diversifying their workforces and economies. The

Growing North Dakota program, now in its 10th year,

authorizes the state-funded Bank of North Dakota to

endow individuals and cooperatives with funding for

community expansion programs and small-business

grants.

Nebraska’s Rural Economic Opportunities Act, signed in

early 2000, provides income tax credits for businesses that

create high-paying jobs and invest capital in rural locations.

Other states offer consultation services and funding

sources for farmers to refine crops, add value to agricul-

tural output or market their produce in novel ways. All

Midwestern states now provide grants or loans to farmers

who think up new uses for crops or can refine on-site;

many states, including Illinois, Nebraska and Minnesota,

have recently expanded either the funding or the range of

programs available.

At the local level, cash-strapped counties in several

Great Plains states have successfully pooled their

resources to provide essential services, freeing up

funding for infrastructure improvements that keep

residents in the area. Surveys show that more rural

residents are forced to leave their home regions because

of poor employment prospects than choose to leave

voluntarily. If states continue to find innovative ways of

using new technology, investing in basic infrastructure

and developing new industries, rural areas may even be

able to relieve some of the demographic pressures facing

bulging metropolitan areas.

Searching for consensus
Demographic trends of the 1990s suggest that total

population growth has proceeded more evenly than at

any time in the past 50 years — an indication that

increasingly mobile Americans are willing to consider a

greater range of lifestyle options if they are economically

and socially viable. But a closer look at the data reveals

that few reversals of postwar demographic trends

occurred during the last decade; at best, some of these

trends have become less pronounced.

The challenge for policymakers in the Midwest is to balance

state support for various demographic regions in ways that

will encourage growth in areas willing and able to support it

and to limit development that threatens a region’s overall

quality of life. While economic development has always

been a contentious issue for diverse societies, the increasing

consensus on the need to manage growth effectively

suggests that states are now better positioned than ever to

address these critical issues.
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Statistical trends in the Midwest

1 U.S. Census Bureau, 1990 Census of Population, “General Population Characteristics”

2 U.S. Census Bureau, “State and County Quick Facts”
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2 U.S. Bureau of Justice Statistics, “National Prisoner Statistics Data Series”

3 U.S. Bureau of Justice Statistics, “Prison and Jail Inmates at Midyear
2000”

4 U.S. Census Bureau, “Money Income in the United States: 2000”

5 U.S. Census Bureau, “Housing Vacancies and Homownership, Annual
Statistics: 2000”

6 U.S. Bureau of Labor Statistics, “Local Area Unemployment Statistics”

7 U.S. Census Bureau, “Poverty in the United States: 1998”

8 U.S. Census Bureau, “Poverty in the United States: 2000”

9  U.S. Census Bureau, “1999 State Government Finances”

10 U.S. Census Bureau, “State and County Quick Facts”

11 U.S. Census Bureau, “Health Insurance Coverage: 2000”

12 U.S. National Center for Health Statistics

13 U.S. Census Bureau, “2000 Statistical Abstract of the United States”
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SUBURBAN GROWTH: A CHANGING LANDSCAPE

Source guide and selected bibliography

Bureau of Labor Statistics

www.bls.org

Employment Policy Foundation

www.epf.org

Information Technology Association of America

www.itaa.org

National Association of Business Economists

www.nabe.com

National Association of Manufacturers’ Center for

Workforce Success

www.nam.org

Population Reference Bureau

www.prb.org

Demographia

www.demographia.com

Rural Policy Research Institute

www.rupri.org

Sprawl Watch

www.sprawlwatch.org

The National Rural Network

www.nationalruralnetwork.org

U.S. Department of Commerce

www.esa.doc.gov

Center for Immigration Studies

www.cis.org

National Immigration Forum

www.immigrationforum.org

Center on Budget Policy and Priorities

www.cbpp.org

Centers for Disease Control and Prevention

www.cdc.gov

“Growing Up with a Single Parent”

book by Sara McLanahan and Gary Sandefur

Population Reference Bureau

www.prb.org

RAND

www.rand.org

Center on the Economics and Demography of Aging

at the University of California at Berkeley

www.haas.berkeley.edu/groups/iber/AR/Res/Ceda.html

Federal Interagency Forum on Aging Related Statistics

www.agingstats.gov

National Institute on Aging Demography Centers

http://agingmeta.psc.isr.umich.edu/

Pepper Institute on Aging and Public Policy at

Florida State University

www.pepperinstitute.org

Urban Institute

www.urban.org

U.S. Department of Health and Human Services

www.aoa.dhhs.gov

AGING: ELDERLY POPULATION WILL RISE
Population Reference Bureau

www.prb.org

RAND Center for Research on Immigration Policy

www.rand.org/education/crip.html

U.S. Immigration and Naturalization Service

www.ins.usdoj.gov

* The U.S. Census Bureau was used extensively as a source for information contained in each section of this report.

FAMILY STRUCTURE:  A REVERSAL OF TRENDS

IMMIGRATION: THE NEW MIDWESTERNERS

SKILLED WORFORCE SHORTAGE: THE RACE IS ON

*





8 for the States:
Top Issues for the 2001 Legislative Sessions (2001)

by CSG Midwest Staff

Vital Signs: Demographic trends in the Midwest
on the eve of a new century (1999)

by CSG Midwest Staff

At Risk in the Midwest:
State Strategies to Improve Outcomes for Young Children (1999)

by Jacqueline M. Kocinski

To Buy or Not to Buy:
Long-Term Care Insurance in the Midwest (1998)

by Anne Layzell McCann

In Search of Growth:
Business Incentives in Midwestern States (1998)

by Laura A. Tomaka

The Price of Free Speech:
Campaign Finance Reform in the Midwest (1997)

by Paul Cohan

Small Firm Export Assistance in Europe:
Lessons for States (1996)

by Ilene K. Grossman

Radioactive Waste Transportation:
A Guide for Midwestern Legislators (1996)

by Lisa R. Sattler
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