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Dear Readers, 
 

The recovery is coming, but it is not in a hurry.  Global 
Insight Inc. predicts that a strong upswing in the U.S. economy 
will begin in the third quarter of this year.  This will finally put 
the state economy on track. 

 
Even with a strong upturn in the Mississippi economy, the 

squeeze on the state budget will continue for a while.  The article 
“Easing the State Budget Squeeze” examines the problem, and the 
options available to the state. 

 
 There is also an article on the cost of living in Mississippi, 
and the usual features “Economic News Highlights” and 
“Websites for Researchers.” 

 
 To subscribe to this Review, which is published twice 
yearly, please fill out the form included in this issue.  National 
projections are based on the forecast of Global Insight, Inc. As 
always, the views expressed in the Review are those of the authors 
and do not necessarily represent the official position of the Center 
for Policy Research and Planning or the Mississippi Institutions of 
Higher Learning.  Letters to the editor are welcome, as are 
suggestions.  Email me at mhill@ihl.state.ms.us. 
 
 
 
 
 Marianne T.  Hill 
 Editor and Senior Economist 
 Center for Policy Research and Planning 
 Jackson, MS 39211 
 
 
 
 
 
 
 
 

Now available on-line at 
www.ihl.state.ms.us -- 

click on  
“University Research Center 
at left and scroll to bottom. 
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NATIONAL ECONOMIC OUTLOOK:  AN UPHILL CLIMB 
 
The preconditions for a surge in the growth rate of the national economy are falling into 
place.  Profits are rising, the situation in Iraq has stabilized, and oil prices have moderated.  
Monetary and fiscal policies are stimulative.  Consumers continue to spend. 
 
The missing piece is investment, which fell again in the first quarter (Q1), after rising 
slightly in 2002.  Although spending on inventories, communications equipment, and 
computers showed strong growth in Q1, investment in industrial equipment, light vehicles, 
aircraft and private nonresidential structures was down.  Housing starts grew only 1.0%.   
 
On the labor front, the recovery continues to be a jobless one, with employment falling every 
month from February through April.  Total employment in 2003 is expected to be somewhat 
lower than last year.  
 
The aggregate index of total hours worked in manufacturing in April was at its lowest level 
since 1947, when the series began.  However, production, new orders and the backlog of 
orders all increased in May, according to the Institute of Supply Management 
manufacturing activity index.  
 
The recently-enacted $350 billion tax cut package is expected to have a stimulative effect on 
the economy, but at the same time will put further pressure on the federal budget.  The 
federal deficit, which had been a $207 billion surplus in 2000, is forecast by Global Insight to 
hit a negative $314 billion this year and $386 billion in 2004, before decreasing. 
 
The global economy is growing at a 2.4% rate this year, which is slightly above the rate for 
2002.  The U.S. trade deficit on current account, which reached $568 billion in Q1, will begin 
to improve by the end of the summer – due in part to the declining value of the dollar, which 
is making U.S. products more affordable. 

 
he upturn in the U.S. economy, that 
began after the brief 2001-2002 
recession, will remain an uphill climb a 

bit longer.  Gross domestic product (GDP) 
grew only 1.9% in the first quarter (Q1), and 
is not expected to do better in Q2.  
Investment, which had finally registered 
positive growth in 2002, dropped in the first 
quarter of 2003. Employment has fallen every 
month from February through May. Industrial 
production, which increased through most of 
2002, dropped in Q4, flattened out in Q1, and 
is estimated to have fallen again in Q2, by 
3.5%, as shown in Table 1. 
 
Investment 

The key to a strong recovery remains 
investment. Although spending on 
inventories, communications equipment, and 
computers showed strong growth in Q1, 

investment in industrial equipment, light 
vehicles, aircraft and private nonresidential 
structures was down. Residential investment 
continued to be strong, due to on-going 
construction, but housing starts grew only 
1.0%.  Overall, gross private domestic 
investment fell 2.6% in Q1. 

A drop in expenditures on building, 
plant and equipment triggered the recession, 
but the motivation to invest in expanding 
capacity continues to be weak.  
Manufacturing, for example, was operating at 
73.2% of capacity in Q1, compared to an 
81.4% average utilization rate in 2000.  Other 
industries are also meeting their production 
targets with existing capacity, and are awaiting 
assurance of profitable returns before 
investing in more plant and industrial 
equipment. 

T 
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Table 1.  SELECTED QUARTERLY NATIONAL ECONOMIC INDICATORS
(Percentage change, SAAR, Current Dollars Unless Otherwise Indicated)

2002III 2002IV 2003I 2003IIP 2003IIIP 2003IVP 2004Ip

Gross Domestic Product (1996 $) 4.0 1.4 1.9 1.6 4.0 4.1 5.0
Index of Industrial Production 3.3 -3.4 0.4 -3.5 3.7 6.9 8.1
Manufacturing, % Capacity Utilized 74.3 73.5 73.2 73.2 74.2 75.6 77.1
Establishment Employment 0.4 -0.1 -0.6 -0.6 0.6 1.5 2.3
Index of Productivity 5.2 1.0 1.6 2.2 4.4 3.6 3.9

Business Loans -7.9 -3.1 -8.2 -1.0 -1.0 -0.5 -0.2
Consumer Credit Outstanding 4.0 -0.1 4.6 1.6 4.7 5.9 8.2
Personal Disposable Income 3.5 4.2 3.9 3.0 5.2 6.1 9.1
Hourly Compensation 1.7 4.0 3.4 2.4 3.8 3.9 3.7
Standard & Poors 500 Equity Price Index -65.1 -3.0 -12.6 31.6 14.2 9.2 7.0

Consumer Expenditures 5.8 3.5 4.2 2.9 4.3 5.0 6.4
Consumer Sentiment, Mich -29.0 -15.7 -18.4 22.7 -2.2 11.4 22.2
Light Vehicle Sales, Millions, SAAR 31.4 -25.5 -15.8 -2.7 17.8 10.5 2.6
Housing Starts, Millions, SAAR 7.3 12.1 1.0 -19.0 -6.1 -14.2 -7.3
Gross Private Domestic Investment 3.6 6.1 -2.6 -1.7 5.0 7.7 10.5
     Gross Investment Computer 38.3 7.5 25.4 19.4 10.5 18.3 19.1
       Equipment (96 $)

Before-Tax Corporate Profits $669 $695 $729 $734 $766 $816 $899
Current Account Balance -$505 -$547 -$568 -$574 -$565 -$575 -$580
Refiners Cost Crude Oil (Average Per $26.33 $26.06 $32.09 $25.38 $23.82 $23.69 $22.41
  Barrel)

SAAR - seasonally averaged annual rate, based on quarter-to-quarter growth rates.

PSecond quarter data are preliminary numbers and estimates.  Third to first quarter 2004 data are projections.

SOURCE:  Global Insight, Inc. May 2003, with revised GDP number for Q1 of 2003.

 One area of investment is doing well: 
computers. The computerization of industry 
continues to translate into solid gains in 
productivity and profits. As Table 1 shows, 
gross investment in computer equipment was 
up 25.4% in Q1, and is expected to enjoy 
double-digit growth throughout the year.  
Productivity also continues to rise, if at a 
lower rate than last year.  But a return to the 
investment levels needed to sustain a 3% to 
4% growth rate of GDP depends on strong 
demand and rising profits across the 
economy.  In this regard, things are looking 
up. 
 
Preconditions for Take-off 

Before-tax corporate profits grew at 
double-digit rates in both Q4 and Q1.  

Although profits may not be able to maintain 
this pace in Q2, due to a slower pace of 
consumer spending and more modest 
increases in productivity, the news regarding 
profits continues to be generally positive, and 
helps to explain the rise in the S&P 500 index, 
which reached 970 in early June, after 
beginning the year with an 860 average in the 
first quarter. 

The successful conclusion to the war 
to oust Saddam also provided a lift to the 
stock market. Whether or not the climb in 
stocks is sustained depends on continuing 
good news on corporate earnings.  While 
investors have not stormed back into equities, 
they have invested heavily in corporate bonds, 
driving up bond prices and dropping the yield 
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on the highest-quality corporates by 100 basis 
points. 

Consumer sentiment, as measured 
by the Michigan Index, has jumped, going 
from 77.6 in March to 92.1 in May.  This is a 
welcome development, particularly in light of 
on-going problems in labor markets, the 
export sector, and in state and local 
government spending. 

The increased confidence may not 
translate into a large jump in spending, 
however.  U.S. personal bankruptcies were up 
7.4% for the twelve months ended March 31, 
2003.  This is a record-setting pace, according 
to the American Bankruptcy Institute (see 
Clarion-Ledger 5/16/03). 

The recovery continues to be a jobless 
one,  with  employment  falling  every month  

 
 

from February  through  May.   Total employ- 
ment in 2003 is expected to be somewhat 
lower than last year, with a 1.2% increase in 
services employment and a 0.6% increase in 
government employment offset by drops in 
retail trade and manufacturing.   

Manufacturing continues to struggle. 
Although vehicles and airplanes are major 
contributors to the slowdown, weakness is 
widespread. The aggregate index of total 
hours worked in manufacturing in April was 
at its lowest level since 1947, when the series 
began.  Production, new orders and the 
backlog of orders all increased in May, 
however, according to the Institute of Supply 
Management manufacturing activity index.   
Manufacturing employment, at the same time, 
continued to shrink. 
 
 

Table  2.  COMPARISON OF THE COST OF TAX-CUT PACKAGES, 2003-2013 TOTALS
                     In billions of dollars. Congressional expiration dates in [brackets].

New Law if Tax
Bush New Cuts are

Package Law Extended
Top-bracket rate reductions 74 74 74
Child tax credit increase [expires 2004] 90 32 90
10% bracket broadened [expires 2004] 45 12 45
Tax breaks for married couples [expires 2004] 55 35 55
Dividends and capital gains reductions [expires 2008] 396 148 325
Expand business expensing [expires 2005] 29 1 35
Increase exemption from Alternative Minimum 37 18 18
  Tax (AMT)  [expires 2004]
Expand bonus depreciation [expires 2004] - 9 145-400
State fiscal relief - 20 20
TOTAL $726 $350 $807-1,062

Note that the tax savings under the new law in comparison to the Bush package are often due to  sun- 
setting provision (that is, a changed expiration date).  Other differences are that the new law contains
state fiscal relief, a "bonus depreciation" provision, and expands the business expensing measure be-
yond what the Administration had proposed.

SOURCE:  Center on Budget and Policy Priorities at www.cbpp.org/5-22-03tax.htm. Table 1. Based
on data from Joint Committee on Taxation, U.S. Congress.  See also Congressional Budget Office,
at www.cbo.gov which provides links to the Joint Committee on Taxation and other sites.
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Exports showed improvement in Q1 
compared to Q4, but the global recovery 
remains fragile.  Problems include the SARS 
epidemic, high unemployment levels, reduced 
travel, and declines in financial wealth due to 
the stock market collapse of recent years.  

State and local governments remain 
under tremendous fiscal pressure, with the 
aggregate gap between planned expenditures 
and actual revenues forecast to approach $100 
billion in 2004, according to Standard and 
Poor’s (see article in this Review).  This makes 
the federal government’s monetary and fiscal 
policies critical to the recovery. 
 
National Economic Policy 

Simulative monetary and fiscal policies 
have provided much of the momentum 
behind the post-9-11 economic upturn.  
Monetary policy has pushed down interest 
rates to near 40-year lows, fueling 
expenditures on homes, cars, consumer 
durables, and other long-term purchases. This 
expansionary policy continues: the Federal 
Reserve in May voted to hold the target 
federal funds rate at the remarkably low rate 
of 1.25%.  (The federal funds rate is the rate 
on the loan of funds by the Federal Reserve 
to banks, and influences interest rates 
throughout the economy).  This rate is 
expected to hold or even drop in June.  

Fiscal policy has also been expansive. 
The ballooning federal deficit, which has 
gone from a surplus of $207 billion in 2000 to 
an expected $400 billion deficit in FY2003, 
has enabled the current levels of government 
spending (Congressional Budget Office 
6/9/03). The deficit will increase even further 
under recently enacted tax cuts.  Under these 
cuts, federal government revenues will fall 
to17.5% of GDP this year, according to the 
projections of Global Insight (which assumed 
$50 billion in tax cuts in 2003, rather than the 
$61 billion which actually passed). Using the 
more recent figures and slightly different 
assumptions, the Center on Budget and Policy 
Priorities estimates that federal revenue 
collections will fall to about 16.5% of GDP 
this year, the lowest level since 1959. At the 
same time, expenditures as a percent of GDP 

are expected to remain at about 20.4% of 
GDP in 2003 and 2004, before dropping 
gradually to 19.5%. 

Tax cuts are expected to stimulate the 
economy by returning dollars to taxpayers, 
with result being increased spending by 
taxpayers and decreased spending by 
government. Under a balanced budget, each 
dollar returned to taxpayers would result in 
one dollar less spent by the government – 
potentially keeping the aggregate level of 
spending the same.  In fact, though, even 
when total spending remains the same, the 
impact of tax cuts would depend on exactly 
which taxpayers received tax relief and which 
government programs were cut. For example, 
if most of a tax cut were saved but not 
invested, aggregate levels of spending could 
drop.   
  The federal deficit, which will far 
exceed the dollar value of the tax cuts for 
several years, will have greater impact on total 
U.S. demand in the short-run than the tax cut 
package. The package signed by President 
Bush May 28, and the original Bush proposal, 
are presented in Table 2, along the cost of the 
new law. As can be seen, the bulk of the new 
tax breaks are due to the dividends and 
capital gains provisions, which reduce the top 
rate on both dividends and capital gains to 
15%. The total cost of the package as it stands 
is $350 billion, but many of the provisions are 
almost certain to be extended, including the 
increase in the child tax credit to $1,000 and 
the tax breaks for married couples.  If all the 
provisions are extended, the cost of the 
package will more than double.   

In addition, if the child tax credit, the 
widening of the 10% bracket, the married-
couple tax reductions and the top-bracket tax 
reductions are extended through 2013, instead 
of through 2010 as shown in the table, the 
cost rises an additional $440 billion. (The 2010 
sunset was used in the table since this is in the 
current statute. The President has added this 
$440 billion to his FY2004 budget proposal, 
in addition to the $350 billion in the tax 
package).  The final cost over ten years would 
be close to that of the original Bush package, 
if the hotly-debated dividends and capital 
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Table 3.  U.S. ECONOMIC FORECAST 2003-2005
2003 2004 2005

Gross Domestic Product (Percent  Change) 4.1 6.0 5.3
Real Gross Domestic Product (Percent Change) 2.3 4.2 3.3
Price Level (Percent Change) 1.7 1.8 1.9
Real Private Domestic Investment (Percent Change) 2.2 8.3 4.8

Total Establishment Employment (Percent Change) -0.1 1.8 1.8
     Manufacturing -3.3 -1.4 1.6
     Services 1.2 3.7 3.2
     Construction 0.0 2.9 2.2
     Trade -0.4 0.1 0.1
     Finance, Insurance, Real Estate 1.5 3.0 2.6
     Transportation, Communication, Utilities -2.4 1.7 2.6
     Government 2.2 0.6 0.2

Unemployment Rate 6.0 5.9 5.7
Personal Income (Percent Change) 3.6 4.8 4.9
Consumer Price Level (Percent Change) 2.4 1.5 1.8
Prime Rate 4.3 4.7 5.0

SOURCE:  Global Insight, May 2003.
 

 
gains provision is renewed when it expires in 
2008. 

The increase in the child tax credit and 
the married-couple tax reductions, along with 
the reduced tax rate on dividends, are the 
major provisions benefiting middle-income 
families. “Altogether, 34 million families with 
children, including 6 million single moms, will 
receive an average tax cut of $1,549 per year,” 
noted President Bush, referring to the impact 
of the cuts on families with children. 

The fact that the bulk of tax reduction 
goes to upper income families has been widely 
discussed.  One estimate, by the Urban 
Institute – Brookings Institution Tax Policy 
Center, is that households which make over 
$1 million a year will receive an average tax 
cut of $93,500 in 2003, while 74 million 
households (53% of all households) will 
receive $100 or less.  To estimate the size of 
your tax cut, go to “The Bush Tax Cut 
Worksheet” at www.smartmoney.com/tax.  
 
Baseline Forecast 

The forecast presented in Table 3 
assumes that recent tax cuts begin to impact 
the economy this summer, and that the 

Federal Reserve does not increase its target 
rate of interest until December. It also 
assumes that the value of the trade-weighted 
dollar falls 8% during the course of the year, 
and that real federal purchases rise 8%, 
inflated by the Iraq war and new spending for 
homeland security.  Under these assumptions, 
the recovery begins to pick up steam by mid-
2003, as spending by investors and consumers 
increases.  A 4.0% growth rate of GDP is 
forecast for Q3, and 4.1% for Q4, which will 
result in an average annual rate of growth of 
2.3% in 2003.  By 2004, the economy 
accelerates to an average growth rate of GDP 
of 4.2%, which then moderates to a 3.3% rate 
in 2005. 

The rate of inflation stays low over 
the next three years.  The recent spike in 
energy prices is retreating, and the core 
producer price index for finished goods was 
up only 0.9% in the twelve months ended in 
March.  Further down the supply chain, there 
has been some acceleration of inflation in 
non-energy crude goods and core 
intermediate goods.  These price increases are 
expected to eventually push up finished goods 
prices.   
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The rate of increase in consumer 
prices will average 2.4% this year, pushed up 
by high energy prices in the first part of the 
year.  As energy costs have retreated, the rate 
of increase has dropped, and in 2004, a 1.5% 
increase in consumer prices is forecast, with a 
1.8% increase in 2005, as increased economic 
activity puts more pressure on prices. The 
overall rate of inflation, as measured by the 
GDP deflator, will come in at about 1.7% this 
year, due to low producer prices, and will rise 
gradually, to 1.8% in 2004 and 1.9% in 2005. 
The prime rate of interest will also slowly 
increase, reaching 4.7% in 2004 and 5.0% in 
2005. 

Investment growth turns positive in 
Q3 this year, and continues to accelerate into 
2004.  In 2003, private investment grows 
2.2%, and then rises at a 8.3% rate in 2004 
before slipping back to a more moderate 4.8% 
in 2005. 

Establishment employment is 
projected to increase 0.6% in Q3, 1.5% in Q4 
and 2.3% in Q1 of 2004, as shown in Table 1.  
The strongest growth is found in services, but 
all sectors except government improve (see 
Table 3).  Manufacturing employment does 
not register a positive annual growth rate until 
2005. Construction employment increases by 
a strong 2.9% in 2004, and finance/ 
insurance/ real estate also has a good year, 
with a growth rate of 3.0%. 

 

As employment increases, personal 
incomes rise and the unemployment rate 
drops. After a modest 3.6% increase in 2003, 
personal incomes grow by 4.8% in 2004 and 
4.9% in 2005.  The unemployment rate falls to 
5.7% by 2005. 
 
Alternative Scenarios 

Under the baseline forecast presented 
above, GDP grows 2.3% in 2003, 4.2% in 
2004 and 3.3% in 2005.  Global Insights 
assigns this baseline forecast a probability of 
60%.  However, there are several reasons why 
actual growth rates may differ from those 
projected. 

As shown in Table 4, there is a 25% 
probability that the economy will improve 
more rapidly than predicted  If profits 
reported by a few key companies come in 
higher than anticipated, business confidence 
may rise, boosting both the stock market and 
investment.  With increased business spend- 
ing, employment rises and consumer 
expenditures pick up, including expenditures 
on transportation and recreation.  Tax cuts 
impact the  economy more strongly than 
expected as taxpayers funnel their increased 
income into expenditures.  More countries 
abroad opt for expansionary policies, resulting 
in greater U.S. exports. 

On the other hand, there is also a 15% 
probability that business investment will 

Table 4.  ALTERNATIVE SCENARIOS AND PROBABILITIES IN NATIONAL 
ECONOMIC FORECAST

    Rate of Growth of Real GDP Probability

2003 2004 2005
Baseline 2.3 4.2 3.3 60%

Pessimistic 1.8 2.8 3.0 15%

Optimistic 2.8 4.6 3.7 25%

SOURCE:  Global Insight, May 2003.
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grow more slowly than forecast, delaying the 
return to higher growth rates.  This occurs as 
states tighten their belts and consumers 
choose to hoard rather than spend the 
additional income from tax cuts.  Baby 
boomers, faced with reduced retirement 
incomes due to continuing weakness in the 
stock market, increase their savings and cut 
back their consumption.  Adverse 
developments in global markets keep U.S. 
exports in a holding pattern.  Businesses opt 
to maintain capacity, not increase it.  Only in 
2006 does the economy function at close to 
its potential. 
 
 

 
 
Written by Marianne Hill, with input from members 
of the Center of Policy Research and Planning. 
 
 
 
 

Sources 
 
“Bush Tax Cut Worksheet,” at 
www.smartmoney.com/tax.  
  
Center for Budget and Policy Priorities. 
www.cbpp.org.  
 
Congressional Budget Office, Monthly Budget 
Review, 6/9/03. 
 
Economic Policy Institute, “GDP Picture”, 
“Trade Picture”, and “Jobs Picture”, available 
at www.epinet.org.  
 
Global Insight, Inc. Forecasts and Reports.  
See www.globalinsight.com. 
 
Kiplinger Forecasts, at 
www.kiplingerforecasts.com.  
 
Organization for Economic Development and 
Co-operation reports, at www.oecd.org.  
 
U.S. Department of Commerce reports. 
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MISSISSIPPI ECONOMIC OUTLOOK: 
UPSWING AWAITS NATIONAL RECOVERY 

 
 
An upswing in the state economy awaits a stronger national recovery, although some key 
economic indicators for Mississippi are showing improvement.  
 
On the positive side, Mississippi employed more persons in the first quarter (Q1) of 2003 
than in Q1 of 2002. The unemployment rate in the state was also lower. By contrast, the U.S. 
as a whole lost jobs, and the percentage unemployed increased. 
 
Services-producing employment in Mississippi was 1.6% higher in Q1 of 2003 than during 
the same period last year.  Manufacturing employment, however, dropped, and construction 
employment stumbled, after a rise of 5% in 2002.   
 
Slow growth of income and employment, both in the state and in the nation, has hurt not 
only goods-producing industries in Mississippi, but also such service industries as 
accommodations and gambling. 
 
Tax Commission collections in FY2003 have been disappointing, and the continuing 
squeeze on the state budget is likely to mean a reduced growth of state expenditures – 
which, in turn, will adversely impact total demand. 
 
Leading indicators for the state were up in March -- a sign of future growth -- although 
coincident indicators remained flat. Both the consumer confidence index and the business 
confidence index for Mississippi also turned up in March.  
 
Nationally, consumer sentiment has been rising also, and the recent growth of corporate 
profits bodes well for the gradual return of investor confidence that is needed to revive the 
U.S. economy. 
 

ississippi is doing a better job than 
the rest of the nation this year in 
creating employment. The number 
of persons employed in the state 

grew 0.4% in the first quarter (Q1), compared 
to Q1 of 2002, while nationally employment 
dropped slightly.  The unemployment rate is 
also lower this year in the state than during 
the same period last year, while in the U.S. as 
a whole it is higher.   

But, overall, the Mississippi economy 
has a way to go before it is again growing in 

line with its long-run potential.  The recovery 
is coming, but it is not in a hurry. Consumers, 
investors, and state and local governments are 
watching their budgets carefully. The strong 
growth of demand needed for an upswing in 
state economic activity awaits the national 
recovery.   
 The preconditions for that recovery 
are falling into place, however, as the article 
on the national economy describes.    
Nationally, consumer sentiment has been 
rising, and the recent growth of corporate 

M 
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Table 1.  MISSISSIPPI EMPLOYMENT BY SECTOR
Percent

ESTABLISHMENT BASED DATA1 Q1 2003 Q1 2002  Change
TOTAL NONFARM EMPLOYMENT 1119.5 1115.0 0.4
GOODS PRODUCING INDUSTRIES 244.2 253.3 -3.6
Natural Resources & Mining 9.0 8.9 1.1
Construction 52.8 53.5 -1.3
Total Manufacturing 182.4 190.9 -4.5
  Durable Goods Manufacturing 115.5 119.2 -3.1
     Wood Product Manufacturing 14.3 14.9 -4.0
     Primary Metal Manufacturing 2.9 3.2 -9.4
     Fabricated Metal 12.0 12.9 -7.0
     Machinery Manufacturing 12.5 13.0 -3.9
     Computer and Electronics 3.1 3.3 -6.1
     Electronic Equipment 10.2 10.8 -5.6
     Transportation Equipment 22.7 22.9 -0.9
       Motor Vehicle Parts 6.8 7.4 -8.1
       Ship and Boat Building 13.5 13.9 -2.9
     Furniture and Related 28.2 28.1 0.4
Nondurable Goods Manufacturing 66.9 71.7 -6.7
     Food Manufacturing 27.4 28.7 -4.5
     Apparel Manufacturing 6.1 7.5 -18.7
     Paper Manufacturing 6.9 7.1 -2.8
     Chemical Manufacturing 6.9 7.4 -6.8
     Plastics and Rubber 9.1 9.6 -5.2
SERVICE PROVIDING INDUSTRIES 875.3 861.7 1.6
Trade, Transportation 222.3 217.9 2.0
     Wholesale Trade 34.9 34.9 0.0
     Retail Trade 142.7 138.4 3.1
     Transportation, Warehousing & Util. 44.7 44.6 0.2
        Utilities 7.9 8.0 -1.3
Information 15.9 16.4 -3.1
     Telecommunications 8.2 9.1 -9.9
Financial Activities 46.0 45.5 1.1
     Finance and Insurance 34.0 34.0 0.0
     Real Estate, Rental and Leasing 12.0 11.5 4.4
Professional and Business Services 77.0 76.5 0.7
Educational and Health Services 112.4 112.0 0.4
     Educational Services 14.6 14.6 0.0
       Health Care and Social Assistance 97.7 97.4 0.3
          Hospitals 29.9 29.1 2.8
Leisure and Hospitality 118.2 117.4 0.7
     Arts, Entertainment, and Recreation 13.4 12.7 5.5
     Amusement 12.1 11.7 3.4
     Gambling Industry 6.3 6.7 -6.0
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Table 1.  MISSISSIPPI EMPLOYMENT BY SECTOR (continued)
Percent

Q1 2003 Q1 2002  Change
     Accommodations and Food Services 104.8 104.7 0.1
       Accommodations 36.1 37.4 -3.5
       Food Services 68.7 67.3 2.1
Other Services 38.5 37.0 4.1
Total Government 245.1 239.0 2.6
     Federal Government 25.5 25.5 0.0
     State Government 62.6 61.9 1.1
     State Education 22.7 22.1 2.7
     Local Government 157.0 151.7 3.5
     Local Education 84.3 82.9 1.7

SOURCE:  Mississippi Employment Security Commission, June 2003.  Preliminary figures.
See footnote to Table 1.

1Residence employment estimates are based on household surveys, whereas establishment data 
are based on  jobs reported at places of work.  A person with two jobs will generally be counted  
twice by establishment data,  but not by the household data.

These employment figures differ significantly from the wage and salary employment figures of the
U.S. Bureau of Economic Analysis (BEA), which are reported in Appendix B in this Review  and 
upon which the Center's economic forecast is based.  The differences are largely due to the fact
that the state Employment Security Commission does not include military employment, and that
it does not utilize information available to the BEA on  employees not covered by  the state's  
unemployment insurance program.  Workers with the railroads, the Coast  Guard, some student
workers, workers for religious membership organizations, farm farm workers and private 
household  workers, for example, may be wage and salary workers not captured by the MESC data.

 
profits bodes well for the gradual return of 
investor confidence. The upturn in 
manufacturing orders is also encouraging.    
 
Recent Trends 

Figure 1 provides an overview of 
recent economic trends in the state.  The 
graphs show that in many cases the numbers 
for the twelve months from May 2002 to 
April 2003 are almost identical with those of 
the same month in the previous year.  This 
indicates a flat economy, that is, a zero rate of 
growth.  

Employment levels have been only 
slightly higher in recent months than they 

were twelve months ago, as shown in Figure 
1a.  Manufacturing employment, however, 
remains below levels of a year ago (Figure 1b). 
The value of building permits, which had 
been fluctuating around $80 million, showed 
strong growth in March and April (Figure 1c), 
which bodes well for construction. 

The other graphs in Figure 1 show 
little or no improvement over last year.  
General Fund revenues remain at essentially 
the same levels as a year ago (Figures 1d and 
1e), although collections for FY2003 are at 
least slightly higher than for FY2002, based 
on data through May.   
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Retail sales and gaming revenues have also 
been remarkably flat (Figures 1f, 1g, and 1h). 

Other indicators that track the state 
economy are regularly presented in Mississippi’s 
Business. The May issue of this publication 
reports that both the consumer confidence 
index and the business confidence index for 
Mississippi turned up in March.  Although the 
state coincident indicators remained flat, 
leading indicators turned up, implying that 
the state is poised for growth. 

 
Manufacturing 

Manufacturing is a sector critical to 
the state’s economy, driving much of the 
state’s business activity, and also supporting 
personal income and consumption. In 2002, 
durable goods manufacturing began to pull 
out of recession:  employment increased from  
January through May.   But, then, global and 

national trends combined to end this upturn. 
The Mississippi Employment Security 
Commission estimates that, between 2001 and 
2002, over 12,000 manufacturing jobs were 
lost.  

If manufacturing employment had 
stabilized at the level prevailing at the start of 
2002, overall payroll employment in 
Mississippi in the first quarter of this year 
would have been 1.2% higher than a year ago.  
However, 8,500 fewer persons were employed 
in manufacturing, and so payroll employment 
rose only a modest 0.4%, as shown in Table 1.  
Altogether, since 1999 about 40,000 
manufacturing jobs have been lost. Until 
national and international trends improve, the 
manufacturing sector will remain weak.   

In light of these trends, the opening of 
the Nissan auto plant is especially welcome 
news for the state. The plant, 

 
according to the Mississippi 
Manufacturers Association, 103 
manufacturers closed their doors in 2002, 

costing the state 10,238 jobs. The loss of 
manufacturing jobs can have a devastating 
impact on local employment.  For example, 
when Burlington Industries shut its Stonewall 
denim factory, the town of 1,148 persons lost 
more than 800 jobs.  

Many of the manufacturing jobs lost 
since 1999 will not return with recovery, and 
in the long-run, manufacturing employment 
as a percentage of total employment in the 
state is not expected to  increase above its 
current  16%  

 
(the U.S. figure is 12%). As a result, many 
persons formerly employed in manufacturing 
will have to find jobs in other sectors of the 
economy.  Training programs and other aid 
can help with this transition. Such assistance is 
being provided in Natchez, where 
International Paper Company is pulling out.  
The mill was the area’s largest taxpayer and 
employer, with 640 employed and a $33 
million payroll.  There will be a job fair in the 
area June 24, hosted by the Governor’s Job 
Fair Network, and an extra $200,000 in 
federal funds for workforce training has also 
been funneled to the area.   

 
 
 
 
 

 
 
 
 

 

A 
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Table 2.  ECONOMIC FORECAST FOR 2003-2005
2003 2004 2005

Mississippi
     Gross State Product (Percent Change) 3.1 4.7 4.3
     Real Gross State product (Percent Change) 1.5 2.8 2.5
     Price Level (Percent Change) 1.6 1.8 1.8
     Establishment Employment (Percent Change) 0.6 1.3 1.3
     Unemployment Rate 6.7 6.5 6.3
     Personal Income (Percent Change) 4.0 4.5 4.6
     Consumer Price Level (Percent Change) 2.1 1.6 1.9
United States
     Gross Domestic Product (Percent Change) 4.1 6.0 5.3
     Real Gross Domestic (Percent Change) 2.3 4.2 3.3
     Price Level (Percent Change) 1.7 1.8 1.9
     Establishment Employment (Percent Change) -0.1 1.8 1.8
     Unemployment Rate 6.0 5.9 5.7
     Personal Income (Percent Change) 3.6 4.8 4.9
     Consumer Price Level (Percent Change) 2.4 1.5 1.8

SOURCE:  Center for Policy Research and Planning, Mississippi Institutions of Higher Learning, 
May 2003.   Global Insight, May 2003.

 
which began production this year, will 
eventually employ 5,300 persons, and other 
related businesses such as parts suppliers will 
also add jobs. The boost to employment in 
transportation equipment, however, will not 
suffice to bring manufacturing employment 
this year back to the average level of 2002.   
The state forecast estimates a 2.7% drop in 
2003. 
 
Employment Trends 

Table 1 compares the total number of 
persons employed in Q1 of 2003 with the 
total for Q1 of 2002 by industry.  The North 
American Industry Classification System is 
used, in line with changes instituted by the 
U.S. Department of Commerce (see note 
following article).1   

No manufacturing industry listed in 
the table employed more persons this year 
than they did in Q1 a year ago, with the 
exception of furniture and related industries, 
which managed only marginal growth.  The 

total 4.5% drop in manufacturing 
employment in the state was higher than the 
2.9% drop for the U.S. as a whole. Natural 
resources and mining employment increased 
slightly this year, in response to rising energy 
prices.  

Construction employment faltered in 
Q1, with some of this drop due to slowing 
consumer demand.  During the past two 
years, consumers have taken advantage of 
lower interest rates to purchase new homes.  
It is to be expected that new home 
construction would gradually slow, as this 
demand is met.  In addition, falling 
employment has reduced the growth of 
personal income, and consumer spending.   
April numbers for building permits and 
construction employment were up over 
March figures, however, showing that there 
remains some unmet demand.  The 
expectation is that employment levels in 
construction will remain near those of 2002 
this year. 
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Unlike the goods-producing 
industries, services-producing industries 
have added jobs this year. Employment in 
retail trade was up 3.1%; in food services, 
2.1%; and in hospitals, 2.8%, when Q1 of 
2003 is compared with Q1 of 2002.  
Nonetheless, the economy’s weakness is also 
reflected in services.  Transportation 
employment, which is closely linked to 
manufacturing activity, showed almost no 
growth.  The bearish stock market adversely 
impacted employment in finance and 
insurance, which remained flat.  The U.S. - 
Iraq confrontation contributed to a slowdown 
in tourism in the first quarter.   
Accommodations employment in Mississippi 
dropped 3.5% versus Q1 of 2002, and the 
gambling industry suffered a 6% employment 
loss.   

The driver behind the  2.6% in- crease 
in government employment was local 
government, which has responded to the need 
to implement several homeland security 
measures following 9-11.  There was some 
growth of state employment in Q1, but it was 
confined almost entirely to state education.  
Although the $200 million coming to 
Mississippi over the next two years under the 
tax cut package will have some positive 
impact, overall the growth of government 
employment is expected to be lower in both 
2003 and 2004 than it was last year.  
 Last year’s average annual rate of 
growth in government employment was 1.5%.  
It was due entirely to an increase in jobs in 
local government, as the slowdown in state 
revenue growth translated into a 0.3% drop in 
state government employment (see Table A in 
the appendix to this article).   
 
Regional Outlook 

Global Insight predicts a weak 
recovery for the East South Central region 
this year, with nonmanufacturing job gains 
below 1.0%, and with manufacturing 
continuing to lose jobs. 

The services sector, particularly 
business and health care, will underpin 
employment gains.  The expansion of the auto 
industry will help to stabilize manufacturing 
employment over the coming five years, with 
slight growth possible. 

The outlook for tourism is mixed, 
notes the Economic Forecasting Center at 
Georgia State University.  The weakening 
dollar will make the U.S. a more attractive 
destination for foreign tourists, but weak 
global markets will limit the recovery in 
foreign tourist spending.  States like 
Mississippi, with a tourism sector oriented 
towards residents of neighboring states, 
should do well as the national economy 
revives. And there are signs that recovery 
from the impact of 9-11 is advancing. The 
Jackson International Airport  reported that 
December 2002 total passengers were up 17% 
compared to December 2001, for example.  

The Georgia State Center also notes 
that declines in revenues are hurting state and 
local governments.  In 2001 several states 
experienced a decline in sales tax revenues, 
and the holiday shopping season in 2002 was 
one of the worst in 30 years for stores 
(although e-commerce sales increased by 
about 40%).  Budget cuts are expected again 
in FY2003 and are likely to slow job recovery.  
By 2004, however, the Center predicts the 
recovery will be on track, with nonfarm 
payroll growing by 1.8% in the region. 

 
Short-Term Forecast 

The economic recovery in Mississippi, 
as in the rest of the nation, is proceeding 
more slowly than was predicted in the 
previous Review.  The end of the military 
conflict in Iraq did not lead to a strong upturn 
in consumer and investor spending in the 
spring, and caution still marks decision-
making as summer begins.  Despite the delay 
in the upswing, it will arrive. 

The gross state product (GSP) is 
forecast to grow a modest 1.5% in real terms  
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this year, with the pace of growth picking up 
some steam by the fall.  Heading into 2004, 
the growth rate will be at about 3.0%, with a 
2.8% rate of growth expected for the year as a 
whole.  A 2.5% rate of increase is predicted 
for 2005.   See Table 2.    The rate of inflation,  
as measured by the GSP deflator, will be 
under 2%, but will push up nominal growth 
rates of GSP to 3.1% this year, 4.7% in 2004, 
and 4.3% in 2005. 

Consumer prices were driven up in 
the first part of the year by higher energy 
prices, but for the year as a whole, a 2.1% 
increase in consumer prices is estimated, 
followed by lower rates of increase in 2004 
and 2005.  Low producer prices, due in part to 
deflationary trends in nonpetroleum 
commodity imports, will continue to put 
downward pressure on prices.  Consumer 
price inflation, accordingly, is expected to 
remain below 2.5% for the foreseeable future. 

The gradual improvement in 
Mississippi’s labor market is predicted to 
continue, with payroll employment increasing 
0.6% this year, and 1.3% in 2004 as the 
recovery picks up its pace.  Although services 
employment will do well in 2004, it won’t be 
until 2005 that manufacturing shows 
significant growth.  This gain in 
manufacturing jobs will keep the overall 
growth of employment at 1.3% in 2005.  The 
government sector will grow more slowly than 
in the recent past, but will still be a major job 
provider.  Many of these will be related to 
education or to homeland security.  
 The unemployment rate this year, at 
6.7%, will be slightly lower than last year, and 
will gradually drop to 6.3% by 2005. As the 
labor market situation improves, personal 
income will rise at an increasing rate.  A 4.0% 
growth rate of personal income is expected 
this year, which was also the growth rate in 
2002.  By 2004, the growth rate will be 4.5%, 
and, by 2005, 4.6%. 

A more rapid growth of wages and 
salaries is behind these numbers, along with 
higher growth rates for proprietor income and 

for property income.  Federal tax cuts will 
boost after-tax or disposable income, which 
will grow 4.3% in 2003, 4.7% in 2004, and 
4.5% in 2005.  

Last year, farm proprietors’ income 
in the state fell 52%, according to U.S. 
Department of Commerce estimates, but this 
year the outlook is better. Nationally, 
agricultural prices have improved over the 
course of the past twelve months.  The price 
of cotton improved to 43.77 cents per pound 
in Q1, due to poor weather conditions last 
year.  The price of soybeans showed a modest 
increase.  The outlook for poultry and other 
products is generally positive, with Global 
Insight predicting a 6.4% increase in 
agricultural producer prices in 2003 compared 
to 2002.  As a result, farm proprietors’ income 
is forecast to rise 42% nationally, and the 
estimate for Mississippi is 38%. 

More detail on the state forecast is 
provided in Appendix Tables 1-9 at the back 
of this Review. Also, following this article is 
Table A, which gives a breakdown of 
employment growth by industry from 2001 to 
2002, using the new NAICS classification.  
The state forecast is based on Global Insight’s 
national forecast, which is presented in the 
previous article.  
 
Trends Over the 2002-2007 
Period 

There is little change in the longer-run 
forecast in comparison to that presented in 
the December Review. Growth rates of output 
and employment over the 2002-2007 period 
are expected to be just slightly slower for both 
the U.S. and Mississippi than in the earlier 
forecast.  The slower global recovery and the 
deepening fiscal problems facing all levels of 
government are two factors behind the 
changed forecast.  

As shown in Figures 2 and 3, the 
growth rates of output and employment in 
Mississippi are expected to be higher over the 
coming period than over the 1996-2001 
period.    The slow growth rate of the state’s 
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economy in 2000, and the drop in GSP in 
2001, combined to push the average annual 
growth rate of output for 1996-2001 down to 
2.2%. By contrast, the U.S. economy 
registered an overall growth rate for the years 
1996-2001 of 3.6%.  Over the 2002-2007 
period, the growth rates of employment 
and output for Mississippi and the U.S. will 
move closer. 

More detail on the employment 
growth predicted for Mississippi over the 
2002-2007 period is provided in Figure 4.  
The services sector will create more jobs than 
any other single sector (32,900), and will also 
show the highest growth rate, at 2.2%. 
Manufacturing employment will dip slightly 
over the period. 
 The projected average annual rate of 
employment in trade is 1.0% over the 2002-
2007 period for the state, slightly higher than 
the projected rate of 0.7% in the last Review. 
Retail trade has been undergoing 
restructuring nationwide.  Revamped store 
layouts and new deployments of personnel 
and management have been among the 
changes resulting in productivity increases, 
and slower employment growth, in this 
industry. Retail employment dropped 0.9% in 
the U.S. in 2002, and, in Mississippi, 0.2%. 
Year-to-date through April, employment in 
retail trade was 3.0% higher in Mississippi 
than during the same period in 2002, 
however.  Nationally, employment fell. This 
sector, then, appears to be more resilient in 
Mississippi than in the rest of the country.  

The manufacturing sector faces a 
global market that has yet to revive. The low, 
positive growth rate predicted for the 2002-
2007 period last fall has been replaced by a -
0.2% average annual expected rate of growth. 
The U.S. is predicted to lose jobs in this 
sector at the even faster average annual rate of 
0.5%.  

Mining employment has been pushed 
up recently by high energy prices, but current 
levels of employment would be difficult to 
sustain.  The average growth rate of 

employment in that sector is now forecast to 
be a negative 2.1%.  The slight improvement 
in the agricultural sector is due to cyclical 
factors.  Employment in agricultural services 
and in fisheries and forestry is included in this 
sector.  
 
Written by Marianne Hill, with input from members 
of the Center for Policy Research and Planning. 
 

Note 
 
1.  With the dramatic growth of services in the 
United States and globally, a new industrial 
classification system, The North American 
Industry Classification System (NAICS) has 
been developed to replace the decades-old 
Standard Industrial Classification (SIC).  The 
new system provides more detailed 
information on several industries.  Nine new 
service industry sectors are listed, and 350 
new industries with 250 of the new industries 
in service sectors.  For example, a new 
Information sector combines 
communications, publishing, motion picture 
and sound recording and online services.  
Changes are substantial even in non-service 
industries:  no NAICS sector has the same 
subsector classification groupings or detailed 
industries as its SIC predecessor.  For 
example, construction has 3 (out of 28) 
industries that a re new and 14 that are 
revised, and it is the least-changed sector.  
Accordingly, comparison over time are not 
possible for many  of the newly defined 
industries.  For more information, go to the 
U.S. Bureau of the Census website at 
www.census.gov and click on NAICS. 
 
 

Sources 
 
Center for Policy Research and Planning, 
Mississippi’s Business, a monthly newsletter on 
the Mississippi economy published by the 
Mississippi Institutions of Higher Learning. 
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Economic Forecasting Center, Southeast State 
Indicators, Georgia State University, January 
2003. 
 
Federal Reserve Board of Atlanta, State of the 
States, EconSouth, First Quarter 2003. 

 
Global Insight, Inc.  National and regional 
forecasts and reports,  2001-2003. 
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HIGHLIGHTS FROM RECENT NEWS 
ABOUT THE MISSISSIPPI ECONOMY 

 
See the website of the Mississippi Development Authority, www.mississippi.org, for more information 
about recent economic developments in the state, or contact Sherry Vance, Director of Public 
Information, at (601)359-3041. 
 
New Businesses and Expanded Facilities 
Investments of $1.4 billion in new and 
expanded facilities were announced during the 
first four months of 2003, according to the 
Mississippi Development Authority.  This is 
an increase of 1.0% over the level reached 
during the same period last year.   Of this 
total, 91% or $1.2 billion was in non-
manufacturing facilities.  About 1,850 new 
jobs will be created as a result, with 73% of 
these jobs outside of manufacturing. 
  

The largest single investment 
announced this year was a $425 
million plant for electric power 

generation, transmission & distribution 
planned by Choctaw Gas Generation at 
Chester in Choctaw County.  A $175 million 
hospital in DeSoto County, employing 700 
persons, is planned by Baptist Memorial 
Hospital – DeSoto.  The University of 
Mississippi Medical Center is expanding its 
capacity, with a $34.8 million investment that 
will benefit both its general and specialized 
capabilities. Oktibbeha County Hospital is 
planning a $30 million upgrade. The Port of 
Pascagoula continues to upgrade its facilities, 
investing $35 million in marine cargo handling 
facilities.  
 
The largest manufacturing investment 
announced this year is an $18 million 
investment by Georgia Gulf Corporation in a 
facility which will provide custom 
compounding of resins and color 
concentrates.  A $17.6 million plant to be built 
for G&C, Inc. will produce motor part and 
accessories and employ 160 persons.  
Northrop Grumman will expand its 
capabilities to produce reinforced and 

fiberglass products, and other products, 
through a $14 million expansion. It expects to 
employ an additional 250 persons. 
Other major non-manufacturing 
initiatives include the  con-
struction of engineering 
laboratories in Madison and 
Oktibbeha Counties by the Center 
for Advanced Vehicular Systems ($15 million 
total), a $17.5 million Telecommunications 
Conference Center in Jackson, a $16.5 million 
facility for the National Biological Control 
Laboratory in Washington County, $16.2 
million in improvements to the Gulfport-
Biloxi International Airport, and motion 
picture and video tape production studios in 

the new Mississippi Film Enterprise 
Zone in Canton, Madison County 
(see below).  
 

The new $20.5 million Ohr-O’Keefe 
Museum of Art  (and ceramic school) will 
soon be attracting visitors to Biloxi. 
Aquaculture research is expanding at the Gulf 
Coast Research Laboratory through a $1.8 
million investment.  Casino expansion has 
slowed, but the Grand Casino (both in 
Gulfport and in Biloxi), and the Palace Casino 
in Biloxi have announced new investments. 
 
Wal-Mart is building yet another Supercenter 
in Mississippi, this one in Pass Christian.  It is 
expected to employ 400 persons.  Vicksburg 
Factory Outlets is expanding its shopping 
center operations in Vicksburg, adding 200 
jobs.  The $60 million Colony Crossing 
shopping center in Madison (in Madison 
County) will be the first major shopping 
center in that town. 
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Nissan 
Production trials have begun at 
the Nissan auto plant in 
Madison.  The Titan Crew Cab 
pickup and Nissan’s first full sport utility 
vehicle, the Pathfinder Armada, built in 
Madison, made their debuts at the New York 
International Auto Show in April.  The Titan, 
Armada, Quest, a still unnamed Infiniti SUV 
and the Altima sedan will be assembled at 
Nissan’s new $1.4 billion plant in Canton.  
More information can be found at 
www.mississippiandnissan.com. 
  
Research in Action 
Construction of the Stennis Technology Park 
near the Stennis International Airport is 
expected to begin this summer. The new Park 
will serve businesses that have outgrown their 
quarters at nearby Stennis Space Center, as 
well as other high-technology firms.  Hancock 
Land LLC is the developer. 
   
A new technology business incubator facility, 
the Powe Center for Innovative 
Technology, is being constructed in 
Starkville because the Golden Triangle 
Enterprise Center incubator program has 
outgrown its current space.  The GTEC board 
will manage the operations of the Powe 
Center, which will be owned by the 
Mississippi State University Research and 
Technology Corporation. The incubator 
program aims to bring new products and 
services to the market, enabling the expansion 
of emerging technology businesses in the 
state. 
 
Tourism 
The Mississippi Film Enterprise Zone in 
Canton will be the first centralized film 
production zone in the state.  Construction at 
the 25-acre site began earlier this year.  The 
enterprise zone will be used exclusively by the 
film industry in Mississippi, and it is projected 
to be the state’s premier location for film 
production.  The anchor of the zone is a $1.7 
million public soundstage, funded by the 

Mississippi Arts Commission, the City of 
Canton and a federal grant.  More information 
is available at www.visitmississippi.org.  
 
The biggest ship in the 
Carnival Cruise Lines 
fleet, the Conquest, docked 
at Gulfport for several 
weeks this spring, due to the seasonal rise of 
the Mississippi River and low-hanging power 
lines which made stopping at New Orleans 
unfeasible.  New Orleans estimates a loss of 
up to $36 million, much of which will instead 
benefit Mississippi coastal businesses. 
 
2003 has been declared the year of 
the blues in Mississippi, and several 
blues events are on the calendar, 
including the B.B. King Hometown 
Homecoming June 6 and  the  Sun-
flower River Blues and Gospel Festival 
August 8-9.  Other upcoming events 
attracting thousands include the Mississippi 
Deep Sea Fishing Rodeo July 2 to July 6, the 
Neshoba County Fair July 28 to August 1, 
Tupelo’s Elvis Presley Festival June 6-8 and 
Festival Latino September 13.  See the state 
tourism calendar at www.visitmississippi.org 
for more information. 
 
Construction has begun on a $17.5 million 
Telecommunications Training and  Con-
ference Center in Jackson.  The Center will 
contain gallery space, meeting space, 
conference rooms, seminar rooms, multi-
purpose rooms, boardrooms and an 
amphitheater. 
 
Tunica is upgrading its airport.  By 
the time the $38 million upgrade is 
completed, the airport will be tied as the 
state’s fourth largest and will be able to handle 
medium-bodied commercial jets, such as 
Boeings 747s. This upgrade is one of three 
major capital projects underway in the county, 
which is also building a $23 million River  
Park and interpretive center, and a $12 million 
championship public golf course. 
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Deer Island will be purchased by the state, 
and will become a protected habitat, 
contributing to the growth of eco-tourism on 
the state’s coast.  Also contributing to eco-
tourism on the coast is the growth of 
businesses offering nature tours of the 
swamps near the Pascagoula River. The 
Pascagoula is one of the largest unimpeded 
rivers in the nation, and there are 72,000 acres 
of protected land near the river, with several 
endangered species not found elsewhere.    
  
Natchez will soon sign over the site of a 19th 
century slave market to the National Park 
Service, to become part of the Natchez 
National Historical Park.  The site was the 
second-largest slave market in the South. 
 
Mississippi in the Nation 
The Biloxi-Gulfport-Pascagoula metropolitan 
area recorded the second highest growth rate 
nationwide in 2002, thanks to casinos and the 
military.  Employment there rose 4%, 
compared to a drop of 0.2% for metropolitan 
areas nationwide, according to economy.com. 
 
The Southern Business & Development 
magazine (SB&D), a prominent trade 
magazine, named three Mississippi cities 

among its 30 Best Downtowns 
in the South:  Columbus, 
Hattiesburg and Ocean Springs.  
The magazine looked for vibrant central 
business districts in making its selections. 
 
Area Development, a magazine and 
information source for site and facility 
planning, has selected the Mississippi 
Development Authority’s website, 
www.mississippi.org, as the eighth best in the 
nation.    MuniNet also lists the site as a top 
economic development website. 
 
Jack Kyle, the executive director of the 
Mississippi Commission for International 
Cultural Exchange, was named one of five 
2002 Giants of Design by House Beautiful 
magazine, which lauded him as “the South’s 
great impresario of culture”. He was honored 
at the 2002 Rolex Giants of Design ceremony in 
New York.  The most recent project of the 
Commission headed by Kyle is the “The 
Glory of Baroque Dresden” exhibition, 
which will be held March 1 to September 6, 
2004 in Jackson.  More than 300 works of art 
from the State Art Collections of Dresden, 
Germany will be displayed.  
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EASING THE STATE BUDGET SQUEEZE 
Marianne Hill 

 
States across the nation are being squeezed financially during the worst fiscal crisis in years.  
According to the National Association of State Budget Officers (NASBO), at least 37 states 
made cuts to budgets enacted for FY2002 – the largest number of states and the largest 
budget cuts ever (totaling more than $12 billion). Mississippi was among those states 
making cuts.  The $11 billion FY2002 budget adopted by the Mississippi Legislature in 2001 
was based on projections that included a 3.7% increase in net General Fund receipts. 
During the course of the fiscal year, however, the estimate of General Fund receipts was 
reduced by over $100 million, and corresponding budget cuts were made. At the end of 
FY2002, actual General Fund receipts stood 2.1% lower than in the previous fiscal year.  
 
FY2003 was off to an even rockier start than FY2002 nationwide.  According to the 
National Conference of State Legislators (NCSL), states had addressed an 
estimated $49 billion shortfall when crafting their FY2003 budgets, but now 
face additional cuts of at least $18 billion despite their caution.  In addition, 
NCLS projects a $68.5 billion shortfall in FY2004.   Standard and Poor’s 
anticipates an even greater overall budget gap in FY2004, claiming that “it could exceed an 
aggregate $100 billion”.  
 

he short-term crisis is aggravated by the 
fact that most states are faced with 
underlying long-term structural 
imbalances. Expenditures have been 

rising steeply, led by the rapidly increasing 
cost of health care programs, while at the 
same time the tax bases of some major taxes 
have been shrinking.1   Sales tax bases have 
eroded as the economy has become more 
service-oriented, and generous exemptions, 
deductions and other provisions have reduced 
markedly the ability of states to tax corporate 
income (Multistate Tax Commission 2003).  
The budget squeeze has been exacerbated by 
new homeland security measures, the 
recession and the decline in the stock market.  
While revenues have slowed, expenditures 
have continued to rise, often covered by one-
time measures or rising debt levels. Although 
this fiscal crisis will ease with a return to more 
upbeat news on the economic front,  an  
upswing  in  the  economy   will   not   suffice   
to  eliminate  the shortfalls anticipated.  As a  
 
 

result, states have been forced to re-examine 
revenue sources and obligations.  

The budget squeeze here is similar to 
that faced by many states.  Between FY1997 
and FY2002, despite the economic downturn 
and slowing tax revenue growth, state 
expenditures in Mississippi increased at an 
average annual rate of 9.2%. The expenditure 
category with the most rapid increase over 
this period was debt service, while the largest 
single expenditure category -- Medicaid/ 
Health & Welfare – had the second-highest 
average annual growth rate at 11%. Although 
state receipts from all sources grew 
sufficiently to finance these expenditures, the 
composition of these receipts changed 
noticeably, with an increased reliance on bond 
issues and other nontax sources.  Tax 
collections grew substantially slower than 
expenditures. Every expenditure category 
except public works and higher education, as 
shown in Table 1, had an average annual 
growth rate  in excess of 4.6%, which was  the 
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growth rate of gross Tax Commission 
collections. 
 
Current Revenue Sources                            

The sources of state revenues, which 
can be divided into General Fund and Special 
Fund revenues, are shown in Table 2.  State 
General Fund revenues come almost entirely 
from taxes, fees and other charges.  Sales and 
income taxes are the two largest individual 
revenue generators for the General Fund. 
FY2002 State-source Special Fund revenues 
come not only from diversions from the sales 
and use taxes ($0.8 billion), but also, for 
example, from the gasoline tax ($0.4 billion), 
from licenses, fees & permits ($0.4 billion) 
and court settlements ($0.2 billion).  Federal-
source Special Funds amounted to $3.7 billion 
in FY2002, providing almost 30% of state 
revenues.  (Notice that Tax Commission 

collections go to both the General Fund and 
some Special Funds.) 

The changing composition of state 
revenue sources is indicated in the last column 
of Table 2. The two fastest-growing categories 
of receipts are listed under Special Funds - 
Other Receipts.  Proceeds of bond issues 
grew at an average annual rate of 68.9% 
between FY1997 and FY2002, and transfers 
from various state funds to Special Funds 
(including to the new Budget Contingency 
Fund), grew 22.1% annually.2 [The Budget 
Contingency Fund, created in 2001, has 
become an important source of funds for 
several programs including the Adequate 
Education Program.  It is funded by transfers 
from agencies ranging from the Department 
of Transportation to the Workers’ 
Compensation Commission.] Federal funds 
going to Special Funds –

Table 1.  GROWTH RATES OF MISSISSIPPI GENERAL AND SPECIAL FUND EXPENDITURES 
FY1997-2002

Total Expenditure Average Annual
FY2002 Increase

Expenditure Catetory ($millions) FY1997-2002

Medicaid, Health and Welfare $3,659.8           11.0%
Public Education 2,151.6 6.3
Public Works 1,103.0 4.0
Debt Service 1,054.2 64.2
Local Assistance 850.7 5.0
Higher Education 669.5 4.3
Corrections and Justice 328.2 7.2
Other 1,422.3 7.1
TOTAL Governmental 11,239.3 9.2

Total, Governmental and $12,301.5 12.0%
Nongovernmental

Note:  The $11.2 billion of total governmental expenditures includes some expenditures outside
of the FY2002 State Budget of $11.0 billion, such as expenses for special projects
approved by the legislature financed by bonds or notes.  Nongovernmental expenditure refers to
similar spending on nongovernmental projects e.g. certain Nissan-related projects.

SOURCE:  Mississippi Institutions of Higher Learning, Center for Policy 
Research and Planning, Fiscal Summary , January 2003.
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Table 2.  GROWTH RATES OF REVENUE SOURCES FOR MISSISSIPPI, FY1997-2002

Total FY2002 Average
Receipts Annual Increase

Revenue Sources (millions $) FY1997-2002
General Fund, Net Collections
     Tax Commission Transfers1 3,299.4$          3.8%
     Other2 71.2$               -4.7%

Special Funds, Governmental Receipts
     State Sources3 2,768.9$          8.5%
     Federal Sources4 3,736.9$          10.1%

Special Funds, Other Receipts
     Proceeds of bond issues5 1,093.7$          68.9%
     Transfers from other funds6 1,419.9$          22.1%
     Other (Revenue Codes 47001 to 49960)7 496.9$             14.6%

TOTAL 12,676.5$       9.6%

1Includes all Tax Commission collections transferred to the general fund.
2Includes revenues received from the Highway Safety Patrol, interest on investments and other general fund
collections.
3State source governmental receipts here include sales and use tax diverted to cities, Education Enhancement
fund and other purposes ($0.8 billion), gasoline tax ($0.4 billion), licenses, fees (including  gaming fees) and
permits ($0.4 billion), charges for sales and services ($0.3 billion), court assessments/settlements ($0.2 billion)
and other sources including interest on investments.  Excluding court settlements (which include the Tobacco
Settlement), the average growth of this category was 6.1%.
4Federal funds for Medicaid, the Department of Education, and other programs are in this category. 
5These bond issues finance activities that may not be included in the state budget, though they must be approved
by the Legislature, e.g. the bonds that will be issued to meet needs related  to the Nissan plant.  Bonds typically
finance projects spanning several years, so receipts any given year will not match expenditures that year.
6These transfers include transfers to the Budget Contingency Fund, set up in 2001. See Note 2 at the end of the 
article.
7Various sources including gross sales of alcoholic beverages ($0.2 billion), Medicaid refunds ($0.1 billion), and 
MPACT contract receipts.

Note:  The state budget for FY2002 was $11.0 billion, but additional expenditures, e.g. for Nissan-related projects, 
are also undertaken by the state.  Tax Commission transfers to the General Fund financed 30% of the FY2002
state budget, federal source funds about 32%, and other special funds the rest.

SOURCE:  Mississippi Center for Policy Research and Planning, Fiscal Summary , January 2002.  Mississippi 
Department of Finance and Administration, Comprehensive Annual Financial Report 2002, and unpublished data.
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Governmental Receipts grew 10.1%, with the 
largest single program being Medicaid.3  

At the same time, the growth rate of 
gross collections by the Tax Commission 
averaged only 4.6% over this period, far 
below the growth rate of expenditures. Table 
3 provides a break-down of Tax Commission 
collections by tax category.  The most rapidly 
growing category during the FY1997-FY2002 
period was gaming taxes and fees, at 8.3%, 
followed by the individual income tax at 6.6%. 
Sales tax revenues increased by 4.9%, except 
that the use tax, which is primarily sales tax on 
the user of property acquired from outside the 
state, dropped 0.1%. Corporate taxes 
increased only 0.3%.  (Corporate taxes are a 
combination of corporate income taxes, 
which dropped 1.5% even before allowance 
for tax credits, and corporate franchise taxes, 
which increased just enough to offset this 
drop.) The gasoline tax, which is diverted to 
Special Funds earmarked for transportation, 
grew 2.7%. 

The slow growth of Tax Commission 
collections, the primary source   of    recurring  
state  funds,   means  that the  growth  rate  of  

expenditures must slow, given that, in the 
long-run, the other two major sources of state 
funds, loans and transfers to special funds, 
must be financed by taxes and fees. (The 
growth rate of federal funds to the state, the 
only other major revenue source, is expected 
to fall due to the rising federal deficit.)  Even 
should tax revenue growth exceed 5.0% in 
FY2004, the state will be hard-pressed to 
repay loans, to replenish earmarked funds that 
have shrunk, and at the same time to continue 
to meet legislated and federally-mandated 
commitments. 

Mississippi is doing somewhat better 
this fiscal year than last, with Tax Commission 
tax transfers to the General Fund up 0.7% 
through May, compared to the first eleven 
months of FY2002.  Nonetheless, the 
handwriting is on the wall:  Mississippi needs 
to re-examine its revenues and expenditures.  
If the state wishes to continue funding its 
current programs at current service levels, it 
will need new revenue sources.  If the state 
opts to reduce costs, it will need to cut or 
restructure programs.  

 
 

 
Table 3.  GROWTH RATES OF MISSISSIPPI GROSS COLLECTIONS, MAJOR TAXES 
AND TOTAL STATE TAX COMMISSION FY1997-FY2002

Total FY2002 Average Annual  Growth
(millions $) FY1997-FY2002

Sales Tax $2,156.4 4.9%
Individual Income Tax 1,297.4 6.6%
Corporate Income Tax1 (before credits) 192.6 -1.5%
Corporate Franchise Tax1 (before credits) 123.0 5.4%
     (Total Corporate Tax (after credits))1 (296.2) (0.3%)
Use Tax 204.5 -0.1%
Gaming Taxes and Fees 327.2 8.3%
Other 964.3 3.4%
TOTAL2 $5,246.0 4.6%
1Figures from the corporate income and franchise taxes shown here are before tax credits are deducted.  After credits, the
average annual growth rate of the corporate income and franchise tax, which is a combined tax, was 0.3%, and the total
collected in FY2002 was $296.2 million.
2$1,946.6 million of this total was diverted to Special Funds, including the Education Enhancement Fund, payments to cities,
municipalities and counties, and other diversions.
SOURCE:  Mississippi State Tax Commission and calculations by the author.
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On the Expenditure Side:  
Increasing Government Efficiency 
 
 
There is always room for increasing the efficiency of state government. This, however, 
requires analysis of current programs. Performance-based budgeting (PBB), which was 
begun in Mississippi in 1994, was to provide performance evaluations that could guide 
changes that would improve efficiency.  PBB called for gathering data on an agency’s 
effectiveness to measure its success in improving outcomes. Less successful programs would 
yield to more successful ones with the same objectives. Programs duplicating services would 
be consolidated, or at least coordinated. 
 

ince 1994, under PBB, state agencies here 
have been required to develop five-year 
plans with goals and a means of achieving 

those goals.  However, agency performance 
reports typically emphasize measures of 
program output rather than measurements of 
program outcomes. For instance, a report on a 
training program might cite the number of 
persons trained, but not the kinds of jobs 
obtained by those trainees. This is a nationwide 
problem. If a training program is aimed at 
reducing poverty or raising incomes, the 
success of the program can only be judged if 
information on trainee incomes before and 
after training is provided. If little or no 
progress is made in addressing the root 
problem that an agency is tackling, e.g. low 
incomes, expenditure levels of that agency may 
remain high without generating additional tax 
dollars, and the size of the problem may 
increase.4  A more effective implementation of 
PBB would aid in reducing costs and 
improving outcomes. 

The growing debt service burden is 
also worthy of mention before turning to the 
revenue side.  The cost of incentives packages 
used to support businesses in the state has 
grown rapidly in recent years, due in large part 
to the provisions of the Advantage  Mississippi  
Initiative legislation, designed to lure Nissan. 

In addition to Nissan, Howard Industries and 
Northrop Grumman have also received special 
incentives, and more companies in the state are 
also likely to request such subsidies.  While 
those companies receiving such incentives will 
view them in a positive light, those not 
receiving any may see such incentives as 
biased.  
 One approach to reducing 
revenues lost through tax breaks 
that have accumulated over the 
years is to levy a surcharge on 
corporate tax incentives (NASBO 
mentions as an example a 20% surcharge on 
tax breaks qualified for under business 
incentive programs).  Tying tax incentives to 
outcomes and monitoring company 
performance more closely are also reforms 
being implemented in some states.  In any case 
there are many other means of supporting 
business investment and maintaining a 
competitive business environment.  Incentive 
packages have their place, but expenditures on 
well-designed projects leading to urban 
renewal, joint business-university ventures or 
compre-hensive adult education programs, for 
example, have the potential for equal or greater 
economic impact than direct business subsidies 
and tax breaks. 
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Equity and Efficiency:  Basic Principles of Taxation 
 
There are two principles normally used when evaluating the structure of taxes and fees in an 
economy:  equity and efficiency.  These principles can be used to guide the reform or 
restructuring of taxes and fees. 
 
1. Equity -- be fair.  What this means is by no means obvious.  For example, it may seem 
fair that everyone pays the same 7% sales tax on a quart of orange juice, but it would seem 
less fair for both millionaires and families below the poverty line to pay the same dollar 
amount in income taxes.  Overall, two basic principles used in determining the equity of a 
tax system are:  1) the tax burdens on persons in similar circumstances should be similar, 
and 2) persons with greater ability to pay should pay more. It should also be kept in mind 
that a tax system must be considered as a whole when judging its equity. 
 
2.  Be efficient.  The most efficient taxes will have relatively low administrative and 
compliance costs and will generate stable income that grows as rapidly as the economy.  
Efficient taxes will minimize the discouragement or distortion of beneficial economic 
activities. 
 
How do Mississippi taxes currently rate in 
the areas of equity and efficiency? 
 
1. Equity. Do families with higher incomes 
pay a higher percentage of their income in 
taxes than do families with lower incomes?  A 
tax system that has this characteristic is called 
progressive. If higher income families pay a 
lower percentage of their income in taxes, the 
tax system is called regressive.  Of the three 
major taxes in most states – the property tax, 
the sales tax and the individual income tax -- 
only the income tax is a progressive tax. Table 
4 shows state and local taxes as a percent of 
family income in 2002 in Mississippi and in 
the U.S., for the five income quintiles. 
Families in the lowest fifth of the state pay 
only about 0.2% of their income in state 
income taxes, while families in the top fifth 
pay more than 2.4%, with the top 1% paying 
4%.  The U.S. income tax is similarly 
progressive.   
            The burden of the property tax in 
Mississippi, also shown in the table, is the 
greatest for those in the second quintile, who 
find that 2.9% of their income goes toward 
this tax.  (The homestead exemption has 

reduced the relative burden of the property 
tax on lowest-income families.) Sales taxes 
and excise taxes on tobacco, alcoholic 
beverages and gasoline hit the bottom quintile 
hardest at both the state and national level, 
absorbing about 8% of family income. The 
sales tax on groceries and other basic needs is 
a regressive feature of the sales tax. Many 
states, including several Southern states (State 
Policy Reports 11/02), have opted to 
eliminate the sales tax on groceries. 

Overall, families in the lowest 20% of 
the income distribution in Mississippi pay 
about 10% of their incomes in taxes, families 
in the second 20% pay 11.5%, and after that, 
as incomes rise, the tax burden drops, with 
families in the top 1% paying 5.3% of their 
income in taxes.  The situation in the U.S. as a 
whole is not much different: families in the 
low and middle-income brackets have the 
highest tax rates overall.   

Another question that must be asked 
in assessing tax equity is this:  do families in 
similar circumstances face similar tax 
burdens?   
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Table 4.  STATE AND LOCAL TAXES AS PERCENT OF FAMILY INCOME IN 2002
MISSISSIPPI AND U.S.    (Nonelderly Taxpayers)

TOTAL1

Individual
Sales and State and Local

Family Excise Taxes Property Taxes Income Taxes Taxes/Income
Income Group MS US MS US MS US MS US

Lowest 20% 8.1% 7.8% 1.7% 3.1% 0.2% 0.6% 10.0% 11.4%
     MS Average $7,000
     US Average $9,300

Second 20% 8.0 6.4 2.9 2.3 0.6 1.6 11.5 10.3
     MS Average $15,100
     US Average $19,700

Middle 20% 6.9 5.1 1.6 2.5 1.2 2.3 9.7 9.6
     MS Average $24,100
     US Average $31,900

Fourth 20% 5.4 4.1 1.4 2.6 2.0 2.7 8.6 8.8
     MS Average $40,400
     US Average $52,500

Top 20%2

     Next 15% 4.3 3.1 1.8 2.6 2.4 3.2 8.0 7.7
     Next 4% 2.7 2.0 1.8 2.3 3.1 3.8 6.6 6.5
     Top 1% 1.3 1.1 1.5 1.4 4.0 4.8 5.3 5.2

1These totals include tax offsets due to federal deductions, which reduce the overall tax burden.

2Average income for top 20% was not provided.  For bottom 15% of top 20%, the average income in Mississippi was $69,000,
for the next 4% $131,000, and for the top 1%, $509,000.  For the U.S., the corresponding numbers are $95,300, $202,300 and
$1,080,900.00

This difference in average incomes affects how this table should be interpreted.  Note that the average income level in the bottom
quintile in Mississippi is $7,000, compared to $9,300 for the U.S.  A Mississippi family with a $9,300 income could well be paying
11.4% of that income in state and local taxes--the same rate as for the U.S.

SOURCE:  Institute on Taxation and Economic Policy Report, Who Pays State and Local Taxes , 2002, at www.itepnet.org.

 
Given the differing needs of families at the 
same income level, and the limits on 
exemptions and deductions available, some 
inequality in tax burdens is inevitable. Also, 
some families will benefit more directly from 
government expenditures than others -- for 
example, from government expenditures on 
education – which further complicates 
comparison among families.  As a general 
rule, tax exemptions and deductions should 
routinely be re-examined, as there is inevitably 
room for improvement. 

 

2. Efficiency.   The sales tax, property tax 
and individual income tax have low costs of 
collection and administration relative to the 
revenues they bring to the state.  However, in 
recent years, as consumer expenditures shift 
more towards services, sales tax revenues have 
failed to keep pace with overall expenditure 
growth.  Individual  income  tax  revenues,   
on  the other hand, have grown more rapidly 
than personal income, as taxpayers move into 
higher income tax brackets over time, and on 
average have outpaced expenditures.   



 
 

 27

(During a recession, if taxpayers move to 
lower income brackets, this multiplier effect 
can be a disadvantage.)  

All taxes have some negative effects 
on efficiency that cannot be totally avoided, 
but these effects should be estimated and kept 
in mind when changing the tax structure. For 
example, a higher sales tax here than in other 
states puts businesses here at a competitive 

disadvantage in attracting customers from 
out-of-state. A sales tax on goods but not on 
services tends to place goods producers at a 
disadvantage relative to service producers. A 
tax on property favors non-property forms of 
investments. Taxes that discourage investment 
in areas critical to the future of the state, such 
as education and training, should be 
particularly avoided. 

 

Alternatives For Raising Revenues 
 
The National Conference of State Legislators (NCSL) regularly reports on measures taken 
by states to close their revenue gaps.  NCSL notes that several states have increased their 
taxes on cigarettes, while others have broadened their sales tax to include more services. A 
few have increased their corporate income tax. In its December report, the National 
Association of State Budget Officers listed several other options that states are using to close 
the gap between spending and revenues.  Some options that could apply to Mississippi are 
considered below.  

 
ales Tax.  At 7% since 1992, 
Mississippi already has the highest state 
sales tax rate in the nation, matched only 
by Rhode Island.  Eighteen states, 

however, have local sales taxes which are high 
enough to push their overall average rate, 
including both state and local rates, above 
Mississippi’s 7% average (State Policy Reports 
11/02).  (Mississippi also has a 1% tax on 
tourist-related sales in some cities.)  Overall, 
the sales tax places a burden on both 
producers and consumers of goods that are 
taxed, in comparison to their non-taxed, or 
lower-taxed, competitors. 

There are strong arguments against 
raising the sales tax rate to more than 7%.  An 
increase in the state sales tax would increase 
the burden on low-income families 
disproportionately, and would hurt the 
competitive position of many businesses in 
the state, particularly  those whose custo- 
mers have the alternative of making their 
purchases out-of-state, e.g. via the internet.   
There are a few special tax exemptions or 
reduced rates that could be changed or 
eliminated, e.g. the exemption for some 
nonprofit organizations or for sales of coffins, 
but  the  benefits  of  these  exemptions   may  

 

outweigh their costs to the state.  A list of tax 
exemptions and reduced rates, along with 
estimates of the impact on state revenues, can 
be found in the Annual Tax Expenditure Report, 
published by this office. 

It should also be noted that sales via 
the internet are currently not subject to the 
sales tax, due to federal regulations.  Many 
states are lobbying for this to change. One 
low sales tax rate, common to all states, would 
be more business-friendly (and more 
enforceable) than a myriad of rates, but this 
requires a rethinking of federal-state and inter-
state relations. 

A broadening of the sales 
tax base to include more services 
would be feasible and perhaps 
desirable. The sales tax applies 
to all goods sold, unless 
specifically exempted, where- as only 
specified services are taxed (see Mississippi 
Code Section 27-65-23).  A 1996 study by the 
Federation of Tax Administrators found that 
of 164 categories of services, the typical state 
only taxed 56.  Mississippi rated much better 
than the average, taxing 70 categories (State 
Policy Reports, 11/02, Vol. 20(22)).  However, 
Mississippi  does   not  tax  most  professional  
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services, and while some construction-related 
services are taxed, others such as carpentry are 
not. Taxing more business services is a 
possibility, although this would tend to favor 
large companies able to provide these services 
in-house. However, there is considerable 
revenue potential. 

Residential utilities are also exempted,  
and  one possible change would  be to impose 
a tax/surcharge on energy use which exceeds 
a specified base amount per household. 
Commercial utilities are taxed, although the 
tax is lower for manufacturing facilities, at 1 
½%.  Taxes, other than the sales tax, related 
to emissions might be preferable since taxes 
on emissions would not only raise revenue but 
would have the effect of reducing pollution 
and encouraging a shift to cleaner energy 
sources.   See further discussion below.    
 
Individual Income Tax 

Nationally, income taxes provide 
27.4% of total revenue from major state and 
local taxes, as shown in Table 5. In 
Mississippi, the percentage is 17.8%.  The 
argument for seeking additional revenues 
through the individual income tax is strong if 
there is agreement that more revenue is 

needed.  In fact, if equity were the prime 
consideration,   the   individual   income    tax  
would  be  the  prime  candidate  for  a     rate 
increase or a base-broadening, since it is the 
tax most closely linked to the ability to pay. 
The fact that state income taxes paid are 
deductible from income for purposes of the 
federal income tax (whereas sales taxes are 
not) is  another  plus for this alternative. 

Five alternative changes in the 
income tax and the resulting 
impact on collections were 
considered in an article in the 

June 1991 issue of this Review, namely:  1) 
decreasing standard deductions; 2) decreasing 
the basic exemptions for each filing status; 3) 
decreasing all itemized deductions by 10% per 
tax return; 4) increasing tax bracket intervals 
and adding a higher bracket; and 5) decreasing 
itemized deductions by 10%, while increasing 
tax bracket intervals and adding a higher 
bracket.  The last two alternatives had much 
greater revenue impact (on the order of $25 
million in 1991) than the other three, and only 
families with adjusted gross incomes of over 
$50,000 paid an additional $50 or more in 
taxes. The same changes today would likely 
show a similar pattern, with higher income 

Table 5. PERCENTAGE OF STATE AND LOCAL MAJOR TAX REVENUE FROM EACH MAJOR TAX
AND NATIONAL RANK, SELECTED STATES
Fiscal Year 2000

From From From
State Property Tax Rank Sales Tax Rank Income Tax Rank

Alabama 16.6 48 56.7 9 26.7 29
Arkansas 17.9 47 54.8 12 27.3 27
Georgia 27.5 36 43.1 20 29.5 18
Kentucky 19.4 45 41.6 22 38.9 5
Louisiana 18.2 46 65.2 4 16.6 40
Mississippi 25.8 39 56.5 10 17.8 39
North Carolina 24.2 41 37.9 26 37.9 6
South Carolina 31.1 28 40.4 23 28.4 23
Tennessee 27.8 35 70.5 2 1.7 43

National Average 32.4% 40.2% 27.4%

SOURCE: State Policy Reports , Vol. 20, No. 21, November 2002, p. 18.



 
 

 29

families accounting for most of additional 
revenue in the last two cases.   

Another alternative would be to 
institute changes that would raise revenues by 
treating income from different sources more 
equally, e.g. wage & salary income and income 
from dividends or capital gains. While raising 
income taxes may discourage some income-
earning activities, the effect is not likely to be 
great if the rate increase is kept in line with tax 
rates elsewhere. 
 
Corporate Income and Franchise Taxes   

Mississippi corporate taxes include 
both a corporate franchise tax (levied at $2.50 
per $1,000 of capital equity in the state) and a 
corporate income tax. The two are filed on 
the same form and are typically reported 
together, under the label “corporate income 
tax”. As Table 3 shows, over the FY1997-
FY2002 period, corporate franchise tax 
obligations (pre- tax credits) grew at an 
average annual rate of 5.4%, while corporate 
income tax obligations (also pre- tax credits) 
decreased by 1.5% annually.5   After deducting 
tax credits, corporate tax collections from 
both taxes were only $3.5 million higher in 
FY2002 than in FY1997.  Without the 
franchise tax, collections would have dropped. 
The economy was close to recession in 
FY2002, which may account for the low 
collections in FY2002, but, in fact, throughout 
the 1990s, corporate tax collections have 
averaged a growth rate closer to that of the 
sales tax than to that of the individual income 
tax. By comparison, in the 1980s, the growth 
rate was much higher, averaging in the 
double-digits. The problem of an eroding 
corporate tax base is a national one (Multistate 
Tax Commission 2003). 

While the argument for closing 
loopholes in the state corporate income tax 
may    be   strong,   in  practice   his   may   be  

 
 
 
 
 
 
 

difficult. (See accompanying box “Corporate 
Income Taxes Lag.”) In the past, the federal 
government and several states have instituted 
alternative minimum corporate income taxes 
as a means of overcoming declining growth 
rates. At the federal level, the alternative tax 
succeeded in increasing the effective 
corporate tax rate for a while, until new tax 
breaks were instituted in 1993 and 1997.  

In Mississippi, the corporate franchise 
tax acts as a minimum corporate tax, although 
it is not levied on income.  (Some 
corporations, however, may be exempted 
from most of this tax under the Advantage 
Mississippi program enacted in 2000.)6  This 
tax, despite its low rate, is a stable revenue 
source whose earnings are approaching  those  
of the corporate income tax.  The rate hasn’t 
been increased in decades.  If the rate were 
increased with perhaps some portion made 
deductible against the income tax, the net 
effect would be to raise the minimum floor on 
a corporation’s taxes.  

This is generally a sound approach.  
When the rate of return on a capital 
investment is 10%, the 0.25% franchise tax 
amounts to an effective tax rate of 2.5% on 
returns.   When  the rate  of  return  is  low  or  
negative, however, the 0.25% tax on capital 
raises some questions related to fairness and 
efficiency.  These can be addressed in various 
ways.  Some provision could be made for 
delaying the imposition of the franchise tax 
for an initial three years, if the company 
suffers a loss during that time.  Or flexible 
payment schedules could be arranged. 
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                           CORPORATE INCOME TAX REVENUE LAGS
  

At the federal level, as well as at the 
state level, revenues from the corporate 
income tax have not kept pace with revenues 
from the individual income tax.  Part of the 
explanation is that incentives often result in 
low effective tax rates, or even  rebates,  for  
the largest corporations. 

For example, a study of 250 of the 
largest U.S. companies that reported positive 
profits every year from 1996 to 1998 found 
that 41 companies paid less than zero taxes in 
at least one year from 1996 to 1998, despite 
reporting a total of $25.8 billion in pretax U.S. 
profits.  Among 24 companies receiving tax 
rebates in 1998 were MCI Worldcom ($112.6 
million), Weyerhaeuser ($9.5 million), 
Northrop Grumman ($1.0 million), and Saks 
($7.9 million), although all but Saks had 
reported profits in excess of $200 million.  
Over the three years, the tax rate for these 
companies was generally positive, but well 
below the statutory rate of 35%, e.g. for 
Northrop Grumman it was 5.2%, not 
including substantial deferred taxes.7  Over a 
longer time period, the tax rate for any 
particular company may be higher than for 
one three-year period.  In general, though, 
federal receipts from the corporate income tax 
have slowed.  The average growth rate of 
federal  receipts  from the  corporate   income   

 

tax  was  6.4%   over the  1995-2000   period,  
compared to a 14% growth rate for the 
individual income tax.  By contrast, over the 
1985-1990 period growth of corporate income 
tax receipts, at 10.5% despite the 1990 
recession, out-paced that of the individual 
income tax. 

States face problems with corporate 
income taxes that the federal government 
doesn’t. The Multistate Tax Commission 
notes, “Many multistate companies can avoid 
fully reporting their income or can limit their 
tax payments by assigning income to 
jurisdictions other than the states where the 
income was earned. Thus, the corporate 
income tax has declined substantially both as a 
percent of corporate profits and as a share of 
state revenues.”  Since corporations can 
operate in several states, it is difficult to 
determine what percentage of a corporation’s 
profit is due to its operations within a given 
state. There is not one national standard for 
determining how to allocate the income of a 
corporation between states.  Various formulas 
are used, based on such factors as the size of 
payroll, amount of sales and value of property 
in the state.  If a corporation claims that a 
certain percentage of its profits originated 
from operations in another state, that claim 
will be difficult to dispute. 

Data available on 
taxes paid by industry group 
for corporations accounting 
for 80% of Mississippi 
corporate tax collections 
indicate that there may be a 
problem capturing the tax base of services-
producing industries. The data show that, pre-
tax credits, manufacturing corporations owed 
more in both income and franchise taxes in 
FY2002 than in FY1997, and that taxes paid 
fell less than one percent.  However, the pre-
credit income tax owed by corporations in 
services dropped 11%, although the number 
of firms identified as in this industry increased 

25%.  Post-credit corporate taxes in this 
industry remained stable only due to the 
franchise tax, which rose 47%.  Similarly, pre-
credit income taxes owed by wholesale and 
retail trade fell over both the FY1997-FY2000 
period and the more troubled FY2000-
FY2002 period. Again, only the increase in 
franchise tax obligations prevented the drop 
in collections from exceeding its actual 
average annual decrease of 3.4%.  

The increase in tax credits claimed by 
industries is also striking, although this 
increase accounts for less than half of the fall 
in corporate income tax obligations. From 
FY1997 to FY2000, the value of credits 
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claimed increased at an annual rate of 3.4%, 
and from FY2000 to FY2002, at 8.7%.  Total 
credits claimed were $31.5 million in FY2002. 
Tax credits need to be periodically re-
examined to ensure that they are carefully 
linked to the creation of future income, so 
that revenues lost in the short-term will be 
recouped.    

Overall, the slowing growth of 
corporate income tax indicates the need for 
careful monitoring of this tax by the State Tax 
Commission.  According to the Mississippi 
Business Journal (3/31/03), however, the Tax 
Commission has suffered cuts of about 5% in 
each of the past two years, and there are about 
88 vacancies, including 22 auditing positions. 
With fewer staff than 10 years ago and close 
to twice as many filings, it may be difficult for 
the Commission to take on the tasks needed 
to reverse the downward trend in the growth 
rate of corporate taxes under the current tax 
code. 
 
Environmental fee increases. 
Fees and permits related to the 
environment and conservation 
have the result of both protecting the 
environment and of increasing state funds 
available for environmental regulation, 
conservation, and some health-related 
programs.   They may also discourage 
industrial production that has high pollution 
costs.  A 2002 study of the Performance 
Evaluation and Expenditure Review 
Committee provides a comprehensive review 
of state agency fees.  Among the eight 
agencies listed with the greatest potential for 
increasing their receipts (by $1.0 million or 
more) is the Forestry Commission.   
According to the PEER report, the 
Commission could bring in $8.0 million more 
through fees related to fire control, land 
management, insect/disease control and 
orchard & nursery management. The 
Department of Environmental Quality also 
has the potential to bring in similar amounts 
through increasing fees, according to this 
report:  Mississippi is the only state in the 
Southeast that does not charge a fee for a 

series of one-time permits related to pollution 
control (MAXIMUS 2001 and PEER 2002).  

Environmental regulations are of 
increasing importance worldwide, used to 
reduce ecological damage.8 It is worth noting 
that in its annual Budget Options report (3/03), 
the Congressional Budget Office lists several 
taxes related to the environment that it finds 
to have the potential for increasing federal 
revenues. Similar options could be put into 
place in Mississippi, and may be deductible 
against similar federal taxes in the future.  
REV-36 would institute a tax on sulfur 
dioxide emissions; REV-37 on 
nitrogen oxide emissions; and 
REV-38 looks at a gas guzzler tax. 
A tax on the chemical and petroleum 
industries is proposed to fund environmental 
clean-ups. 

Given the rural character of the state, 
hazardous emissions and pollution affect 
fewer persons here than elsewhere, but many 
Mississippi industries have sizeable hazardous 
waste by-products which adversely affect the 
environment.  In fact, in 2001, Lee County led 
the nation in releases of recognized 
carcinogens into the air.  A sound argument 
can be made for the imposition of taxes on 
hazardous emissions in Mississippi. 
 Some states also have initiatives 
directed specifically against greenhouse gases, 
which contribute to global warming and thus 
the rising sea levels in the 1990s.9 These state 
initiatives against greenhouse gases include the 
following.  New Jersey and other states 
penalize utilities that do not reduce carbon 
dioxide and other emissions according to a set 
timetable.  California will require reduced 
emissions by new vehicles beginning 2009. 
Texas and other states require that a certain 
percentage of total electricity offered by 
utilities come from renewable sources.  North 
Carolina has reached an agreement with 
Smithfield Foods (which owns 70% of the 
hog industry there) to fund a waste 
management center that will develop 
techniques that will eliminate open-air waste 
lagoons.   Similar initiatives in Mississippi 
could provide funding for state programs 
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related to conservation, transportation, 
energy,  public  health  and  the  environment.  
Andrew Hoerner, of the Center for a 
Sustainable Economy, estimates that a 
comprehensive tax of $10 per ton of carbon 
content in fuels consumed would raise 
roughly $190 million in Mississippi. 
  
Severance Taxes.  An annual privilege tax is 
assessed against oil and gas severed from the 
ground at the rate of 6% of the market value 
of the oil or gas at the point of production. 
There are exemptions, however, to encourage 
production.  One of the questions to be asked 
is – does Mississippi wish to continue to 
forego tax dollars to encourage production 
now, or would it be preferable to remove 
exemptions and so conserve oil and gas for 
the future?  All of the current exemptions, 
with the exception of enhanced oil recovery 
methods, marginal wells and carbon dioxide, 
do not apply if the average monthly sales price 
exceeds $20 per barrel for oil, or $2.50 per 
MCF for gas. 

The enhanced recovery exemption 
reduces the tax to 3%, for those fields 
covered.  The estimated tax loss for FY2003 
was $2 million.  Firms using three-
dimensional seismic technology in connection 
with the drilling of oil or gas wells also enjoy 
reduced rates for five years.  The cost to the 
state in FY2003 was estimated at $300,000, 
according to the Annual Tax Expenditure 
Report, November 2002. 
 

The author wishes to thank the Joint Legislative Committee 
on Performance Evaluation and Expenditure Review, the 
Legislative Budget Office, Mississippi Department of 
Environmental Quality, the Mississippi Department of 
Finance and Administration,  and the Mississippi State Tax 
Commission who provided background data and information 
for this article.  Opinions expressed are solely those of the 
author. 

Notes 
 
1Double-digit increases in health care costs have been a 
major contributor to the squeeze on state budgets, due 
largely to the rising price tag of the Medicaid program, 
but also due to the increasing cost of public health 
programs and of health benefits for state employees 
and retirees. In Mississippi every state dollar for 
Medicaid is matched by four federal dollars, but to 
draw down the almost $2.0 billion in federal funds in 

FY2003, the state had to spend $551.3 million.  State 
dollars going to the program have grown from $287.0 
million in FY1993 to $551.3 million in FY2003. 
Clearly, then, cost containment measures could  be 
beneficial in health care, and structural reform is on the 
national agenda in the case of Medicaid, the program 
subsidizing health care for low-income families and 
children. But crafting successful reform of the health 
care system will require time and investment on the 
front-end.  It will not be the short-term solution to the 
current fiscal crisis.  
 
2The Budget Contingency Fund was created under 
Senate Bill 2680 in 2001.  Since that time, various funds 
have been transferred to this Fund, e.g. under House 
Bill 1036 signed in 2003, $250 million will be 
transferred to this Fund in FY2004 from the General 
Fund, the Department of Transportation, the School 
Ad Valorem Tax Reduction Fund, the DPS  
Emergency Telecommunications Standards and 
Training Board, the Mississippi Development 
Authority CAP Loan Program, the Workers’ 
Compensation Commission and other sources. An 
annual cash management fee instituted in 2003 (levied 
on all state agencies that have special funds in the State 
Treasury that retain their interest and investment 
earnings) will also provide cash to this Fund in 
FY2004. 
 

3Mississippi receives more federal dollars per dollar of 
federal taxes paid than all but two states, at $1.78 per 
dollar paid in FY2001. Table E-12 in Hovey and Hovey 
2003.     
 
4See Performance Budgeting, U.S. General Accounting 
Office report GAO-03-595T, or “Mississippi and the 
Evolution of Federal Devolution”, Mississippi Economic 
Review and Outlook, June 1998.  
 
5Most tax credits apply to corporate income taxes 
owed, but there are two credits (of lesser impact) 
specific to the franchise tax. 
 
6In the summer of 2000, the Mississippi Legislature 
passed the Advantage Mississippi Initiative.  This 
legislation included economic development incentives 
(Job Tax Credits and a Fee-in-lieu of Franchise Taxes) 
that can reduce or even eliminate a firm’s corporate tax 
liability during the first five to ten years of operation in 
Mississippi.  To read the legislation, go to 
www.ls.state.ms.us and click on Bill Status and then on 
2000 Second Extraordinary Session. 
 
7The full 64-page report, Corporate Income Taxes in the 
1990s, is available at www.itepnet.org, website of the 
Institute on Taxation and Economic Policy in 
Washington, D.C.  Information on individual 
companies, e.g. 10-K reports, is available from the 
Securities and Exchange Commission, at www.sec.gov.  
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The 1999 10-K report for Northrop Gumman refers to 
$1 billion in taxes that will eventually have to be paid. 
 
8Typically, firms are required to apply for permits if the 
environment may be adversely impacted by their 
production activities.  The release of hazardous 
pollutants into the air and water is regulated, 
enforceable by fines when limits are exceeded. 
Emission charges, which apply to all emissions, 
regardless of the quantity released, are also levied in 
some cases.  (These charges are generally treated as a 
business expense for tax purposes.) Several states tax 
activities that deplete natural resources, as well as 
materials, such as bottles and cans, that are recyclable. 
 
9Greenhouse gases are the byproducts of activities 
including industrialization, the use of fossil fuels and 
deforestation.  Scientific experts on global climate are 
close to “a consensus that global warming is due mainly 
to the release of carbon dioxide and other greenhouse 
gases”, as noted in State Policy Reports 20(22), 
November 200w.  See also the Intergovernmental 
Panel on Climate Change and the Union of Concerned 
Scientists.   
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THE COST OF LIVING IN MISSISSIPPI 
Marianne Hill 

 
  

egional variations in the cost of living can have considerable impact on the quality of life.  
Accordingly, differences in the cost of living are an important factor for individuals, 
households, businesses, and governmental agencies considering relocation. Ideally, 

differences in the cost of living would be measured by collecting price information for each 
geographical area on items determined by detailed budget studies of family expenditures.  No direct 
measures of differences in the cost of living across all states and counties currently exist. However, 
cost of living data are collected for many cities by ACCRA. 
 
Cost of the Basics, By County 

 A recent study, The Self-
Sufficiency Standard for Mississippi, 
has made possible a comparison 
of the cost of basic needs across 
the counties of Mississippi.  For 

each county in the state, researchers estimated 
what it would cost for eight different family 
types to adequately meet their basic needs 
without public or private assistance.  The cost 
of food was assumed to be the same in all 
counties, but estimates of the cost of housing, 
transportation, health insurance, child care, 
and taxes were based on data available from 
state and federal data sources. Table 1, 
column 5, shows the study’s estimate of the 
annual income needed to meet the basic needs 
of a family consisting of one adult, one 
schoolage child and one teenager in each 
county. (A detailed breakdown of the 
different items in the basic needs budget is 
provided in the appendix using Hinds County 
as an example). The estimates range from a 
high of $21,615 in Harrison County to a low 
of $16,649 in Holmes County.  These 
numbers should be treated as rough estimates, 
not actual measures of the cost of living, since 
the methodology used differs from that of 
cost of living surveys. 
  The final column shows the basic cost 
of living for this family of three as a 
percentage of the state average – a number 
that provides a rough indicator of the relative 
cost of basic needs by county.    The number 
for Harrison County is 113.2 and for Holmes, 
87.2.  In other words, the basic needs of our 
 

family cost 13.2% more in Harrison County 
than in the state as a whole, while the cost in 
Holmes County is about 13% below the 
average. 

The table shows that the 
counties where the cost of basic 
needs for the stipulated family of 
three was above the state average 
($19,098) were also counties with 
per capita incomes and median home values 
above the state average, with only two 
exceptions.  The two exceptions, Forest and 
Issaquena Counties, suffered from a shortage 
of low-cost housing. 
 Data that have been linked statistically 
to the cost of living are also presented in the 
table:  the percentage increase in the 
population from 1990 to 2000, per capita 
incomes and median value of owner-occupied 
housing. These variables help to explain the 
differences found in the cost of living.  Rapid 
population growth puts pressure on the 
capacity of the local economy and can force 
up prices unless significant economies of scale 
are encountered (McMahon and Chang). 
Higher per capita incomes drive up local 
prices, due to the impact on consumer 
demand.  Higher housing values increase the 
cost of living in two ways.  Higher real estate 
values raise consumer wealth and increase 
spending, and they also tend to raise business 
and consumer costs.  Factors not included in 
the table also influence cost of living 
differences; for example, gaming has raised 
the cost of living in those counties near 
casinos. 
 

R 
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Mississippi Cities Compared to 
Other U.S. Cities 
 ACCRA publishes cost-
of-living data quarterly for 
several cities across the country, 
and calculates a cost of living index for each 
city, which is equal to 100.0 for all U.S. cities 
covered.  The ACCRA Cost of Living index is 
a composite of six component indexes;  
grocery items, housing, utilities, 
transportation, health care, and miscellaneous.  
Unlike the basic needs index, the cost of child  
care is not included. The cities included in the 
ACCRA data vary from quarter to quarter, 
since not all cities respond to the survey every 
quarter.  (The surveys depend on a voluntary 
response by the chambers of commerce or 
similar organizations.)  

In Mississippi, the cities and Standard 
Metropolitan Statistical Areas (SMAs) for 
which ACCRA calculated a cost of living 
index in the fourth quarter of 2002 were the 
Biloxi-Gulfport-Pascagoula MSA (95.9), 
Jackson MSA ( 90.4), Hattiesburg MSA (96.8), 
and Tupelo (86.6). The simple average of 
these four numbers is 92.4. The Missouri 
Economic Research and Information Center 
uses such a simple annual average for each 
state as an estimate of that state’s cost of 
living.  For Mississippi, this simple annual 
average was 93.0 in 2002, which implies that 
the cost of living here was 7% lower than for 
the U.S. as a whole.  

However, the use of such simple 
averages is not accurate.  More persons live in 
Jackson than in Tupelo.  In addition rural 
areas are not included, only cities, and the cost 
of living is typically lower in rural areas.  In 
fact, Mississippi is one of the most rural states 
in the country -- it was one of only four  states 
where most persons lived in rural areas 
according to the 1990 Census (which defines 
rural areas as places of less than 2,500 
persons).  According to the simple averages 
used in the Missouri Center index, 
Mississippi’s cost of living index at 93.0 
ranked 37th in the country in 2002, while 
Tennessee, an urban state, ranked lowest with 
an index value of 89.0. However, a more 
detailed study by H. Leonard and J. Walder of 

the Kennedy School of Government at 
Harvard University in 1999 ranked Mississippi  
50th. The index value for Mississippi in the 
Harvard study was 90.4, while Tennessee’s 
was 92.7. In any case, what is clear from both 
of these studies is that the cost of living in 
Mississippi is relatively low. 

Typically, though, individuals are 
concerned not with state averages, but with 
how one city compares with another.  For 
this, the data available may be sufficient.  
Homefair, a real estate association, provides 
an on-line calculator that assists 
persons moving from one state 
to another in determining how 
much higher, or lower, the cost 
of living is at their proposed new location.  
Hundreds of cities across the country can be 
compared using the “salary calculator” at 
www.homefair.com, which, like ACCRA, 
relies on numbers provided voluntarily (keep 
in mind that many cities do not provide data 
annually). 
  
Closing Considerations  
 Whether Mississippi’s cost of living 
index is closer to 90 or to 93, it is clear that 
Mississippi’s cost of living is significantly 
below that of most states. The cost of living 
in our cities is below the U.S. urban average, 
and towns in more rural areas such as Tupelo 
have considerably lower living costs. This 
represents an advantage in attracting capital 
and labor.   

When applying a cost of living index 
to personal and business decisions, it should 
be kept in mind that such an index measures 
cost of living differences at a point in time.  
To the extent that prices change at different 
rates across counties, the relative cost of living 
will change.  This means that the year for 
which data is available is important.  To 
measure changes in prices over time, data 
from the U.S. Bureau of Labor Statistics can 
be used.  The Bureau publishes the Consumer 
Price Index (CPI) for major cities and four 
major regions, including urban and rural 
breakdowns within regions.  The CPI is 
designed to measure changes in the price level 
from a base year period (currently 1982-1984) 
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to the present.  It does not, however, address 
differences in the cost of living across 
geographic areas at a point in time. 
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Appendix Table.  THE SELF-SUFFICIENCY STANDARD FOR SIX FAMILY-TYPES HINDS COUNTY, MS, 2003
Adult &

Adult & Adult & Infant & 2 Adults &
Adult & Infant & Schoolage Preschooler Preschooler

Monthly Costs Adult Preschooler Preschooler & Teenager & Schoolage Schoolage
Housing $437 $587 $587 $587 $711 $587
Child Care 0 319 658 187 845 506
Food 178 270 351 442 472 554
Transportation 251 257 257 257 257 490
Health Care 83 201 210 234 229 262
Miscellaneous 95 163 206 171 251 240
Taxes 195 284 381 239 541 647
Earned Income Tax Credit (-) 0 -93 -90 -220 0 0
Child Care Tax Credit (-) 0 -46 -80 -42 -80 -80
Child Tax Credit (-) 0 -50 -100 -89 -150 -100

Self-Sufficiency Wage
     Hourly $7.05 $10.75 $13.52 $10.03 $17.48 $8.82
     Monthly $1,240 $1,893 $2,380 $1,765 $3,076 $3,105
     Annual $14,879 $22,715 $28,561 $21,180 $36,911 $37,266

Note:  The Standard is calculated by adding expenses and taxes and subtracting tax credits.  Taxes include federal and 
state income taxes (including state tax credits) and payroll taxes. The hourly wage is calculated by dividing the monthly 
wage by 176 hours (8 hours per day times 22 days per month).   Totals may not add exactly due to rounding.
SOURCE:  The Self-Sufficiency Standard for Mississippi, 2003 .  Available at www.sixstrategies.org.  See references.
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WEBSITES FOR RESEARCHERS:  

IRAQ, INTERNATIONAL STATISTICS, HEALTH CARE 
 
Descriptions of a few websites that are especially useful to persons seeking information and data on 
current policy questions are provided in each issue of the Review. Besides the websites highlighted 
below, note that the main gateway to federal statistics is www.Fedstats.gov, which was described in 
the 12/01 Review. For statistics on Mississippi, a good starting place is a site, 
http://net1.ihl.state.ms.us/planning/datalink.htm, maintained by the Institutions of Higher 
Learning. Economic, demographic, and other information can be easily accessed from this webpage.  
Currently, a statewide data and information network for libraries called Magnolia is under 
construction at www.lib.usm.edu/~magnolia/magnolia.html. Anyone can access Magnolia by 
obtaining a user name from her or his local library. Please send suggestions for this page to 
Marianne Hill at mhill@ihl.state.ms.us.     
 
Iraq and U.S. International Policies 

Don’t neglect the U.S. military 
websites when researching U.S. 
international policies: www.af.mil, 
www.army.mil, www.usmc.mil, and 
www.navy.mil. Besides impressive 

photos, human interest stories, and their 
accounts of operations abroad, there are links 
to CIA background reports, to federal 
agencies involved with current relief efforts, 
and to other related sites.  The Navy’s 
webpage provides streaming videos.  
 
U.S. foreign policy and the impact of recent 
military operations on the U.S. economy are 
being explored by many think-tanks. The 
Foreign Policy magazine, funded by the 
Carnegie Endowment for International Peace, 
maintains an extensive website at 
www.foreignpolicy.com. Besides carrying 
articles by leading experts, it provides 11 
categories of links. The global issues category 
provides almost 200 links. For policy analyses, 
though, click on the think-tank & NGO (non-
governmental organization) heading, which 
provides links to 37 organizations, ranging 
from the conservative CATO Institute to the 
middle-of-the road, scholarly Brookings 
Institute. Each of these has its own analyses 
related to Iraq.   
  
One site with insider information is the 
Center for Strategic and International Studies, 
www.csis.org, which is headed by top foreign 

policy experts from various administrations. 
The Iraq Briefing Book fills you in on current 
behind-the-scenes debates in D.C. The 
Brookings Institute, which until recently 
specialized in non-user-friendly scholarly 
articles, has revamped and now offers 
popularized analyses of its research at 
www.brookings.org.  The RAND Corpora-
tion, which does extensive research for the 
military, has a Hot Topics section, which 
includes a discussion of how to achieve peace 
and economic stability in the Persian Gulf. 
See www.rand.org.   
 
Liberal perspectives can be easily accessed 
through the CASI website (Campaign Against 
Sanctions on Iraq), 
www.casi.org.uk/info.  Besides 
providing detailed estimates of 
the impact of the war and of 
sanctions on Iraq, there are links to United 
Nations reports on Iraq and to reports on 
Iraq from other international and 
governmental organi-zations, religious groups, 
NGOs, and research groups.  The “Other” 
link includes background information and 
viewpoints of Iraqis. A progressive site, 
www.zmag.org, which is visited by a quarter 
of a million persons weekly, provides daily 
updates and alternative perspectives from 
scholars and journalists around the globe, as 
well as links to the Middle East Report Online 
www.merip.org, to Electronic Iraq 
(electronicIraq.net – there is no www), and 
other sites. 
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Global Economic Issues and Data 

The U.S. Department of 
Commerce has excellent 
information available both free 
and for a fee.  Begin with 

www.census.gov/main and search on the 
letter “i”.  Under “international” are links to 
foreign trade data, statistical agencies around 
the globe, and the U.S. International Trade 
Administration site (www.ita.doc.gov).  The 
ITA keeps track of state export data and 
provides other information useful to 
businesses wishing to expand their exports. 
The fee-only website of the Commerce 
Department is www.stat-usa.gov.  The 
National Trade Data Bank is there.  For a 
different angle on the countries of interest to 
you, visit the State Department’s site, 
www.state.gov, which has valuable country 
background notes, with some tantalizing 
details. 

The New York University’s 
Stern School of Business offers 
a portal to many key websites 
on the international economy at 
www.stern.nyu.edu/globalmacro.  The first 
lines provide a table of contents, with the last 
item listed being links.  These links will take 
you to the International Monetary Fund 
(IMF), the Organization for Economic 
Cooperation and Development (OECD), the 
United Nations (UN), the World Bank (WB), 
the World Economic Forum, and the World 
Trade Organization (WTO), among others. 
The IMF at www.imf.org, the WB at 
www.worldbank.org and the UN at 
www.un.org are all valuable sources of 
international statistics and studies. The 
OECD at www.oecd.org publishes an 
Economic Outlook regularly, as well as 
economic indicators for both member and 
non-member countries.  

The World Economic Forum, made up of 
“the 1,000 foremost corporations in the 
world”, presents analyses of current issues 
from the perspective of leading corporate 
citizens at www.weforum.org. The Center for 

Economic Policy Research, at www.cepr.org, 
provides popular as well as in-depth 
discussion and research on economic issues 
affecting Europe.  The Global Policy 
Network, www.gpn.org, is a growing network 
with 34 countries currently, that focuses on 
labor market trends. 
 
Health Data Links 
Whatever your concern, one of 
these sites will have information of 
use to you.  www.healthfinder.gov is 
a new website designed to be a user-
friendly one that will answer all health-related 
questions. For statistics, you are likely to be 
connected, via the Center for Disease Control 
and Prevention, to the National Center for 
Health Statistics at www.cdc.gov/nchs.  
Another route providing different data 
choices is to go to www.cms.hhs.gov. At the 
bar across the top, click on professionals and 
then on researchers.  You will be able to 
access data on health expenditures by state 
under Health Accounts, as well as various 
Health Care Indicators. The U. S. National 
Library of Medicine at  the following: 
www.nlm.nih.gov/hinfo.html focuses less on 
statistics and more on on-line links to health 
information available through the internet; the 
site includes a detailed subject list with 
extensive links.  

 National and state data on insurance 
coverage, however, is most easily accessed 
through the U.S. Census website. Go to 
www.census.gov and then search under the 
letter “h” for health insurance coverage. For 
more on  insurance coverage, go to The 
American College of Physicians, which 
discusses the issue  at  www.acponline.org.   
See  also  the American Medical Association 
at www.ama-assn.org, and the Mississippi  
Medical  Association at  the following: 
www.msmaonline.com.  

The Physicians for a National Health 
Program’s website, www.pnhp.org, provides 
another perspective, along with supporting 
data.  Think-tanks discussing the issue include 
the Urban Institute, located at  the following: 
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www.urbaninstitute.org, and RAND Health, 
www.rand.org/health. Ralph Nader’s Public 
Citizen site also has information on health 
care reform issues from a consumer 
perspective and can be found at  
www.publiccitizen.org. 
 
 


