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Notes to Readers 

 
     The destruction caused by Hurricane Katrina last summer set 
back economic activity in the state, but the tremendous inflows of 
assistance since the disaster have boosted sales, employment and tax 
revenues.  Although the task of rebuilding after such devastation is 
frustratingly slow by its very nature, the recovery effort is moving 
forward. 
 
     Economic indicators show clearly that progress is being made.  
The state forecast presented in this Review is for continued 
acceleration of economic activity over the coming months.  Detailed 
employment trends are predicted.  The forecast takes into account 
the national outlook discussed in the article on the U.S. economy. 
 
     An economic and demographic profile of the individuals and 
businesses whose property on the Coast was damaged by Hurricane 
Katrina is provided by Brian Richard, who also breaks down the 
data by the extent of property damage sustained.  Websites with 
reports, studies and other information pertaining to the effects of 
Hurricane Katrina and the programs aimed at speeding the post-
storm recovery are reviewed in a brief article by LaRhonda Odom. 
 
     Should the minimum wage be raised? Statistics pertaining to this 
question are presented in the article by Marianne Hill.  
 
     Comments and feedback are welcomed, and may be published.  
To subscribe to this Review, see the form on the next page.  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. 
 
 
                                                                      Marianne T. Hill 
                                                                mhill@ihl.state.ms.us 
                                                    Editor and Senior Economist 
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NATIONAL ECONOMIC OUTLOOK: 
U.S. RECOVERY SLOWING BUT GOING   

 
After an unexpectedly strong first quarter, the growth of gross domestic product (GDP) is 
moderating.  GDP will increase a healthy, if not outstanding, 3.3% in 2006.  Exports and 
business investment remain solid, but high levels of consumer and federal debt, along with 
slow growth of real wages and rising interest rates, mean that government and consumer 
spending will slow.   Already, consumers are cutting back their purchases of motor vehicles 
and housing.    
 
High energy prices continue to squeeze households and businesses. The price of West 
Texas Intermediate oil is approaching $70 per barrel, and only a modest decline, to about 
$67, is expected before the year’s end.  Energy costs now absorb over 6% of after-tax 
income. 
 
Higher energy prices have driven up both the consumer price index (CPI) and the producer 
price index, with the CPI up 3.2% for the year.  The Federal Reserve is expected to end its 
financial tightening this year as the economy slows, although it may still raise the federal 
funds rate once more.  This rate stood at 5% in May. 
 
U.S. employment grew 1.5% in 2005, despite the effects of Hurricanes Katrina and Rita.   
However, the net growth of employment in this recovery (March 2001 to March 2006) has 
been only 1.9%.  The slow growth of demand for labor has meant a slow growth of labor 
compensation that is limiting consumers. 
 
Exports increased at an annual rate of over 10% in early 2006, but the current account 
deficit, at over $900 billion, remained at a record level.  The world economy has 
strengthened, with China and Latin America in the lead, and the growth rate of global 
production will top 3.5% this year, a development which will lead to a narrowing of  the U.S. 
trade gap. 
 
The major risk to the forecast presented here comes from the potential for higher energy 
prices to increase business costs, prices and interest rates.  Higher rates of interest and 
higher rates of inflation in turn would reduce expenditures on durables and investment 
goods, and so reduce production and hiring.   
 

he national economy is moving 
forward at a healthy clip. Although 
consumers and the federal government 

are stressed by growing debts, expenditures by 
these sectors continue to rise. Business 
investment and exports are the prime movers 
at the moment, providing the pick-me-up 
needed to assure the 3.3% growth rate of 
Gross Domestic Product (GDP) predicted for 
the year.  See Table 1.  
 
 

The Upswing Continues 
     Gross domestic product has been 
increasing by at least 1.7% in real terms every 
year since 2001, with the growth rate peaking 
in 2004 at 4.2%. Although consumption, 
production and profits have been strong, job 
recovery has been slow until recent months.  
In fact, jobs were lost in 2002 and 2003, 
despite the upturn.  Total employment, as of 
March  2006,  was  only  1.9% higher  than  in  
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Table 1.  TRENDS IN SELECTED NATIONAL ECONOMIC INDICATORS
(Billions of Constant Dollars Unless Otherwise Indicated)

2005 2005 2006 2006 2006 2006
QIII QIV QI QIIP QIIIP QIVP

Description
1.  Gross Domestic Product (2000$) $11,202 $11,248 $11,381 $11,473 $11,548 $11,627
          (annualized % change) 4.1 1.6 4.7* 3.2 2.6 2.8
2.  Consumer Expenditures (2000$) $7,908 $7,925 $8,032 $8,087 $8,142 $8,201
          (annualized % change) 4.0 0.9 5.4 2.8 2.7 2.9
3.  Gross Private Domestic Investment (2000$) $1,909 $1,982 $2,013 $2,042 $2,057 $2,066
          (annualized % change) 5.2 15.2 6.4 5.6 3.1 1.8

4.  Government Purchases (2000$) $1,998 $1,994 $2,013 $2,007 $2,015 $2,023
          (annualized % change) 2.8 -0.8 3.8 -1.2 1.6 1.6
5.  Net Exports of Goods & Services (2000$) -$618 -$655 -$678 -$662 -$665 -$660
          (annualized % change) -2.1 -24.4 -14.0 9.3 -1.3 2.8
6.  Establishment Employment 133.7 134.2 134.7 135.3 135.8 136.3
          (annualized % change) 1.56 1.23 1.70 1.56 1.67 1.33

7.  Total Labor Compensation (2000$) $6,749 $6,829 $6,938 $7,047 $7,137 $7,221
          (annualized % change) 1.3 1.5 4.2 1.3 4.1 4.7
8.  After-Tax Corporate Profits (2000$) $960.6 $1,067.3 $1,101.9 $1,112.3 $1,063.2 $1,045.3
          (annualized % change) -6.4 44.4 13.0 3.8 -17.7 -6.7
9.  Consumer Sentiment, Michigan Index 87.5 82.4 88.9 85.1 89.7 92.0
          (annualized % change) -12.0 -23.2 31.5 -17.2 21.6 10.1

10. Housing Starts, Millions, SAAR 2.10 2.06 2.13 1.92 1.84 1.79
11. Index of Industrial Production 108.01 109.40 110.60 111.96 113.04 113.64
          (annualized % change) 1.4 5.2 4.4 4.9 3.9 2.1
12. West Texas Intermediate Oil
          ($ per barrel) $63.21 $60.06 $63.35 $69.67 $70.67 $67.00

P = Preliminary or projected.  Percentage change refers to average annual rate, based on quarter-to-quarter
growth rates, multiplied by four. SAAR = seasonally adjusted average annual rate.

*Note:  The growth rate of GDP in Q1 has recently been revised upward to 5.3% by the Department of Commerce.

SOURCE:  Global Insight, Inc., May 2006.

 
 
March 2001 – a slow rate of growth by 
historical standards.  By comparison, five 
years after the 1990 recession, employment 
was up 7.1%.  
       The relatively slow growth of labor 
demand has resulted in only marginal 
increases in real wage levels for hourly 
workers.  Profit levels, on the other hand, 
have soared since 2001, with the growth rate 
of before-tax profits averaging 22% annually 
over the 2001-2005 period, and after-tax 
profits 25%.  Profits now account for 14% of 
national income, up from 9% in 2001.  
Labor’s  share  of  national  income, including  

 
health care and other compensation, is down 
to 64% of national income, (it was 66% in 
2001). (The remaining 20% of national 
income goes to proprietors, interest and rental 
income, and certain taxes.) Some improve- 
ment in wages is expected over the coming] 
years, however, as growing product demand 
and slower increases in labor productivity 
combine to result in tighter labor markets. 
 
The Global Environment 
     Global production is expanding rapidly.  
Last year, the growth rate of world output 
exceeded the U.S. rate of expansion, and 
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Global Insight predicts that this will be true at 
least until 2008.  Asia and South America led 
the global upswing, with growth rates of 6.8% 
and 4.8%, respectively.  China’s GDP rose a 
phenomenal 9.9%, and its growth rate is 
forecast to be almost as rapid this year, at 
9.4%.  The upside of the global expansion for 
the U.S. is that demand for U.S. exports will 
be strong, and  will strengthen further as the 
value of the dollar falls in response to the 
$900 billion U.S. current account deficit.   
     On the other hand, high levels of world 
demand for inputs into production, including 
oil and materials, are pushing up prices of raw 
materials and producer goods.1 China’s 
industrialization, for example, has been linked 
to rising energy prices around the globe.   
     The growth rate of U.S. exports of goods 
and services will exceed that of imports over 
the entire 2006-2011 period, according to 
Global Insight.  As a result, the trade 
balance will gradually improve.  See Table 1, 
line 5. However, due to adverse trends in 
investment income, the deficit on current 
account will not improve as rapidly, and, in 
fact, it is forecast to remain greater than $900 
billion as late as 2011.  (The trade balance is 
the balance on the exports of goods and 
services, while the current account balance 
includes financial flows on investments as 
well.) 
     Since 1986, the value of foreign assets in 
the U.S. has exceeded the value of U.S. assets 
abroad, but only this year will net investment 
income to the U.S. from abroad will be less 
than U.S. outflows to foreign investors. This 
trend is forecast to continue for the 
foreseeable future, making it more difficult to 
reduce the deficit on current account. 
      Policymakers cannot allow this deficit to 
continue to grow at its recent pace, since large 
deficits reduce foreign willingness to hold U.S. 
securities.  Any large sell-off of U.S. bonds 
and notes would drive up interest rates on 
those securities, thus increasing interest rates 
in the nation and slowing the economy.  
  
Inflation Kept at Bay 
     The price of energy is a key variable these 

days.   Rising  gasoline prices have pushed the 
share of consumer income spent on energy 
above 6%. The price of gasoline is predicted 
to increase through Q3 as markets hedge 
against the political uncertainties in the Middle 
East, Nigeria and elsewhere.  Global Insight 
notes that tightness in oil markets has been 
exacerbated by fears of gasoline supply 
shortfalls.  The price per barrel of oil  (Table 
1, line 12) is expected to drop from the $70 
range to about $67 by the fall, and the price at 
the pump will also ease back, from about $3 
per gallon towards $2.50, providing some 
relief for consumers and businesses.   
     Higher energy prices have driven up both 
the consumer price index (CPI) and the 
producer price index, with the CPI up 3.2% 
for the year and producer prices up 4.7%.  
The core CPI (which excludes food and 
energy) grew a modest 2.3%.  Rising world 
demand has been a factor in the higher energy 
and producer prices.   
     The Federal Reserve is expected to end its 
financial tightening this year as the economy 
slows, although it may raise the federal funds 
rate one more time. This rate stood at 5% in 
May. 

 
Trends in Expenditures 
     The slow growth of labor compensation 
has been accompanied by large increases in 
consumer debt outstanding and a drop in 
personal savings to below zero. Consumers 
have become more cautious in their spending, 
with consumer purchases of motor vehicles 
and housing slowing.  Global Insight projects 
a further slowdown (see Table 1, line 2).  
Consumer sentiment (line 9), which has 
fluctuated in recent quarters, reflects this 
lessening of enthusiasm.        
     Investment spending (line 3) was strong 
heading into 2006, and this momentum has 
carried forward to the present.  As of Q2, 
investment   spending   has  begun  to  exceed  
government purchases (line 4), a trend which 
will continue as businesses take advantage of 
current profits and moderate interest rates, to 
upgrade their operations. Industrial pro- 
duction (line 11), which has shown 
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impressive strength this year, appears to be 
encouraging this investment.   
     Housing markets have fooled the 
experts, with housing starts (line 10) 
increasing unexpectedly in Q1.  Rising interest 
rates are taking a toll, however, and a cooling-
off period can be expected. Leading indi-
cators, such as mortgage applications, affirm 
that a downward trend is in the works; 
inventories of unsold housing are growing.   
 
Debt Slows Government Spending 
     While federal spending will continue to 
increase annually over the forecast period, the 
rate of increase in 2007 and 2008 will be 
considerably slower than 2006’s real growth 
rate of 2.7% - dropping to less than 1% for 
2008 to 2011. Defense expenditures to 
finance U.S. operations in Iraq and for 
rebuilding  the  Gulf  Coast   after   Hurricane  
Katrina pushed the federal deficit to $323 
billion  in  2005.   The  consequent increase in  
 
 

the debt has added to U.S. interest payments 
and is exerting upward pressure on interest 
rates.   
     The Deficit Reduction Act, passed by 
Congress this January, will have the effect of 
reducing the deficit by about $10 billion per 
year over the next ten years.  The reductions 
are to be achieved by cutting spending for 
higher education ($29 billion), Medicaid ($26 
billion), and Medicare ($22 billion).2  The 
increasing obligations of the federal Pension 
Benefit Guaranty Corporation (PBGC) (which 
guarantees minimum pensions to retirees, 
should the pension fund of a covered firm go 
bankrupt) will be funded in part through an 
increase in premiums paid by firms.3   State 
governments have enjoyed rising revenues, 
with state and local revenues up 8.8% in 2005 
and a 7.1% increase expected in 2006.  This 
has been a very positive factor for the 
economy, since purchases by state and local 
governments exceed those of the federal 
government. 
 

Table 2.  U.S. ECONOMIC FORECAST 2006-2008
(Percent Change)

2006 2007 2008
Gross Domestic Product (Percent Change) 6.4 4.5 5.0
Real Gross Domestic Product (Percent Change) 3.3 2.7 3.2
GDP Price Index (Percent Change) 2.9 1.7 1.7
Real Private Domestic Investment (Percent Change) 6.5 1.1 2.7

Total Establishment Employment (Percent Change) 1.5 1.4 1.4
     Manufacturing 0.1 -0.3 -1.0
     Business and Professional Services 2.9 3.1 3.3
     Health and Social Services 2.5 2.2 2.0
     Construction 3.4 0.8 1.1

     Trade 3.4 0.8 1.1
     Finance, Insurance, Real Estate 2.4 0.9 1.2
     Transportation, Utilities 1.3 1.9 2.7
     Government 0.7 1.3 0.8

Unemployment Rate (Percent) 4.7 4.8 4.8
Personal Income (Percent Change) 6.2 5.7 5.6
Consumer Price Level (Percent Change) 3.2 1.5 1.6
Prime Rate (Percent) 8.0 8.0 7.8
SOURCE:  Global Insight, May 2006.
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A Closer Look at the Labor Market   
     The U.S. economy added an impressive 
200,000 jobs per month on average between 
March 2005 and March 2006, excluding the 
two months immediately after the Gulf Coast 
hurricanes hit, a rate sufficient to keep 
unemployment below 5%.  However, job 
growth from 2001 to 2005 was slow: the total 
number of persons employed grew only 1.9%, 
an increase that was substantially less than the 
7.1% increase from 1990 to 1995, after the 
1990 recession. This slow growth of labor 
demand is a basic reason why the average real 
hourly earnings of nonsupervisory workers in 
2005 remained at the same level as in 2001.  
     Total worker compensation, though, has 
increased more rapidly (a total of 5.9% or 
1.2% annually), due to rising cost of health 
care benefits. Nonetheless, workers must 
often rely on increased hours to improve their 
family’s take-home pay, and real family 
incomes for most Americans, which fell at an 
average annual rate of 1% over the 2000-2003 
period, appear to be only slowly improving.   
     The slow growth of wages over the past 
three years, combined with soaring profit 
rates, likely means that the trend toward a 
widening income gap has continued.  Some 
relevant figures: between 1993 and 2003, the 
share in total income of the bottom four 
quintiles of families stayed the same or 
decreased, while the share of the top fifth 
increased. (These figures incorporate the brief 
drop in incomes from 2000 to 2001, which 
had the greatest negative effect on the income 
of the top fifth.) Earlier trends also show a 
growing gap: from 1979 to 2000, the growth 
rate of real income for the bottom quintile 
of households was 6%, the middle quintile 
12%, the top quintile 70% and the top 1%, 
184%, according to Census data.   At the 
same time, mobility between quintiles appears 
to be decreasing.4 

     This increasing income inequality impacts 
markets. Upper-income families purchases are 
more concentrated on up-scale goods and 
services.  These families invest more as well.  
Recent trends in real estate markets can be 
linked to the income growth of the top 

income quintiles.  Owned second homes 
now account for more than one-third of the 
nation’s housing stock, and second homes 
make up 39% of all home sales; in 2005, 
vacation homes were 12% of total sales, and 
another 28% of total sales were for 
investment purposes (Realty Times 4/6/06). 
At the same time, slow growth of family 
income for other groups adversely impacts 
their purchasing power, reducing their access 
to health care insurance and increasing the 
debt levels they incur to finance a college 
education.  
 
Economic Forecast 2006-2008 
      The U.S. economy will grow at a 
moderate pace over the coming three years, 
with a slight dip expected in 2007, as shown in 
Table 2.  This year’s growth rate of 3.3% gives 
way to a 2.7% increase in 2007 before 
rebounding in 2008 to a 3.2% pace, according 
to the predictions of Global Insight. Business 
investment, forecast to rise 6.5% in 2006, will 
slow to an increase of only 1.1% in 2007.  At 
the same time, solid employment growth will 
boost incomes and permit consumers to 
maintain a decent pace of expenditures. 
Exports will continue to improve over the 
forecast period, due to the growth of world 
demand and the falling value of the dollar.  
Inflation will drop, whether measured by the 
consumer price index or the GDP deflator.   
     Payroll employment will increase by 
about 1.4% annually over the next three years, 
led by business and professional services, 
which includes temporary workers.  Job 
growth in this sector averages over 3.0% from 
2006 to 2008.  Health & social services and 
transportation & utilities show rates of 
increase averaging over 2%, while con-
struction, finance, trade and government grow 
more slowly. Manufacturing continues to lose 
jobs.  The unemployment rate is predicted 
to rise slightly to 4.8% in 2007 and 2008. 
     The prime rate of interest, which will 
average 8.0% in 2006 and 2007, drops to 7.8% 
by 2008.  Personal incomes grow 6.2% this 
year, and, with continued strong employment, 
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Table 3.  ALTERNATIVE SCENARIOS AND PROBABILITIES IN NATIONAL ECONOMIC FORECAST

2006 2007 2008 Probability

Baseline 3.3 2.7 3.2 55%

Pessimistic 2.7 0.9 2.7 25%

Optimistic 3.6 3.7 3.9 20%

SOURCE:  Global Insight, May, 2006.
 

 
increase 5.7% in 2007 and 5.6% in 2008.  
Tables 8 through 9 in the Appendix at the 
back of the Review provide more detail. 
 
Alternative Scenarios 
     The baseline forecast (55% probability), 
published by Global Insight, incorporates a 
strong growth rate of real GDP at the start of 
2006, slackening over the course of the year to 
result in an average annual increase of 3.3% in 
2006.  GDP growth falls to 2.7% in 2007, but 
the slowdown is brief, and the growth rate 
springs back to 3.2% by 2008. 
     The optimistic scenario (20% proba-
bility) materializes as a series of positive 
factors converge.  Among the developments 
bolstering growth are: lower energy prices, a 
stronger international economy, increased 
business investment and, especially, a jump in 
the rate of productivity growth -- all of which 
lead to higher tax revenues, a stronger 
housing market, and more jobs.  This happy 
combination of circumstances results in a 
growth rate of 3.6% this year, rising to 3.7% 
in 2007 and 3.9% in 2008, as shown above in 
Table 3. 
    The pessimistic scenario (25%  proba-
bility), on the other hand, assumes that the 
economy’s capacity to expand production is 
less than thought, due to obsolete tech- 
nologies and persistently high oil prices.  
Productivity growth also slows, and the result 
is a rise in inflation.  Interest rates go up, the 
housing market drops further, hiring falters 
and consumers retrench.  The growth rate of 
GDP drops from 2.7% this year to 0.9% in 
2007.  The value of the dollar falls at the same 
time, however, boosting exports.  With the 

fundamentals of the economy remaining 
sound, recession is avoided and the stage is 
set for a resurgence of growth as interest rates 
peak and fall back, inflation drops, and 
business moves to replace depleted inven-
tories and increases investment in equipment 
and facilities.  The growth rate of  GDP  re-
turns to 2.7% in 2008.   
 
Written by Marianne Hill, with input from members 

of the Center for Policy Research and Planning. 
 

Notes 
 

1.  Rapid growth of world demand impacts demand for 
U.S. goods, and so U.S. demand for workers. The U.S. 
labor force grew at an average annual rate of 1.1% 
during past 10 years, but this growth rate will shrink to 
just 0.3% and falling by 2015 -- due to demographic 
changes including reduced birth rates.  At the same 
time, the world's population will be expanding rapidly – 
it will increase by about 50% from 2000 to 2050, given 
current trends, and this will drive up world demand for 
U.S. goods and services.  U.S. corporations plan to 
meet the expected shortage of workers through 
drawing on the international labor force, both by hiring 
immigrant works and through expanding their presence 
abroad.  As of 2000, about 30% of U.S. population 
growth was due to immigration. 
 
2.  The savings in higher education will come largely 
from higher interest rates for parent-loan borrowers, 
and there will also be an increase in guaranty agency 
insurance fees, which are expected to be passed along 
to borrowers.  As to the Medicaid savings, payments 
for certain outpatient prescription drugs will be 
reduced, and nursing home benefits for persons with 
substantial home equity will be reduced.  There will 
also be added emphasis on reducing fraud, waste and 
abuse.  Medicare payments for some services will be 
cut, and eligibility criteria for the Medicare prescription 
drug program will be revised. There are other small 
changes as well. 
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3.  The premium increases for the PBGC are expected 
to be sufficient to ensure the solvency of that program 
until at least 2015.  Previously, the program was 
forecast to be bankrupt by 2013. Single-employer 
defined benefit pension programs in the PBGC will 
face an increase in premiums from $19 to $30 per 
participant. There are about 35 million employers in 
this category.  Multi-employer plans (roughly 10 million 
participants) will see an increase from $2.60 per 
participant to $8.  Future premium increases are in- 
dexed to inflation as well.  The Tax Reconciliation Bill 
proposes to extend reduced rates on capital gains and 
dividends, but it is not clear as this is being written 
whether this provision will pass. An alternative 
minimum tax provision is expected to pass, extending 
current exemptions. 
 
4. Mobility between quintiles, and upward mobility in 
particular, has been decreasing since 1969. For each 
quintile, the percentage staying in that quintile over a 
ten-year period increased between 1969 and 1998 
(Bradbury and Katz 2002).  For example, while 49% of 
families in the top quintile in 1969 were still in that 
quintile ten years later, by 1989 the percentage was 53% 
-- that is, 53% in the top quintile in 1989 were there in 
1998.  The percentage staying at the bottom showed a 
similar increase from 49% to 53%. The downward 
mobility from the top also changed in another way: the 
percentage going from the top to the two quintiles next 
to the top increased, while the percentage going to the 
bottom two correspondingly decreased.  The Bradbury 
and Katz study also noted that, over the 1968-1998 
period, whites were over twice as likely as blacks to 
move from the bottom to the top quintile, while blacks 
were over twice as likely as whites to move from the 
top to the bottom.  Cited in Mishel et al. (2005), using 
Census data.    
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MISSISSIPPI ECONOMIC OUTLOOK: 
COAST RECONSTRUCTION FUELING ECONOMY  

 
The entire state has been affected by the catastrophe on the coast.   Hurricane Katrina’s 
devastating hit last summer left thousands of homes and businesses destroyed or damaged.  
Currently, reconstruction activity is gaining momentum, and will be a major force in the 
state over the forecast period.   
 
Federal inflows to aid recovery efforts in the state are expected to top $20 billion.  So far, 
debris removal, public assistance, flood insurance claims, rebuilding and repair of highways 
and public buildings, and homeowner assistance are the major expenditure categories.  
Inflows from private insurance are also formidable, at over $12 billion.  
 
Employment in Pascagoula is approaching pre-Katrina levels, and in Gulfport-Biloxi, where 
employment dropped 22.6% after the storm, the number of persons employed was back to 
82% of pre-Katrina levels as of March.  Not surprisingly, the percentage of persons 
employed in construction  is up, and in tourism related jobs, down.  
 
With only three casinos in operation, coast gaming revenues are already back to 54% of pre-
Katrina levels – up from zero revenues in September. 
 
Statewide, payroll employment in the first quarter (Q1) of 2006 was 0.2% higher than in Q1 
of 2005, despite high unemployment rates on the Coast.   Retail sales are soaring. Total 
general fund collections for FY2006 through May were up 13% over the same period for 
FY2005. Business and consumers are optimistic, with confidence indexes of both at or 
above pre-storm levels.     
 

he massive recovery effort post-
Katrina is dominating the state’s 
economic outlook. The coastal  coun-

ties, which account for about 15% of 
employment and population in the state, are 
starting to rebuild the homes and businesses 
that were ravaged by the August storm.  The 
employment situation is improving, aided by 
inflows of billions of dollars, although the 
number of persons employed on the coast is 
not yet back to pre-storm levels. 
     The increasing momentum of economic 
activity in the state, spurred by the recovery 
effort, is reflected in recent numbers, which 
indicate that the economy is back on track, 
with statewide employment already exceeding 
pre-Katrina levels.  Figures 1a to 1h 
summarize some key trends.  Figure 1a 
shows the rapid recovery in employment since 
the sharp drop in September.  Note that since 

January 2006 the number of persons 
employed has been higher than in the same 
month of 2005. However, many sectors have 
not yet returned to August employment levels, 
including manufacturing (Figure 1b). The 
employment situation is discussed in greater 
detail below.   
     The value of building permits issued has 
been steadily increasing since October, and in 
March was 13% higher than a year ago (Figure 
1c). General funds revenues (Figure 1d), 
including personal income tax revenues 
(Figure 1e), are showing strong growth.   
Total general fund collections for FY2006 
through May were up 13% over the same 
period in FY2005, boosted by expenditures 
on post-Katrina recovery.  The state sales tax 
was up 17%, and the individual income tax, 
up 10%.  Gaming on the coast is making a 
remarkable comeback (Figure 2g).   Although 
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Figure 1d.  General Fund Revenues
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Figure 1c. Value of Building Permits
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Figure 1a. Nonagricultural Employment
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Figure 1b.  Manufacturing Employment
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Figure 1e.  Personal Income Tax Revenues
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Figure 1f.  Retail Sales
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Figure 1g. Gaming Revenue -- Coast
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Figure 1h. Gaming Revenue -- River
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 Table 1.  MISSISSIPPI EMPLOYMENT BY SECTOR

Jan-Mar Jan-Mar Number Percent
2006 2005 Change Change

Residence Based Amounts1

Civilian Labor Force 1,317,000 1,338,530 (21,530) (1.6%)
Unemployed 112,800 98,500 14,300 14.5%
 Rate 8.6 7.4 1.2 xxxx

Establishment Based Amounts
Total Nonfarm          1,129,030 1,126,230 2,800 0.2%
Goods Producing        238,900 236,570 2,330 1.0%
 Natural Resources & Mining  8,530 8,500 30 0.4%
 Construction          54,130 47,970 6,160 12.8%
 Manufacturing         176,230 180,100 (3,870) (2.1%)
   Durable Goods        116,130 118,270 (2,140) (1.8%)
    W ood Product Mfg.    13,670 13,100 570 4.4%
    Fabricated Metal Products 10,730 10,900 (170) (1.6%)
    Machinery Manufacturing 12,030 12,500 (470) (3.8%)
    Electrical Equipment 5,200 4,930 270 5.5%
   Transportation Equipment 27,970 29,670 (1,700) (5.7%)
    Motor Vehicle Parts 7,100 7,470 (370) (5.0%)
    Ship and Boat Building 13,570 14,700 (1,130) (7.7%)
    Furniture and Related 27,300 27,730 (430) (1.6%)
   Non-Durable Goods    60,100 61,830 (1,730) (2.8%)
    Food Manufacturing   26,030 26,570 (540) (2.0%)
     Animal Slaughtering 18,500 19,370 (870) (4.5%)
    Paper Manufacturing  5,700 5,600 100 1.8%
    Plastics and Rubber 8,770 9,100 (330) (3.6%)
Service-Providing      890,130 889,670 460 0.1%
 Trade, Transportation,and Utilities 224,400 219,000 5,400 2.5%
  W holesale Trade      34,970 34,730 240 0.7%
  Retail Trade         141,270 137,570 3,700 2.7%
  Utilities            8,000 7,800 200 2.6%
  Transport & W arehouse 40,170 38,900 1,270 3.3%
 Information           13,900 14,500 (600) (4.1%)
  Telecommunications   7,170 7,470 (300) (4.0%)
 Financial Activities  46,000 45,970 30 0.1%
  Finance and Insurance 34,200 34,000 200 0.6%
  Insurance Carriers 11,500 11,230 270 2.4%
  Real Estate and Rental 11,800 11,970 (170) (1.4%)
 Professional and Business Activities 89,800 86,100 3,700 4.3%
  Professional, Scientific and Technical Serv 32,170 32,970 (800) (2.4%)
  Management of Companies 9,430 9,530 (100) (1.0%)
  Administrative and Support 48,200 43,600 4,600 10.6%
 Educational and Health Services 122,470 121,130 1,340 1.1%
  Educational Services 16,130 16,030 100 0.6%
  Health Care and Social Assistance 106,330 105,100 1,230 1.2%
    Hospitals            28,830 28,870 (40) (0.1%)
    Nursing and Residential Care 21,700 21,670 30 0.1%
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 Table 1.  MISSISSIPPI EMPLOYMENT BY SECTOR (continued)

 Leisure and Hospitality 112,770 122,530 (9,760) (8.0%)
  Arts, Entertainment, and Recreation 10,130 12,270 (2,140) (17.4%)
    Amusement, Gambling 9,030 11,400 (2,370) (20.8%)
  Accommodation        26,600 35,600 (9,000) (25.3%)
  Food Services and Drive Ins 76,030 74,670 1,360 1.8%
 Other Services        37,570 37,370 200 0.5%
Government             243,230 243,070 160 0.1%
  Federal Government   25,600 25,170 430 1.7%
  State Government     59,730 60,030 (300) (0.5%)
    State Govt. Education 21,870 21,230 640 3.0%
  Local Government     157,900 157,870 30 0.0%
    Local Govt Education 85,370 85,970 (600) (0.7%)

SOURCE:  Mississippi Employment Security Commission, May 2006.  Preliminary figures.

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.  A person residing in Mississippi but
employed outside of the state will be included in residence-based data, but not in establishment
data.  The self-employed are also better captured by residence-based data.

 
employment in amusements and gaming is 
off, three casinos on the coast were back in 
operation by the start of 2006, and had 
brought coast gaming revenues up to 54% 
of year-ago levels by February.  River gaming 
(Figure 1h), which was largely unaffected by 
the storm, has seen some growth. 
     Retail sales, linked to repair and 
reconstruction demand, are strong; total sales 
in February were 21% higher than a year ago.  
The state unemployment rate, which had 
risen to 9.8% in September from 7.0% in 
August, was down to 8.0% in March.  
Business and consumer confidence levels are  
registering optimism, and both are at or above 
pre-storm levels.   
 
Employment Up Statewide 
     Payroll employment for the state as a 
whole is higher this year than last, although 
Hurricane Katrina continues to exact a toll.  
As Table 1 shows, about 3,000 more persons 
were employed in the first quarter (Q1) of 
2006 than during Q1 of 2005, a rise of 0.2%.  
Employment increases were concentrated in 

construction, up 13%, and in administration 
& support, up 11%.  The latter category 
includes temporary workers, who have been 
employed in large numbers in debris removal 
and other tasks on the coast.  There was a net 
gain of over 6,000 workers in construction, 
and almost 5,000 were added in admin-
istration & support.  Other major industries 
adding sizeable numbers of employees in Q1 
of 2006 compared to year-ago figures 
included retail trade, which added 3,700 
workers, and transportation & warehousing, 
1,270.  Only two other industries added more 
than 1,000 workers: health care & social 
assistance, continuing its long-term rise, and 
food services, which has experienced solid 
growth despite the loss of tourist demand 
after the hurricane.  Many of these job 
increases are linked to the recovery and 
reconstruction efforts.  
     On the other hand, the devastating effect 
of the hurricane on casinos and coast tourism 
is reflected in the 25% drop in the number of 
jobs in accommodations, and in the 21% drop 
in amusements/gambling employment.  Ship 
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 EMPLOYMENT IN COASTAL MSA'S 
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  SOURCE: Center for Policy Research and Planning, Mississippi Institutions of Higher Learning, May 2006. 
 
and boatbuilding, largely Northrop-Grumman 
on the coast in Pascagoula, was down by 
1,130 jobs. Overall manufacturing  employ-
ment was down 2.1% 
     Over the coming months, the employment 
picture will continue to improve, as homes are 
rebuilt and small and medium businesses 
resume or expand operations that were 
curtailed after the storm. Larger businesses, as 
well, are dealing with some backlogs in orders, 
due to the need to repair storm damage and to 
labor shortages resulting from the forced 
relocation of many of their workers.  
 
Coast Poised for Massive Rebuilding 
     Employment in the two coastal 
Metropolitan Statistical Areas (MSAs) of  
Gulfport-Biloxi and Pascagoula had returned 
to 87% of pre-Katrina levels by March.  These 
MSAs encompass the three coastal counties of 
Hancock, Harrison, and Jackson, as well as 
the adjoining counties of George and Stone.  
As Figure 2 shows, the recovery in 
employment has been slower in Gulfport-
Biloxi than in Pascagoula.  The number of 

persons employed in Gulfport-Biloxi in 
March was 18% below August levels, while in 
Pascagoula, the number employed was only 
4% below pre-Katrina totals.  Most of the 
March shortfall in Gulfport-Biloxi was due to 
the loss of half of the 29,400 jobs in the 
leisure and hospitality sector, although the 
related retail trade industry also continues to 
be hit hard (down 21%).  Manufacturing, as 
well, has not yet regained its former numbers. 
In Pascagoula, only manufacturing employ-
ment remained down (by 14%) among the 
four major sectors there: construction, 
trade/transportation/utilities, and govern-
ment were all up in comparison to August.   
     Construction employment offers a gauge 
of reconstruction activity. The numbers 
show that the bulk of rebuilding efforts lie 
ahead;  construction employment in the two 
MSAs was only 11.3% ahead of August levels, 
with 900 jobs added in that sector.  With 
thousands of homes severely damaged or 
destroyed, hundreds of construction jobs will 
be added monthly, once reconstruction is fully 
underway. And the pieces required for 
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rebuilding are slowly falling into place.  New 
building codes have been enacted for the 
coast and the bulk of insurance claims are well 
on the way to settlement.  In addition, loans 
and other assistance are being provided to 
homeowners, businesses, and municipalities, 
as discussed below.   
     Gaming, too, is poised for a strong 
comeback. With only three casinos in 
operation, (coast gaming revenues at $64 
million in March of 2006) were already back 
to 54% of pre-Katrina levels – up from zero 
revenues in September.  The head of the 
Mississippi Gaming Commission expects six 
more casinos to reopen by year’s end, 
bringing revenues close to pre-Katrina levels.  
Three additional casinos are expected to 
reopen in 2007, and several new companies 
have expressed interest in building casinos 
and resorts in the area.    
 
Federal Inflows To Top $20 Billion 
     Total federal expenditures for recovery 
from Katrina are expected to exceed $100 
billion nationwide.  Last year, an initial $60 
billion was appropriated to the Federal 
Emergency Management Agency (FEMA) 
for activities including debris removal and the 
rebuilding of public buildings, and then 
another $29 billion was allocated by Congress 
under H.R. 2863 for other hurricane-related 
recovery efforts. Additional funds for farmers, 
fishermen and others are being considered as 
the Review goes to press.  
     FEMA has spent more than $7.8 billion in 
Mississippi since Katrina hit, and has provided 
funds to other agencies’ disaster efforts.  In 
the state, $3.1 billion went to FEMA mission 
assignments such as emergency medical 
assistance and debris removal.  Of this, more 
than $1 billion went to the U.S. Army Corps 
of Engineers and the U.S. Coast Guard for 
debris removal. (As of May 19, debris removal 
funded through FEMA was 96% complete, 
with 41 million cubic yards of debris 
removed.) FEMA’s Public Assistance pro- 
gram has obligated more than $1 billion for 

emergency work and infrastructure repair.   
The National Flood Insurance Program (also 
under FEMA) has paid more than $2.1 billion 
in flood insurance claims in the state.  
     Over 273,000 households in Mississippi 
have received assistance through the 
Individuals and Households Program.  Most 
of this $1.2 billion went to food, rent, repair 
or housing construction.  The U.S. Small 
Business Administration (SBA) has approved 
more than $2.3 billion in low-interest loans 
for homeowners, renters and business owners 
through its Disaster Assistance Program.   
     Apart from funds received through FEMA 
programs, the largest single appropriation to 
the state for recovery efforts was $5.06 billion, 
allocated as a Community Development 
Block Grant (CDBG) under the U.S. 
Department of Housing and Urban Devel-
opment (HUD). These funds will provide 
homeowner assistance and support for local 
and regional economic development efforts.  
     The most ambitious homeowner assis-
tance and housing-related program using the 
CDBG funds is that formulated by the 
Governor’s Office and administered by the 
Mississippi Development Authority located at 
this site:  (www.mississippi.org).  Under this 
program, homeowners who qualify can 
receive a grant of up to $150,000. Some 
funding (about $100 million) is expected to go 
to public housing as well. 
     There are additional funds available to 
Mississippi and other affected regions for 
social services including health care, for 
education, highways, and the rebuilding of 
public buildings. Mississippi’s share of the 
highway funds appropriated  is estimated at 
$740 million; the state share of social services 
funds (through the Social Services Block 
Grant) is approximately $210 million; funds 
for K-12 education, $750 million; medical 
assistance, including the waiver of state 
matching requirements for Medicaid as 
spelled  out,  about  $450  million;  for   work- 
force training, $95 million; the Army Corps of  
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Engineers for projects along the coast, $160 
million; for the rebuilding and repair of 
federal facilities, over $1 billion; and for law 
enforcement, $58 million (Governor’s Office, 
1/3/06 and 5/31/06). 
     In addition to federal inflows, over $12 
billion in private insurance claim settlements 
will be paid to individuals and businesses in 
the state (Property Claim Services of the ISO). 
 
Mississippi GO Zone Aims at Business 
     Among other initiatives aimed at speeding 
recovery on the Coast, the Gulf Opportunity 
(GO) Zone created by Congress is of 
particular interest to the business community.  
The GO Zone aims at attracting new 
investment and bringing new businesses to 
the region.  The GO Zone Act contains more 
than a dozen Katrina-related tax incentives 
and covers 40 counties in Mississippi.  It also 
will help cities restructure their debt.   
     The incentives are attracting considerable 
interest across the nation, and are expected to 
be a significant factor in accelerating invest-
ment on the Coast. One of the major 

incentives is the 50% bonus first-year 
depreciation allowance, which applies not 
only to personal residences, but also to 
nonresidential property and to rental property.   
The bill also will allow Mississippi to issue up 
to $5 billion in tax-exempt, private activity 
bonds – which can be used to finance 
commercial and industrial enterprises.  The 
deadline for the 50% depreciation bonus for 
private residential property is December 31, 
2007 and for nonresidential and rental 
property, December 31, 2008.  The relevant 
properties must be placed in service before 
those deadlines, although it has been 
suggested that these deadlines be extended.  
See www.gozonelaw.com.   
 
Storm Damaged 21% of State’s Homes  
     The U.S. Department of Housing and 
Urban Development (HUD) estimates 
that 21% of owner-occupied housing units 
in the state suffered at least minor damage 
from Hurricane Katrina, and 22% of 
renter-occupied units as well.  Table 2 

 

Table 2.  MISSISSIPPI TOTAL HOUSING UNIT DAMAGE
                  (Estimates as of 2/12/06)

Owner-Occupied Homes Renter-Occupied Homes Total Housing Units
% of Total % of Total % of Total 

Damage Category1 Damaged Damaged Damaged
Number (line 4) Number (line 4) Number (line 4)

(1) Minor Damage 117,407 74% 41,591 67% 158,998 72%

(2) Major Damage 30,889 20% 14,887 24% 45,776 21%

(3) Severe/Destroyed 9,618 6% 5,992 10% 15,610 7%
(4) Total Damaged 157,914 100% 62,470 100% 220,384 100%

  2000 Census Total
  Occupied Housing Units 756,967 21%2 289,467 22% 1,046,434 21%2

1For definitions of damage categories, see footnote one in article.
2Percent of 2000 Census total suffering damage.

SOURCE:  U. S. Department of Housing and Urban Development, Office of Policy Development and Research.
"Current Housing Unit Damage Estimates:  Hurricanes Katrina, Rita and Wilma", 2/12/06, p. 12.  Based on
FEMA and Small Business Administration data.
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 provides  an   
overview of 
the  number of  
homes damaged. 
Seven percent of all  damaged units in the 
state were destroyed or suffered damage 
greater than 50% of value, shown as 
“severe/destroyed” in the table.1   
     A higher percentage of rental units than of 
homeowner units were in the “severe 
damage” category. Homes that were flooded 
accounted for 77% of units that were 
destroyed or severely damaged, although only 
18% of homes with damage suffered from 
flooding.  These figures do not include vacant 
and second homes. If these homes are 
included as well, the number of units with 
severe damage increases from the 15,615 
units shown in the table to about 17,596, 
based on  2000 Census figures for vacancy 
rates/second homes by county.  
     FEMA reports that more than 102,000 
people in Mississippi are housed temporarily 
in nearly 38,000 trailers and mobile homes 
(FEMA  5/12/06).   A  sizeable percentage of  
 

Mississippi families are finding that rebuilding 
after Katrina is a financial, as well as an 
emotional challenge, particularly given the 
lack of flood insurance coverage in many 
cases of flooding and the fact that insurance 
policies typically do not cover the full cost of 
repair and replacement of goods.  
     The HUD study provides data on 
insurance coverage by damage category for 
owner-occupied homes, although not for 
rental units.  While most homes with damage 
had hazard insurance only (60%), 33% had no 
insurance at all, including over 20% of homes 
with major or severe damage. The remaining 
7% of homeowners had both hazard and 
flood insurance.  The data show that only 
25% of flooded units with major damage 
and only 49% of flooded units with severe 
damage had flood  insurance coverage. 
     Several programs are available to help 
homeowners who wish to rebuild.  One of the 
first groups targeted by the Homeowners 
Grant Program were flooded homes with 
major or severe damage that were outside of 
FEMA’s 100-year flood zone. Mortgage 

Table 3.  ECONOMIC FORECAST FOR 2006-2008

2006 2007 2008
Mississippi
     Gross State Product (Percent Change) 5.5 5.2 4.8
     Real Gross State Product (Percent Change) 3.1 3.2 2.7
     Price Level (Percent Change) 2.4 1.9 2.0
     Establishment Employment (Percent Change) 1.2 1.6 1.3
     Unemployment Rate 6.9 5.9 5.7
     Personal Income (Percent Change) 5.4 5.5 5.0
     Consumer Price Level-South (Percent Change) 3.0 1.6 1.7

United States
     Gross State Product (Percent Change) 6.4 4.5 5.0
     Real Gross State Product (Percent Change) 3.3 2.7 3.2
     Price Level (Percent Change) 2.9 1.7 1.7
     Establishment Employment (Percent Change) 1.5 1.4 1.4
     Unemployment Rate 4.7 4.8 4.8
     Personal Income (Percent Change) 6.2 5.7 5.6
     Consumer Price Level-U.S. (Percent Change) 3.2 1.5 1.6

SOURCE:  Center for Policy Research and Planning, Mississippi Institutions of Higher Learning,
May, 2006.  Global Insight May 2006.
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lenders did not require flood insurance for 
these homes.  For details on the Homeowners 
Program, see www.mississippi.org.  For HUD 
disaster programs, which include low-cost 
loans, visit www.hud.gov/local (Mississippi).         
     Although low-cost loans are helpful to 
persons who wish to rebuild on the coast, the 
price may simply be too steep, despite the 
subsidies.  Building costs have increased due 
to new building code requirements and to the 
rising price of insurance post-Katrina. The 
Legislature established a new state minimum 
building code this year, mandating that code 
for the coastal counties. Several coast 
municipalities have enacted increased 
elevation requirements for new housing, in 
line with the new eligibility requirements for 
federal flood insurance. The cost of federal 
flood insurance is rising, and that of private 
insurance as well.2  
     To make housing more affordable for 
residents who must rebuild, several 
alternatives are being considered at town 
meetings along the coast, including a switch 
from single homes towards townhouses. More 
condominiums were already in the works 
before the storm hit. For detailed information 
on progress and programs related to housing 
on the coast, see the following website: 
www.governorbarbour.com/recovery (go to 
housing at left) and also this site:  
www.mississippirenewal.com. 
     An article by Brian Richard in this Review 
provides an economic and demographic 
profile of individuals and businesses on the 
coast that were hit by Katrina. 
 
State Budget:  Challenges Remain 
     State revenue collections through May 
were up 13% over last year, which is 7.7% 
over the estimate used in setting the FY2006 
budget.  State fiscal pressures remain, 
nonetheless. The legislature has postponed 
funding several priority needs in recent years, 
due to revenue shortfalls -- for example, the 
Adequate Education Program, which is 
designed to ensure that an adequate education 
is provided by all K-12 schools in the state, 

was not fully funded even in this legislative 
session.3  
     More disaster-related expenditures by the 
state are also expected.  Matching funds are 
required for FEMA’s expenditures and that of 
other federal agencies in response to 
Hurricane Katrina, although it is not yet clear 
what amount will be obligated.   The state 
may also find it necessary to aid municipalities 
on the coast whose property tax base has 
been decimated or worse by Hurricane 
Katrina. (See article by Hill in the 12/05 
Review.)  On the other hand, Mississippi’s 
obligations in some areas, such as Medicaid, 
have been reduced substantially.  In any case, 
a heightened uncertainty is complicating the 
budgeting process here. 
    Besides the unexpected demands of 
disaster funding, Mississippi continues to 
share the challenges facing states across the 
nation in balancing expenditures and 
revenues.  The outlook is for recurring 
pressure on state budgets nationwide.  One 
problem is that the growth of the service 
sector and of e-commerce continue to erode 
the traditional sales tax base.  Also, the 
upcoming retirement of baby-boomers will 
stress state retirement systems, which are 
typically under-funded.4  
 
State Economic Forecast:  Upswing 
Ahead 
     Growth of output and employment on the 
coast will accelerate throughout 2006 and into 
2007 and 2008, generating a positive ripple 
effect throughout the state. Gross state 
product (GSP) is forecast to increase 3.1% 
this year, with employment growing at over 
1%.  In 2007, the growth of output and 
employment in the state will move ahead of 
that of the U.S. as a whole, as economic 
activity here picks up while the U.S. growth 
rate slows. Over the 2006-2011 period, the 
growth rate of output will average 2.9% and 
of employment 1.1%, in sharp contrast to the 
2000-2005 period,  which had an average 
growth rate of GSP of 1.9%, and of 
employment of 0.5%. 
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     Table 3 provides more detail.  The growth 
rate of GSP in Mississippi increases from 
3.1% this year to 3.2% next year, before 
slowing a bit in 2008, when a growth rate of 
2.7 is forecast.  Inflation, which will average 
about 3.0% this year, as measured by the 
consumer price index (South), will fall to 1.6% 
in 2007 and 1.7% in 2008, as energy prices 
level off.  Employment statewide will grow 
about 1.2% this year, 1.6% in 2007 and 1.3%, 
in 2008. This job growth will bring down the 
unemployment rate to pre-Katrina levels by 
2007 and lower than that by 2008.  This 
baseline forecast assumes that construction 
activity increases approximately twice as fast 
in the second half of 2006 as during the first 
half on the state’s coast.  If the growth of 
construction activity is more gradual, the 
growth rate of employment and output will be 
somewhat less than forecast in 2006, and 
economic activity the following year 
correspondingly greater. 
         Personal income increased only 4% in 
2005, due to uninsured losses of private 
homeowners, estimated at over $3 billion.  
This positive, if moderate, rise in personal 
income was made possible by inflows of 
government and private assistance, which 
wholly offset these losses in property income.  
Strong economic activity this year will push 
the growth of personal income up to 5.4% in 
2006, rising to 5.5% in 2007 and 5.0% in 
2008. 
       Mississippi briefly moved out of last place 
in per capita income in 2005, ceding that 
spot to Louisiana, as a result of the 
destruction caused by Hurricane Katrina.   
While the storm battered homeowners in both 
states, the drop in property income in 
Louisiana was far greater than in Mississippi:  
between Q2 and Q3, property income in 
Louisiana plummeted over 500%, compared 
to a drop of 114% in Mississippi.  These 
staggering figures are due to the uninsured 
property losses of homeowners.  However, 
in both states, property incomes of residents 
were estimated to be back to pre-Katrina 
levels  by  Q4,  so  that  per  capita incomes in  
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Table 4.  INCOME RATIOS - MISSISSIPPI AND U.S. 1980-82 TO 2001-03

(1) (2) (3) Ratio Ratio
Average income Average top Average top (2)/(1) (3)/(1)
of bottom fifth of fifth of 5% of

families families families
2001-2003
Mississippi $13,456 $95,406 $145,342 7.1 10.8

1980-1982
Mississippi $11,029 $64,342 n.a. 5.8 n.a.

2001-2003
U.S. $16,778 $122,152 $201,707 7.3 12.0

1980-1982
U.S. $14,114 $77,051 $109,195 5.5 7.7

SOURCE:  J. Bernstein, E. McNichol, and K Lyons, "Pulling Apart:  A State-by-State Analysis 
of Income Trends", 1/06, Center on Budget and Policy Priorities, and Economic Policy Institute.

 
 
Louisiana were again higher than in 
Mississippi that quarter.  Although these  in-
come figures will be revised as more data 
becomes available, it is likely that Mississippi’s 
per capita income will be below Louisiana’s 
again in 2006.  
     Tables presenting the complete forecast, 
along with historical tables, can be found in 
the Appendix at the back of this Review.  Two 
new tables on trends in wages are included in 
this issue.  
 
Five-Year Trends 
     Mississippi was enjoying an economic 
upswing in 2005 before Hurricane Katrina hit, 
and the state economy has resumed its 
upward path.  As Figures 3 and 4 show, gross 
state product (GSP), which rose at an average 
rate of 1.9% from 2000 to 2005, will grow at 
an average rate of 2.9% over the coming five 
years, or just below the U.S. average growth 
rate of 3.1%.  Employment growth will 
equal that of the U.S. as a whole, with the 
increase in the number of persons employed 
rising annually at an average rate of 1.1% over 
the five-year period. Over the 2000-2005 
period, the number employed in the state fell 
at an average rate of -0.5% annually. 

     The slower growth of output forecast for 
Mississippi compared to the U.S. is largely due 
to the fact that output per worker in the 
state’s rapidly growing sectors of construction, 
leisure & hospitality and other services is 
below the state average.  Figure 5 illustrates 
employment trends by sector in the state.  
The most rapid growth of employment over 
the coming five years will be in construction 
and in leisure & hospitality, both at 2.1%, 
followed by health & social services at 1.8%, 
and other services, at 1.7%.  Transportation 
and utilities is the only other sector with a 
growth rate of over 1.0% in employment, at 
1.3%. Agriculture, finance/insurance/real 
estate, government, and trade all have positive 
growth rates of over 0.5%, while manu-
facturing and mining show no growth of 
employment.   
     The increased economic base provided by 
the inflow of persons from the New Orleans 
area will continue to boost employment and 
output in coming years, but no attempt has 
been made to quantify this effect, given the 
lack of reliable estimates of recent population 
inflow.   
     The national trend toward widening 
income  inequality,  discussed  in  the  article  
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Figure 5.  MISSISSIPPI EMPLOYMENT PROJECTIONS
AVERAGE ANNUAL GROWTH RATES  2006-2011
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                                SOURCE:  Center for Policy Research and Planning, May 2006. 
 
on the national economic outlook, is also 
affecting Mississippi, as shown in Table 4.  
The income share of the top quintile of 
families increased relative to the share of the 
bottom quintile over the 1980 – 2003      
period, from a ratio of 5.8 to 1 to a ratio of 
7.1 to 1. These figures take into account 
trends in health care coverage and pensions, 
as well as the effect of food stamps and 
school lunches.  Both health care coverage 
and pension coverage declined nationally over 
the 2000-2003 period. 
 
 Written by Marianne Hill, with input from members 
of the Center for Policy Research and Planning.  
 

Notes 
1.  Severe damage according to FEMA is 
determined based on the cost of damage as a 
percentage of the value of the home – damage 
must be more than 50%.  When damage is 
less  than  50%,  whether  the  damage is cate- 

 
gorized as major or minor depends on the 
cost of making the home habitable again – not 
on the full cost of repairs.  If the cost of 
making the unit habitable is equal to or greater 
than $5,200, the damage is major; if less than 
$5,200, it is classified as minor.  Though in 
most cases there was an inspector at the site, 
the FEMA inspections were not as detailed or 
precise as inspections made by the Small 
Business Administration (SBA) which 
examined a subset of homes whose owners 
had met minimum income requirements and 
who  had applied for SBA loans. In 
Mississippi, the SBA inspected 10,641 homes 
with major damage and determined the 
median verified loss to be $70,026.  For 
homes with severe damage, the median was 
$153,180.  Some more numbers: 2,515 homes 
with severe damage and 6,854 with major 
damage had no insurance.  Among those 
homes with hazard but not flood insurance, 
15, 322 suffered flood damage, with most of 
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these having major (11,383 units) or severe 
damage (2,416 units). 
2.  Private insurance companies are especially 
concerned about wind damage. Insurance 
companies in the state are often members of 
the Windstorm Underwriting Association, 
which provides member companies coverage 
for paying wind damage claims. Last year, 
members of the wind pool paid about $8 
million for $150 million worth of coverage.  
However, these companies paid out $750 
million for wind damages in the state, leaving 
individual companies to make up the 
difference.  Not all companies had sufficient 
assets, and at least one has declared 
bankruptcy. For the coming hurricane season, 
companies in the wind pool wish to increase 
their coverage to $350 million, but the cost 
will be about five times the cost of last year 
for individual homes, with smaller, but still 
dramatic rate increases in other categories 
(although as of this writing, the State 
Insurance Commissioner has not yet ruled on 
the requested rate increases).  In any case, a 
steep increase in the  cost of wind policies can 
be expected for individuals. 
     The National Association of Insurance 
Commissioners has made some recommend- 
dations regarding how to address the problem 
of providing affordable coverage, re-
commendations supported by the State 
Insurance Commissioner: 
a. Coastal states should be offered standard 
all-perils policies that would cover flood and 
earthquake damage.  This would eliminate the 
confusion over wind versus water damage.  
b.  Federal tax laws should be changed so as 
not to penalize insurance companies that put 
aside larger reserves for disaster coverage.  
Currently, taxes discourage larger reserve 
funds. 
3.  However, legislation passed to fully fund it 
over the coming years.  A review of the major 
measures that passed the legislature can be 
found at www.clarionledger/legislature and 
for bill texts and final outcomes, go to 
www.ls.state.ms.us.  
 
 
 

4.  The increasing dominance of services in 
the U.S. economy has meant an erosion of the 
sales tax base. Some of the fastest-growing 
services, such as those in health care, 
education and other professional services, are 
often not subject to the sales tax.  More 
information is available from the National 
Association of State Budget Officers 
(www.nasbo.org). 
   The Wilshire Report notes expected 
shortfalls in the retirement systems of most 
states, including Mississippi, as baby boomers 
reach retirement age.  Mississippi is acting to 
prevent such a shortfall: as of last July, the 
employers’ share of payroll that must be paid 
into the retirement system was increased to 
10.75%, and a further increase, to 11.55% is 
slated for this July (see Actuary 
Recommendations, PERS Summary Report, p 
8).  Rates of return to Mississippi’s Retirement 
System were negative in 2001 and 2002, but in 
2004, the annualized rate of return jumped to 
14.6%, and was a strong 9.8% in 2005.  This 
brought the average return for the 2001-2005 
period to 2.5%.   
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HIGHLIGHTS FROM  RECENT NEWS ON MISSISSIPPI’S  
ECONOMY  

 
See www.mississippi.org and www.visitmississippi.org  for 

more news on economic development in the state. 
 
New and Expanded Business 
Investments in 102 new and expanded 
facilities, totaling over $280 million in value, 
have been announced by the Mississippi 
Development Authority for the January 
through March 2006 period.  Although this 
total is less than in 2005, the number of new 
jobs created, at 1,747, is greater than the 1,570 
jobs announced for the same period in 2005.     
 
The largest single investment was 
reported by Entergy Mississippi.  
The company will invest $111 
million in the expansion of its 
facility in Attala County.  Other investments 
include the $35 million expansion of the One 
Hancock Plaza bank facility in Hancock 
County, and the new $36 million Renaissance 
office building in Madison County.  The 
company announcing the most new jobs in 
the first quarter was Georgia Pacific, which is 
adding an estimated 350 new employees to its 
manufacturing facility in Amite County. 
 
Firm Awarded Billion-Dollar Contract 

Madison-based L-3 Vertex Aerospace 
was awarded a $1 billion contract in 
January by Raytheon Aircraft 
Company to provide supply support 
for training aircraft for the Air Force 
and Navy. The contract, which 

extends through 2015, will mean the addition 
of approximately 50 new employees to its 460 
person workforce.  Vertex owns all existing 
inventory for the T-6 aircraft and expects to 
supply all replacement parts for these planes 
(Clarion Ledger, 01/13/2006. pp. 1C, 3C). 
 
Research Institute Opens Regional Office 
in Jackson 
The RAND Corporation, headquartered in 
Santa Monica, California, has opened its Gulf 
States Policy Institute in Jackson. The 

Institute will become a part of the area’s 
rebuilding efforts post-Katrina. Its research 
will focus on determining how public policies 
can be improved in areas including housing, 
disaster preparation, rebuilding and improving 
health care systems, financing options for 
public education, and environmental issues 
protection.  The Institute has partnered with 
several universities in Mississippi, Louisiana, 
and Alabama to develop a long-term vision 
and strategy for building a better future for 
hurricane-ravaged states (Mississippi Business 
Journal, 4/3/2006, p. 15. Also see the 
following  site: http://www.rand.org/rgspi/ ). 
 
Canton to Open Mississippi Film  
Complex 
The Canton Convention and Visitors Bureau 
and the Canton Film Office, in cooperation 
with the city, county and state, have 
announced plans for the construction of a $4 
million dollar Mississippi Film 
Complex.  A 25-acre site has been 
secured for the complex, which is largely 
funded with a $3 million, low-interest loan 
from the U.S. Department of Agriculture’s 
Office of Rural Development.  Plans for the 
33,718-square-foot facility include sound 
stages, office space, a mill shop for building 
and storing sets, and a movie museum for 
tourists and visitors.  
 
The facility, designed by Bastien and 
Association architects, will offer training in all 
areas of film production, lighting, set design, 
construction, props, makeup, hair design and 
wardrobe.  The architectural firm’s past work 
includes studios for DreamWorks, Paramount 
and Warner Brothers., among others.  
According to the Canton Film Office, the 
goals of the facility are 1) to create a 
competitive facility that will allow Mississippi 
filmmakers and crews opportunities to train 
and to work in their home state; and 2) to 
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market the facility to independent filmmakers, 
television, commercial production businesses, 
corporate training filmmakers, and major 
Hollywood studios for their production needs 
(Clarion-Ledger, 5/24/2006, pp. 1C, 6C; and 
www.cantontourism.com/film). 
 
Resorts, Condos and Casinos 
Canadian-based Myriad World Resorts has 
been given approval from the Mississippi 

Gaming  Commission for its proposed 
Tunica Gaming Resort. The proposal, 
originally presented to the commission 
in 2004, seeks to develop a $900 

million gaming casino resort with an 80,000 
square-feet casino.  The resort is expected to 
include, among other amenities, a 1,200 room 
hotel, a convention center, botanical gardens, 
golf course, entertainment area, and water-
park.  The resort is designed to attract families 
and visitors in the non-gaming market 
(Clarion-Ledger, 03/17/2006, pp. 1C,6C;  
http://www.myriadworldresorts.com/indexb.
htm). 
 
Paradise Bay Resorts Inc. has proposed 
building a mix of homes and condominiums 
with a “retail lifestyle center,” which will offer 
regional shopping similar to that found in 
cities like Atlanta and Birmingham. The 
proposal includes 5,000 residential units, 200 
acres of commercial space and 500 acres of 
preserved wetlands near the coast on property 
that straddles the new Mississippi Highway 67 
near D’Iberville (Clarion-Ledger, 4/28/2006, 
pp. 3C). 
 
The Mashantucket Pequot Tribal Nation of 
Connecticut is seeking approval of a $1.2 
billion plan to build a gaming resort that 
would include a golf course, marina, 

condominiums, and retail shops.  The 
Mashantucket Pequot Tribal Nation 
currently owns Foxwoods Resort Ca-  
sino located in southeastern  Con-
necticut, the largest resort casino in 
world.  The economic development 
arm of the tribal nation wants to locate 

its 15-acre resort in the middle of 266 acres 
owned by Broadwater Development LLC in 
Biloxi (Clarion-Ledger, 4/26/2006, pp. 1C, 3C). 
 

Mississippi in the Nation 
KPMG, an international consulting firm, 
ranked Jackson, Mississippi, the second least-
costly metro area in which to do business for 
2006.  Jackson placed second among cities 
with populations between 500,000 and 1.5 
million, and third overall in the Southeast 
Region.   The firm’s annual Comparative 
Analysis study compares the cost of doing 
business in  cities located in North America, 
Europe and Asia Pacific. (Clarion-Ledger, 
4/17/2006, pp. 1C,6C;  or see the following: 
www.competitivealternatives.com/highlights/
cities.html). 
 
Tupelo was ranked the nation’s second most 
active micropolitan area for new and 
expanding industries by Site Selection magazine 
in March. This ranking was based on Tupelo’s 
15 existing industrial expansion projects, five 
new facility locations that exceeded $40 
million in capital investments and the creation 
of more than 440 new manufacturing jobs in 
2005.  The micropolitan designation is a new 
category introduced by the U.S. Census in 
2003.  The term is used to refer to an urban 
core with a population between 10,000 and 
50,000 that is surrounded by a rural area 
supporting the economy of the core.  
 
Tourism                                                                                 
Jackson’s Convention and Visitors Bureau 
was successful in its bid to win the National 
Appaloosa Horse Club’s annual 
13-day horse show.  Jackson 
beat a fierce competitor, Las 
Vegas, in winning the pres- 
tigious event, which will hold its 
first show in the Capital City beginning in 
2008.  The show is expected to boost the local 
economy by about $1 million.   
 
The Southern Governor’s Association  (SGA) 
has selected the Natchez Trace Parkway as a 
“Best Practice” attraction in Southern 
Tourism.  The site is one of 16 attractions in 
the Southern region that will be highlighted in 
an SGA publication focusing on the region’s 
tourism-related activities.       
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Mississippi Journalism Honors   

     The Sun Herald of Gulfport received a 
Pulitzer Prize in recognition of its coverage of 
the aftermath of Hurricane Katrina, which 
was cited as “valorous and comprehensive”. 

The Sun Herald shared the award for 
public service in journalism with 
The Times-Picayune of New Orleans.    

Several individual Mississippi journalists were 
finalists for the Pulitzer Prize, including Stan 
Tiner, Sun Herald executive editor; B. Marie 
Harris and Tony Biffle, Sun Herald editorial 
writers; and Clarion-Ledger reporter Jerry 
Mitchell and editorial cartoonist Marshall 
Ramsey.  

 
 

WLOX-TV of Biloxi won the Peabody Award 
for  broadcast excellence in  April  2006.   The  
George  Foster  Peabody   Award   recognized 
WLOX-TV's “courageous employees" and 
exceptional cover-age of Hurricane Katrina. 
The station never went off the air during the 
storm, even after losing the roof of its 
newsroom. Continuous, 24-hour live coverage 
kept residents informed about the fate of  
neigh-boring communities and also provided 
essential instructions related to management 
of their day-to-day lives in a disaster zone 
(Clarion-Ledger, 4/18/2006, pp. 4A; for more 
information, see the following website: 
http://ecast.harvesthost.com/8780; Mississip-  
pi Economic Council Online Newsletter, 
4/26/2006). 
 
Written by LaRhonda Odom. 
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GULF COAST RESIDENTIAL AND BUSINESS POPULAITONS 
IMPACTED  BY HURRICANE :  SOME BASIC DATA 

Brian Richard 
 

Brian Richard is Research Director of the Economic Development Resource Center at the 
University of Southern Mississippi.  He can be reached at brian.richard@usm.edu, 

601-266-6122 

 
ugust 29, 2005 brought what turned out to be the costliest natural disaster in United 
States history.  Hurricane Katrina easily surpassed Camille as the hurricane by which 
all others are compared in south Mississippi.  The visual images of the destruction 

shown on television, newspaper pages and the internet have documented much of the 
damage.  A more difficult proposition is to systematically assess the household and business 
damage.  What were the demographics of the destruction?  How many and what types of 
businesses were impacted?  This paper begins to answer these questions. 
 
Impact Estimates of Previous Hurricanes 
     Analyses of previous storms provide us with indications of what we might expect in Mississippi 
in the wake of Hurricane Katrina.  Hurricanes Hugo (South Carolina), Andrew (South Florida), and 
Frederic (Alabama) provide useful examples of patterns of economic activity after destructive 
storms.  Important points to note from the studies of these disasters: 

• Income and employment in certain sectors were increased for a period of two to fou`r years 
following each storm, most notably: 
Construction 
Repair services 
Wholesale and retail trade 
Insurance reimbursements and government aid were far less than the overall losses 
experienced. 
Damages from Hurricane Hugo totaled about $6.4 billion, with reimbursements from 
private and public sources totaling about $3.4 billion, leaving $3 billion in un-reimbursed 
losses. 

Damages resulting from Hurricane Andrew totaled over $22.6 billion, $15.4 billion of which 
was covered by insurance, leaving $7.2 billion in uninsured losses. 

• An extensive survey was conducted in the wake of Hurricane Andrew to determine the 
extent of housing damage, along with information about demographic changes in the area.1 
Over half (52%) of south Dade county residents were forced to move out of their homes as 
a result of Andrew.   
 
 Two years later, only about 62% of those displaced households had returned to their pre-
hurricane residence.   A significant finding of their research was that households that moved 
farther away from their pre-hurricane residence were less likely to return to that original 
residence:  

 
Only 10% of south Dade County residents who moved out of Florida following the 
hurricane returned to their original home.   

72% of households that moved to another location within Dade County returned to their 
original home. 

A 



 
 

 29

 
 
Map 1.  FEMA Damage Assessment of the Mississippi Coast from Waveland to Pascagoula. 
 
SOURCE:  See References section – FEMA. 
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Hurricane Katrina Impacts on Homes and Businesses 
     One common aspect of all of the information listed above is that they were conducted two to 
three years after the storms.  While this allows for more complete sources of data, there is certainly 
value in more contemporary estimates.  Here a more indirect method using remote sensing 
techniques combined with census data was used to provide estimates of damages, just weeks after 
the storm (see appendix for a description of the methodology). 
     Map 1 displays the FEMA estimates of various damage levels on the Mississippi Gulf Coast2.   
The black line paralleling the coast is Interstate I-10. The railroad tracks south of I-10 have often 
been mentioned in news reports to be a dividing line between devastation and less severe damage.  
This is reflected in the FEMA map.  The dark red strip (representing ‘catastrophic’ damage) that 
runs along the coast is bounded, with few exceptions, by the railroad tracks to the north.  The total 
area of all five FEMA damage areas is about 140 square miles.  The area of the two most extensive 
damage areas totals about 28 square miles.   
 
Household Impacts 
     According to a February 2006 report published by the U.S. Department of Housing and Urban 
Development’s Office of Policy Development and Research, just over 52,500 (about 37% of all 
occupied housing units in the three coastal counties) homes sustained over $5,200 in damage.  A 
large majority of the total destruction occurred in the ‘catastrophic’, ‘extensive’, and ‘flood’ zones 
from Map 1.  From here forward, these will be referred to as “serious damage” zones.  There were 
over 21, 000 total homes in these zones.  Based on a building-by-building survey conducted under 
FEMA’s supervision, we now know that over 90% of the housing units in the three serious damage 
zones, or approximately 18,900 homes, sustained substantial damage3.   Structures are defined by 
FEMA as substantially damaged when the cost of restoring the building would equal or exceed 50%  
of its pre-damage market value (FEMA 1991, p. 6). Table 1 displays some basic demographics on 
the households most significantly impacted by Hurricane Katrina.   
     Hurricane Katrina impacted a higher proportion of older persons than the population as a whole.  
Almost one quarter of persons over 85 lived in the most affected areas.  This compares with one 
person out of ten in the overall population that was over 85. 
     Looking at the race statistics, the Asian population was hit proportionally harder than the 
population as a whole.  Almost one-quarter of all Asian persons on the coast lived in the damage 
zones.  Black persons were less likely to be in the most heavily damaged areas. 
     The housing data reveals that persons either on the low-end or the upper-end of the income 
spectrum were more likely to have been severely impacted by the storm.  More rental housing, as 
opposed to owner occupied housing, was wiped out by the storm.  One in five renter-occupied 
housing units was in the most significantly damaged areas, compared to about 13% of owner-
occupied units.   
      Lower income households were more likely to be in the seriously damaged areas.  This is in line 
with other data mentioned above.  Both elderly persons and renters tend to have lower annual 
incomes than the overall population.   
     Not surprisingly, because of the damage along the beachfront, expensive homes were hammered 
by the storm.  Over one-quarter of all owner occupied homes valued over $500,000 in the three 
county area were in the catastrophic damage zone.  This is also reflected in the income data which 
shows that households with annual incomes over $150,000 were more likely to be in the catastrophic 
zone.   
 
Business Impacts 
     Two out of every five businesses on the Gulf Coast were located in one of the serious damage 
zones.  Table 2 shows a sectoral breakdown of employment in those businesses.  Almost one-half of 
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Table 1. SELECTED CHARACTERISTICS OF POPULATION IN THE THREE FEMA  SERIOUS 
DAMAGE AREAS* 
 Three Coastal Serious Damage Percent in

Counties Total Zone Total Damage Zone
2005 Estimated Total Population by Age
Total Population 370,396               49,471                     13.4%
Age 65 and over 44,441                 7,898                       17.8%
Age 85 and over 4,254                   1,003                       23.6%

2005 Estimated Population by Race
White Alone 273,529               38,510                     14.1%
Black or African American Alone 76,590                 7,049                       9.2%
Asian Alone 8,758                   2,106                       24.0%

2005 Tenure of Occupied Housing Units
Owner Occupied 97,830                 12,376                     12.7%
Renter Occupied 42,273                 8,879                       21.0%

Owner-Occupied Housing Value (2000 Census)
Less than $59,999 28,590                 3,735                       13.1%
$60,000 to $99,999 34,547                 4,154                       12.0%
$100,000 to $149,999 17,394                 2,262                       13.0%
$150,000 to $499,999 12,634             2,031                 16.1%
$500,000 or more 685                 179                    26.1%

2005 Estimated Households by Household Income
Less than $24,999 39,409             6,891                 17.5%
$25,000 to $49,999 44,134             6,897                 15.6%
$50,000 to $149,999 52,243             6,718                 12.9%
$150,000 or more 4,317              747                    17.3%  
 
*Percentages represent the portion of the total 3 county population that resided in the most severe 
damage categories (catastrophic, extensive and flood damage).  For example, 17.8 of all persons over 
age 65 lived in one of these zones. 
 
SOURCE:  EDRC analysis of Claritas and FEMA data as explained in the appendix. 
 
 
all jobs in the retail, financial, and service industries were in the serious damage zones.  Over 80% of 
the jobs in these zones were in those three sectors.  Manufacturing was largely spared the 
destruction.  Only about 10% of total manufacturing employment in the three coastal counties was 
in one of the serious damage zones. 
     It is important to note that some homes and businesses outside the FEMA damage zones 
sustained major damage.  For example, FEMA’s damage zones didn’t quite cover all of the 
Northrop Grumman Shipyards in Pascagoula.  News reports indicate that the company’s facilities 
may have sustained up to $500 million in uninsured damages.  Ship and boat building employment 
fell  by  over  20   from  August  to September 2005,  but  have now almost recovered to pre-Katrina  
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Table 2. PERCENT OF TOTAL THREE COUNTY EMPLOYMENT IN FEMA DAMAGE AREAS 
 
Manufacturing 10.3%
Transportation, Utilities 34.3%
Wholesale Trade 21.0%
Retail Trade 42.4%
Finance, Insurance, Real Estate 47.5%
Services 49.3%
Government 42.7%

 
Percentages represent the portion of each category that falls in the FEMA serious damage areas. 
SOURCE:  See appendix. 
 
levels.  Also, businesses that sustained no physical damage were impacted by disruptions caused by 
displacement of employees who lost their homes or by suppliers or customers that were damaged. 
     Mississippi Employment Security Commission data shows that while there has been some 
improvement in unemployment rates in the months since the storm, there are still significantly fewer 
jobs on the coast.  Unemployment rates in Hancock, Harrison and Jackson Counties were all around 
22% in the month after the storm.  As of February 2006, those rates had lowered to about 15%.   As 
of February, the three coastal counties had about 25,700 fewer employed persons, or over 15% 
fewer jobs than in the previous year. 
     Mississippi State Tax Commission data reflects the destruction in the retail sector.  Table 3 shows 
growth in retail sales tax collections from cities in southern Mississippi.  Five cities, Waveland, Pass 
Christian, Bay St. Louis, Biloxi, and Long Beach had lower retail sales in the 4th quarter of 2005 
relative to 2004.  These cities all had significant portions of their retail sectors located in the 
catastrophic damage zone, as displayed in Map 1.   
     Cities with more protected retail sectors, notably Gulfport, D’Iberville, and Pascagoula, saw very 
large increases in retail sales.  Also, cities in the counties directly north of the coastal counties saw 
large increases in retail sales.  Wiggins, 30 miles north of Gulfport on Highway 49 saw almost a 70% 
increase in retail sales over the previous year.   
     These large increases north of the coastal counties reflect both commuters and displaced 
households.  Commuters still live on the coast must drive to other cities, due to the destruction of 
the retail stores in their area.  Displaced households have lost their homes on the coast and have 
relocated, either permanently or temporarily, to locations farther north.  Another factor is a general 
increase in retail sales due to people buying home repair goods and household goods lost in the 
storm. 
     Data from the first quarter of 2006 shows that retail conditions are improving in most of the 
coastal cities.  The notable exception to this is Pass Christian, which continues to have retail sales 
over 70% less than last year.  As the coastal cities’ retail sectors improve, the growth in Wiggins 
retail sales has subsided somewhat.  Interestingly, Picayune continues to see extremely high growth.  
This is possibly due to higher levels of displaced households in Picayune relative to Wiggins. 
 
Concluding Remarks 
     This article describes some of the populations impacted by Hurricane Katrina.  In many cases 
these populations differ significantly from the overall Mississippi Gulf Coast population.   
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Table 3.  GROWTH IN DIVERSION TO CITIES FROM SALES TAX COLLECTIONS 
 

2005 2006
CITY 4th Quarter 1st Quarter
Picayune 74.3% 78.8%
Wiggins 68.5% 51.4%
D'Iberville 66.4% 62.8%
Pascagoula 60.0% 50.8%
Ocean Springs 48.3% 42.9%
Gulfport 42.7% 68.4%
Hattiesburg 41.1% 42.8%
Moss Point 21.7% 31.3%
Mississippi 17.3% 17.7%
Long Beach -7.4% 11.2%
Biloxi -26.2% -22.3%
Bay St. Louis -45.2% -33.6%
Waveland -69.0% -27.7%  
SOURCE:  Mississippi State Tax Commission. 
 
Groups more likely to live in the catastrophic damage zone include Asians, wealthy homeowners, 
and persons living in rental housing.  In the business sector, retail, finance and services were 
damaged significantly.   
 
     One of the main focuses of recovery efforts should be on affordable housing.  Policies focused 
both on both multi-family and individual homes will help the recovery proceed more smoothly.  
Without housing, businesses that are trying to reopen will struggle to find employees.  Growth in 
housing will also bring back customers that retail and service businesses are looking for in the 
extreme southern parts of the coastal area.   
     Some areas of the recovery process are now being hampered by a lack of reliable data.  
Businesses that served coastal areas are reluctant to return because they are unsure of the local 
market for their goods or services.  The data presented here were estimates based on ‘remote 
sensing’ techniques, that is, they were based on general assumptions about damage in wide 
geographic areas.  Accurate data for planning and recovery purposes will have to be collected on the 
ground in the affected areas. 
     Going forward, this data, along with additional primary data, will be used as a basis for estimating 
the value of the destruction brought by Hurricane Katrina in Mississippi.  The data can then be 
compared to the damage estimates in previous disasters.  An estimate of the value of destruction 
from Katrina compared with the experiences from previous disasters will allow us to make 
predictions regarding economic activity during the recovery.   
 

Notes 
 
1.  The survey asked respondents about the extent of damage to their homes, insurance settlements, living       
arrangements of those displaced by the storm, and whether displaced households had yet returned 2 years 
after the storm. 
 
2.  Definition of FEMA damage categories: 
    Catastrophic Damage:  Most solid and all light or mobile structures are destroyed. 
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Extensive Damage:  Some solid structures are destroyed; most sustain exterior and interior damage (e.g., 
roofs are missing, interior walls exposed), most mobile homes and light structures are destroyed. 
Moderate Damage:  Solid structures sustain exterior damage (e.g., missing roofs or roof segments); some 
mobile homes and light structures are destroyed, many are damaged or displaced. 
Limited Damage:  Generally superficial damage to solid structures (e.g., loss of tiles or roof shingles); 
some mobile homes and light structures are damaged or displaced. 
Flood Damage:  Indicates a separate severe damage category related to the specific effects of flooding. 

3.   This number is greater than that found in the 2/12/06 HUD study which was also based on FEMA data.                           
The difference may be due to differences in methods used to reduce double-counting. 
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APPENDIX:  
 Methodology of damage estimates 

 
     One of the important sources of data for many of the previous studies described in the paper, 
the Federal Emergency Management Agency (FEMA), also provides important data for this study.  
In the days after the Katrina made landfall, FEMA provided a series of GIS map layers outlining 
areas on the Gulf Coast that were impacted at various levels.  “Soon after the disaster event, FEMA 
managers and staff use GIS to visualize actual damages by analyzing collected aerial reconnaissance 
and ground truth data.  Using GIS, MAC customers (i.e. Disaster Field Office (DFO), Emergency 
Support Team (EST) personnel, etc.) can see the spatial extent of damage, learn who was affected by 
the disaster and which resources were affected (FEMA, 2004).” 
     Based on the areas delineated by the FEMA maps, we estimated the number of households and 
businesses that were impacted by Katrina.  Data estimates were obtained using a GIS based data 
analysis tool called PCensus.  Census 2000 and Claritas 2005 demographic and business data at the 
Census block level were aggregated based on the areas outlined by each FEMA damage category.  
These aggregations were the source of the percentages presented in Tables 1 and 2. 
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Katrina-Related Studies and Reports on the Web 
La Rhonda Odom 

 
     Nine months after Hurricane Katrina hit New Orleans and the Mississippi Gulf Coast, 
interest in the impacts and outcomes of the storm continues to be strong.   Many people, 
from scholars to reporters to political pundits, have analyzed the storm’s impacts on the 
country’s social, economic, political and psychological landscapes.  The following summaries provide 
the interested reader with information on a variety of Katrina- and Rita-related reports. 
 
Numbers and Analysis 
     The Brookings Institute has published two reports related to Hurricane Katrina.  One report 
briefly illustrates, with tables, the program categories behind the federal allocations to date for 
hurricane recovery activities.  It also includes a chronology of legislative and executive decision-
making responding to the needs of the Gulf Coast (Federal Allocations in Response to Katrina, 
March 2006).  
     In another report, the authors create an index of economic and social indicators that measure the 

impacts of rebuilding efforts in Orleans Parish, the New Orleans Metropolitan Area, 
Louisiana and Mississippi (Katrina Index: Tracking Variables of Post Katrina 

Reconstruction, April 2006).  
www.brookings.edu, click Publications and then click Reports. 
 
     Decision Economics, Inc. (9/16/2005) has published a report, “Economic Impacts of Hurricane 
Katrina”, which presents an analysis of the potential economic impacts on the Coastal region and 
the U.S.  The report presents data which measure the storms affect on economic indicators, its 
impact on the GDP, and the possibility that the storm could stimulate growth. 
www.nabe.com/publib/prospects0916decisionecon.pdf 
 
     The Federal Emergency Management Agency (FEMA) has several maps available 
for viewing at its website.  FEMA’s remote sensing data is used to map areas affected 
by Hurricane Katrina.  Typical examples of analysis include flooded, saturated and 
damaged areas.  The data are made available for various purposes including businesses with vested 
interests, such as insurance agencies. 
www.gismaps.fema.gov/2005 pages/rsdrkatrina.shtm 
 
     The Bureau of Economic Analysis (BEA) with the U.S. Department of Commerce has an online 
Hurricane Katrina Frequently Asked Questions page.  Here you can find answers to questions, such 
as: How is state personal income affected by natural disasters such as Katrina? Or, How is Gross State Product 
(GSP) affected  by natural disasters such as Katrina?  The website includes a table that identifies the 
impacts of the 2005 hurricanes and links to data additional information on BEA’s regional income 
and product accounts. www.bea.gov/katrina/index2.htm 

     Researchers with the RAND Corporation have completed a few studies and reports on 
Hurricane Katrina and disaster-related issues. One report currently in progress deals with the 
challenges of creating housing in coastal Mississippi to replace the estimated 50,000 homes damaged 

or destroyed by Hurricane Katrina. Many of these homes were owned or rented by low-
income families. RAND has helped create “a broad and comprehensive set of 

recommendations for pilot development programs, building code changes, zoning 
strategies, planning initiatives, finance initiatives and other actions.” The following link provides 
access to both the completed projects and those currently in progress. 
http://www.rand.org/rgspi/projects/ Scroll to the bottom for complete list of projects. 
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     Oxfam America has several reports assessing recovery work in the Gulf Coast Region. One 
recently published report (March 6, 2006) entitled “Disaster and Recovery Along the U.S. Gulf 
Coast: Oxfam America’s Response to the Hurricanes” is a progress report on the recovery efforts 
and Oxfam America’s role in those efforts.  In addition, typing “Hurricane Katrina” in the search 
field of the website would yield other reports including one entitled, “Recovering States? The Gulf 
Coast Six Months after the Storm.” www.oxfamamerica.org/newsandpublications 
 
     The Children’s Defense Fund (CDF) issued a report entitled “Katrina’s Children:  

A Call to Conscience and Action. The report suggests policy to address issues related to 
the youngest victims of Hurricane Katrina, the children of the Gulf Region.  It includes 

stories from Katrina’s children and statistics on the status of children prior to the storm from each 
affected state. 
www.childrensdefense.org 
 
     The Institute for Women’s Policy Research has published a briefing paper on “The Women of 
New Orleans and the Gulf”. The paper, first in a two-part series, presents a detailed picture, 
supported by data, of the struggles the women of the region, both prior to and after Hurricanes 
Katrina and Rita.   
www.iwpr.org  Scroll down to item number six on the main webpage. 
 
     The Multidisciplinary Center for Earthquake Engineering Research, or MCEER, has a report 
entitled, “MCEER Response to Hurricane Katrina”. The report is the last document on the bottom 
of MCEER’s main page. 
     In the preliminary report, MCEER teams investigate aftermath of Hurricane Katrina, 
including reports on buildings, bridges, remote sensing, emergency response, health and 
environmental issues.  MCEER “Related Links” include an internet map of Harrison County 
damage locations and links to federal reports. There is also a link to a November 2, 2005 seminar at 
the University of Buffalo examining Hurricane Katrina’s impacts.  www.mceer.buffalo.edu  Scroll to 
bottom of main page, then click MCEER Response to Hurricane Katrina 
 
Policy Recommendations 
The Economic Policy Institute has published several reports on the economic policy implications of 
Hurricane Katrina particularly as they relate to labor issues in the region.   Among other issues, the 
reports address joblessness, fair labor practices and affirmative action as they relate to rebuilding 
efforts.  The EPI Policy Memo on this webpage provides guidelines intended to help structure the 
rebuilding process in a way that takes advantage of this opportunity to improve people’s lives. Policy 
recommendations cover such issues as local hiring, prevailing wages, health care, training, and 
ensuring a voice in the process for residents of the affected areas.  www.epi.org/content.cfm/katrina 
 
     The Heritage Foundation has a few “Web Memos” related to Hurricane Katrina and federal 
spending and policy.  There are two related to the proposed redevelopment and restructuring of the 
CSX Railroad.  One memo is a written response to the recently released report, Hurricane Katrina: A 
Nation Still Unprepared. Direct access to these reports can be gained through the following addresses: 
www.heritage.org/Research/HomelandDefense/wm1051.cfm 
www.heritage.org/Research/Budget/wm1048.cfm 
www.heritage.org/Research/Budget/wm1059.cfm 
 
     The Center for Law and Social Policy makes recommendations regarding Katrina recovery and 
low-income families.   There are  also additional  reports  in  the  right  margin  that  deal  with  child  
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support, disconnected youth, welfare policy and workforce issues as they relate to recovery efforts. 
www.clasp.org/Katrina 
 
     The American Enterprise Institute’s Director of Economic Policy Studies has a series of 
commentaries on the Bloomberg.com website. He has written a commentary entitled “For 
Katrina II, Let’s Pretend There Are No Feds.” (February 27, 2006) based on the notion 
that the Federal response to Katrina was so bad that the next time disaster strikes, states and local 
governments may want to pretend that Federal support will not be forthcoming.   
www.bloomberg.com/news/commentary/hassett.html Click: The last item on the list. 
 
     Among the many reports produced by the AFL-CIO is one entitled, “America’s Response to 

Gulf Coast Hurricanes”.  The report also includes an open letter to President Bush and 
other Congressional leaders, which makes recommendations for rebuilding, not just 
infrastructure, but lives, after Hurricane Katrina.  The report discusses helping people 

return to their homes and jobs.  It explains the issues people face as they try to rebuild their lives in 
the region.  
www.aflcio.org.  Click About Us and then click Executive Council Actions. 
 
     In December 2005, the National Fair Housing Alliance issued a report on the investigation the 
agency sponsored into whether or not victims of Hurricane Katrina would be treated unfairly based 
on race when seeking rental housing.  Testing was conducted in five states where evacuees were 
reportedly relocated after the storm. Their findings are presented in the report. 
http://newreconstruction.civilrights.org/NFHAKatrinaDiscriminationReport.pdf 
 
     A prominent professor of City and Regional Planning at the University of North Carolina at 
Chapel Hill, Raymond Burby, presented a paper at the International Symposium 
on Urban Disaster Reduction and Regeneration Planning, November 2005. The 
paper, entitled “Hurricane Katrina and the Paradoxes of Public Disaster Policy”, 
supports the notion that federal policy initiatives that induce local governments to prepare 
comprehensive urban development plans that pay attention to hazard mitigation may prove 
beneficial in minimizing disaster losses.  To find, go to  
www.google.com and search on “Hurricane Katrina and the Paradoxes.” 
 
     The Annals of the American Academy of Political and Social Science devoted its March 2006 
issue (Vol. 604, No. 1) to research related to the political and social policy impacts of the hurricane.  
This volume, however, is only available to libraries and others with subscriptions. 
http://ann.sagepub.com 
 
Resources 
    The Mississippi Development Authority has information on the Hurricane Katrina Homeowner’s 
Grant Program and the Gulf Opportunity Zone Act established to enable recovery post-Katrina. 
Go to www.mississippi.org 
 
     The website of the United States Department of Housing and Urban Development (HUD) has 
information related to Hurricane recovery housing resources. The HUD website provides a links to 
HUD’s Hurricane Recovery resources and programs which include waivers fro existing housing 
program requirements, the administration of $11.5 billion in Community Development Block Grant 
(CDBG) disaster funds, and a link to the federal register for additional funding sources.  
     In addition, there are resources for help with housing, reporting discrimination and common 
questions related to housing issues post-Katrina.  Mississippi HUD:  
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www.hud.gov/local/index.cfm?state=ms . Choose Mississippi. 
Hurricane Recovery Resources: www.hud.gov/katrina/index.cfm 
Hurricane Resources for Citizens: www.hud.gov/katrina/citizens.cfm 
HUD’s Response to Gulf Coast Hurricane:  www.hud.gov/news/katrina05response.cfm 
Mississippi Development Authority: www.mississippi.org 
 
Mississippi Universities 
     Mississippi’s universities have several research centers and institutes that may have Hurricane 
Katrina-related reports and studies.  All public universities in the state can be accessed at 
www.ihl.state.ms.us.  The Centers listed below have research currently available via their websites.   
 
     Mississippi State University: www.ssrc.msstate.edu  Click on Katrina   information at right. 
University of Mississippi: www.olemiss.edu/depts/population_studies/ 
     Click on State Data Center and you will find results of research done for FEMA.  
University of Southern Mississippi: www.usm.edu--a google search of this website for “Hurricane 

Katrina” provides access to several reports of interest.  
Jackson State University: www.jsums.edu/research/urban.htm  Phone or email for access to papers 

presented at their fall conference on the effects of Katrina. 
 
More Reports and Studies 
     East Carolina University has been awarded grants through the National Science 
Foundation to study the effects of Hurricane Katrina on the Gulf region and to 
investigate reconstruction efforts in New Orleans. Among other issues, the research will 
look at whether there is perceived, or actual,  “crowding out” when it comes to federal assistance. 
“Crowding out” refers to whether funds sent to New Orleans preclude projects on other parts of 
the Coast. 
www.ecu.edu/cs-admin/news/releases 
 
     The American Association of Museums has a running list of the historic sites in the Gulf Coast 
and detailed information on whether they received any damage, the extent of any damage sustained, 
and type.  Several of the sites have links to additional information. 
www.aam-us.org/aamlatest/news/HurricaneFirstReports.cfm 
 
     Dollars and Sense magazine devotes its March/April 2006 issue to the impacts of Katrina on the 
communities of the Gulf Coast.  The issue, entitled “Voices from the Gulf Coast”, features several 
interviews with community leaders. The online version allows you to read the in-depth interview of 
community activist Derrick Evans entitled “Ground Zero of Someone Else’s Future”. In the 
interview, Evans discusses the future of the historic Turkey Creek Community of Gulfport, post-
Hurricane Katrina. 
www.dollarsandsense.org 
 
     An article available at the American Psychological Association website 
summarizes the impacts of Katrina on the mental health of residents as presented 
at a congressional briefing in Washington, DC. The presentation was based on visits to Gulfport, 
Mississippi and other parts of the region. 
www.apa.org search Hurricane Katrina. Scroll down to Monitor on Psychology-Psychologist 
describes mental health response to Katrina at Hill Briefing. 
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RAISE THE MINIMUM WAGE?  A PERENNIAL ISSUE 
Marianne Hill 

 
he purchasing power of the minimum wage today at $5.15 is 19% lower than it was in 
1998, when it first went into effect.  It is also the lowest it has been since before 1960.  
Legislation proposed in Congress this year would have increased the minimum to 

$7.25 per hour.  Several questions arise:  How many workers would be affected?  What 
would be the cost?  Would there be an adverse impact on employment? Which businesses 
would be affected?  What are the exceptions to the minimum wage laws?  What are the 
characteristics of minimum wage workers? What is the rationale behind having a minimum 
wage?  These and other questions are addressed below. 
 
How many workers would be affected? 
     Nationwide, only about 2.7% of hourly 
workers were paid at or below the minimum 
wage in 2004, and for Mississippi, the figure 
was 2.6%, or 17,000 workers (out of a total of 
658,000 hourly workers), according to the 
Bureau of Labor Statistics (BLS) website.  
Workers earning up to $7.24 an hour (another 
3.1% of hourly workers) would also be 
affected, for a total of 7.3 million workers 
nationwide, while another 1 million could 
benefit from “spillover” effects, according to 
estimates of the Economic Policy Institute 
(EPI 1/06).  
     In Mississippi, the BLS reports that there 
were more workers paid less than the 
minimum wage (11,000) than were paid the 
minimum wage (6,000).  To the extent that 
these workers were exempted from minimum 
wage coverage, they would not be covered by 
the proposed new minimum either. About 
57% of the U.S. workforce (58.6% in 
Mississippi) is paid at hourly rates. Most of 
the rest of the workforce are salaried workers 
who earn at least $455 a week – these workers 
are generally exempt from minimum wage and 
overtime regulations.  
 
What would be the cost? 
     Increasing the minimum wage to $7.25 an 
hour would increase total wages paid in 
Mississippi by about 0.7% per year for two 
years.1 The increase is low because minimum 
wage hourly workers take up such a small 
percentage of total employment and even less 
of the total wage bill.  [To see this, consider 
that total wages paid in 2004 were $34,288 
million. The 17,000 hourly workers paid at or 

below the minimum wage would have earned 
at most $182 million ($5.15 x 40 x 52 x 
17,000) or 0.5% of the total wage bill. 
Doubling their wages would only increase the 
wage bill by that amount, or 0.5%.] 
     Workers earning up to $8 per hour are 
likely to benefit from the increase in the 
minimum wage.  In fact, in 2003, the average 
wage of the bottom 20% of Mississippi 
workers was $7.76.  If half of these 223 
thousand workers received an increase of 
$2.10 per hour, the total increase in 
the wage bill in 2003 would 
have been about 1.4% in one 
year, or, divided over two 
years, 0.7% per year.  By 2007, however, these 
low wage workers will account for a smaller 
percentage of both employment and wages 
paid, which will reduce the 0.7% estimate.    
 
Will there be an adverse impact on 
employment?    
     It is difficult to isolate the effect of 
changes in the minimum wage on aggregate 
employment.  In Mississippi, there was strong 
employment growth immediately following 
the last minimum wage increase (1997-1998).  
The minimum wage rose 21% over that two-
year period.  Nationally, studies of that period 
show little effect on employment; EPI 
reviewed several studies to come to that 
conclusion (see “Minimum Wage: A Select 
Bibliography” and “Frequently Asked 
Questions” 1/06).2  
     However, a higher minimum wage does 
tend to reduce the number of hours of labor 
demanded by employers, while increasing the 
willingness of labor to work those hours.  

T 
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Low-profit firms with a high percentage of 
minimum wage workers are particularly 
affected. In Mississippi, after the last increase 
in the minimum wage, there was a net 
increase in employment from 1996 to 1998 of 
32,600 jobs. Hill estimated 400 more jobs 
would have been added if the minimum wage 
had remained the same. At the same time, 
over 100,000 workers benefited 
from the higher wages.   
     According to the study by Hill, 
the industry breakdown of 
workers earning the minimum 
wage or less at that time shows 
that 30% were in retail trade, 19% 
in professional and related 
services, 17% in manufacturing, 
6% in personal services, 6% in  agricul-
ture/forestry/fisheries, and 4.5% in  con-
struction.  The remaining industries each 
accounted for 3% or less of these workers.3 In 
retail trade, eating and drinking places were 
the single largest category. Many of these 
workers, however, may not have been covered 
by the Fair Labor Standards Act (FLSA) 
which regulates the minimum wage. 
 
What are the characteristics of U.S. 
minimum wage workers? 
     Most minimum wage workers are adults, 

and most (66%) are women.3 
Only 22% of hourly workers 
earning the minimum wage or 

less in 2004 were aged 16 to 19, 
according to the Department of 

Labor (DOL).  The average minimum 
wage worker in the U.S. is providing more 
than half (54%) of his or her family’s weekly 
earnings, with 36% of these workers 
contributing 100% of family earnings (EPI 
1/06). Although single mothers make up only 
5.3% of the workforce, they account for 
10.4% of those who would benefit from an 
increase in the minimum wage.   
     Close to half  (44%) of workers earning 
less than $7.25 per hour work fulltime, and 
another third (35%) work between 20 and 34 
hours per week.  African-Americans, who 
make up 11% of the U.S. workforce, are 15% 
of workers affected by an increase, and 

Hispanics, who make up 13% of the 
workforce, are 20% of these workers. 
Households in the bottom 20% of the income 
scale would receive 38% of the benefits of a 
minimum wage increase, and another 21% of 
the benefit would go to households in the 
next 20% of the income scale (EPI 1/06).   
 
What are the exceptions to the minimum 
wage laws?  Should there be more? 
     The Department of Labor (DOL) permits 
the payment of sub-minimum wages to 
several categories of workers, in- 
cluding vocational education  
students, fulltime students  em-
ployed by retail or service 
establishments, agriculture or 
institutions of higher education. 
Also included are individuals 
“whose earning or productive capacity is 
impaired by a physical or mental disability, 
including those related to age or injury, for the 
work to be performed,” says the DOL 
website.  A certificate is required. 
     In addition, there is a youth minimum 
wage rate, currently $4.26 per hour, which 
may be paid employees under 20 years of age 
for 90 calendar days after they are first 
employed.  Employees of small businesses, 
with sales of less than $500,000, may be 
exempted as well, if those employees do not 
engage in covered activities, such as interstate 
commercial activities, in-
cluding authorizing the use 
of a credit card or making 
long distance telephone 
calls. Domestic service 
employees, such as housekeepers, are covered 
as well.   
     Whether or not exemptions should be 
expanded is a political question. In general, 
the benefits go to low-wage workers and to 
taxpayers, whose expenditures on food 
stamps and other anti-poverty programs are 
reduced, while the costs are shouldered by 
employers and customers. The job creation 
effect of a low minimum wage is typically 
cited as its main benefit, along with lower 
labor costs which boost profitability. 
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What is the rationale behind minimum 
wage laws? 
     The market does not guarantee anyone “a 
fair wage,” contrary to popular belief – rather 

competitive markets result in 
competitive wages, that is, wage 

rates at which demand matches 
supply.  These rates may or 
may not be “fair” when 
judged by other standards.  

For example, highly productive workers can 
find themselves facing low wages precisely 
because of their productivity – farmers are 
only too aware that high output levels can 
flood the market and result in low prices and 
low incomes.  The same is true for other 
industries when supply outpaces demand; 
consider the layoffs common in automobile 
firms.  Layoffs are a form of downward 
pressure on wages. 
     There are other situations in which the 
forces of supply and demand drive down 
wages.  The seemingly unlimited supply of 
undocumented immigrant workers willing to 
work at sub-minimum wages puts downward 
pressure on wages. Regardless of the 
productivity levels of these workers, or the 
profit levels of the firms that employ them, 
this “unlimited” supply of low-cost labor will 
keep wages down in that market.  
      The minimum wage is an intervention in 
the labor market that mandates the minimum 
hourly wage rate that employers covered by 
the Fair Labor Standards Act can pay.  Its aim 
is to ensure greater fairness. What constitutes 
a fair wage, however, is subject to debate. Is it 
a wage level such that a worker working 
fulltime year-round will be able to keep a 
household of one to three persons at or above 
the poverty level?  Currently, the poverty level 
for one person under the age of 65 is $10,160; 
however, a person working 35 hours a week 
year-round at minimum wage is paid only 
$9,373.  By this standard, then, the current 
minimum wage is too low.  The poverty line 
for a family of three is $15,277. For others, 
what is fair depends on the size of the firm 
and on its profitability. 
     Whatever standard is used to determine 
fairness, the benefits versus the cost of a 

higher minimum wage must be considered.  
Increasing the minimum wage has beneficial 
effects for those receiving higher incomes: 
improving their health, education and well-
being – not to mention their purchasing 
power – and in these ways contributing 
positively to the economy.  For many, these 
positive effects provide the justification for 
increasing the minimum wage.  For others, 
the adverse effects of higher labor costs on 
firms and the loss of low-wage jobs are costs 
that are unacceptable.  In any case, knowledge 
of basic data relating to costs versus benefits, 
including the statistics provided here, enables 
a more informed debate.  
 

Notes 
 
1. Nationally, 5.8% of workers earned less 
than $7.25 per hour in 2004, as noted in the 
second paragraph of this article.  If 6% of the 
1.123 million Mississippi workers in the state 
in 2004 and received an hourly wage increase 
of $2.10, the increase in the total wages and 
salaries paid in the state, which was $34.2 
billion, would have been 0.9% (assuming that 
these workers worked fulltime, year-round 
and that all received a full $2.10 additional per 
hour).   If 10% of Mississippi workers 
received this increase, the percentage increase 
would have been 1.2% in 2004. Since the 
average wage rate for the bottom 20% of 
Mississippi workers was $7.76 in 2003, 
according to U.S. Census data analyzed by the 
Economic Policy Institute, and about half of 
the this 20% earned less than $7.76, the case 
can be made for using the 10% figure as an 
upper limit estimate.   
 
2. In a study estimating the effects of the 1997 
wage increase, the WEFA Group, a national 
consulting firm, estimated that nationwide 
about 20,000 workers would lose their jobs as 
a result of the 21% increase in the minimum 
to $5.15.  They also found little impact on 
inflation, since only about 4% of all employed 
persons or 5 million workers earned hourly 
wages at or below the minimum. Those 
workers earned 1.5% of the total U.S. wage 
bill, and the 21% rise in their wages resulted 
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in an additional increase in compensation 
rates of only about 0.24%. A possible increase 
in consumer prices of about 0.1% was 
estimated. 
   
3. In Mississippi, in 1996, almost 14% of the 
workforce was paid the proposed new 
minimum wage or less. The occupational 
breakdown of low-wage workers in the state, 
based on the 1990 Census, showed a great 
deal of diversity, with only a few individual 
occupations accounting for more than 1% of 
total minimum wage employment.  Those 
making up 1.7% or more of the total were 
elementary teachers (1.7%), sales workers 
(2.2%), cashiers (8l4%), secretaries (2.2%), 
waiters (2.4%), cooks (5.6%), nursing aides 
(3%), janitors (3.3%), farm workers (3.1%), 
textile sewing machine operators (3.9%), 
assemblers (2.1%), truck drivers (2.6%), stock 
handlers and baggers (2.3%), and private 
household cleaners (1.7%). While there are 
fewer sewing machine operators today, the 
other occupational categories still likely have a 
concentration of minimum wage workers (the 
elementary teachers category includes teaching 
aides, tutors and assistants). 
     Data from the 1990 census also show that 
59% of minimum wage workers then were 
women and 41% men.  The median age for 
women was 29 years and for men 25 years.  
Forty-four percent were living in poverty.  
The breakdown by race and sex was:  33% 
white females, 26% black females, 23%  while  
 
 
 
 
 
 
 
 
 

males and 17% black males.  Most (61%) had 
a high school diploma and, of these, 52% had 
at least some college. 
    The minimum wage today equals about a 
third of average hourly earnings nationwide. 
In Mississippi, the average hourly wage in 
manufacturing was $13.61 in February 2006, 
which makes the minimum wage equal to 
about 38% of the manufacturing average, and 
somewhat over 40% of the overall average. 
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Appendix A 
MISSISSIPPI ECONOMETRIC MODEL 

TABLE OF FORECAST VALUES 
2006 THROUGH 2011

The forecast numbers in these tables represent the mathematical solution of the state 
econometric model in which future values of variables are predicted on the basis of past and 
current trends in the U.S. and Mississippi economies.  The U.S. forecasts (Tables 8 and 9) are 
from Global Insight, Inc., which changes its forecasts monthly.  The state model is re-solved as 
new data becomes available. 
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Appendix B 
MISSISSIPPI ECONOMETRIC MODEL 

TABLE OF HISTORICAL VALUES 
1995 THROUGH 2005

The historical data in these tables, which are subject to  revision, are from the U.S. 
Bureau of Economic Analysis, the U.S. Bureau of the Census, and the U.S. Bureau of Labor 
Statistics or are constructed from these sources by the Center for Policy Research and Planning.  
Global Insight, Inc. also uses official sources for its U.S. data, and updates this data monthly.
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