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1997 Economic Review and Outlook

The four-county Little Rock-North Little Rock Metropolitan Statistical Area (MSA) has seen a slow-
down in economic growth over the last year. In 1996, for the first time since early in the decade, the
region’s rate of job growth was slower than the national job growth rate. Local job losses in manufactur-
ing were offset by moderate growth in all other sectors. Despite the slowdown, however, total employ-
ment growth since 1990 has amounted to 12.2 percent for the MSA, versus 6.7 percent for the national
economy as a whole.
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The region’s unemployment rate remained low and barely climbed in 1996, remaining substantially
below national and state averages. Slow labor force growth, owing to the relatively low number of young
people entering their first jobs, has kept unemployment down despite slow job growth.
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Manufacturine: The Good Times are Over

Manutacturing employment dropped in the Little Rock - North Little Rock MSA during 1996, after
several years of growth. Several plant closings occurred, while few new facilities were added. The rate of
manufacturing job loss in central Arkansas exceeded even the state’s manufacturing employment decline
in 1996. The main plant closings were:

e In March, Polyvend of Conway, a maker of vending machines, announced plans to close, elimi-
nating 200 local jobs.

* In December 1996, Phillips Electronics announced the phase-out of its Little Rock light bulb
plant. Part of the local business scene since 1948, Phillips employed 480 workers.

¢ During 1995 and 1996, Babcock & Wilson ST, a manufacturer of industrial boilers, phased out
approximately 230 jobs and closed its Little Rock plant.

Not al! of the news is bad: Virco, a manufacturer of school furniture, has seen its business boom in
recent years. Virco’s Conway plant now employs roughly 1,600 workers. Rank Video, a manufacturer of
video cassettes in North Little Rock, employs over 1,000 workers, turning out 20 million movie cassettes
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annually - 30 to 40 percent of the entire U.S. market. Molex, a watch-maker, is adding 500 new jobs to
its Maumelle facility. Further, employment growth in other sectors of the regional economy exceeded
losses in manufacturing, allowing continued overall job growth.

Preliminary mid-1997 data suggests that manufacturing employment in the Little Rock - North Little
Rock MSA has continued its decline. This data corroborates national trends; even local successes at
attracting firms cannot counteract the relentless job-cutting and automation of U.S. industry, and odds
are good that manufacturing jobs will continue to diminish as percent of the local job market.
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On the Road to Technologv Leadershin?

The Central Arkansas region appears to be gaining an edge in a crucial sector of economic activity:
computer and data processing services. This sector accounted for 4,113 jobs in the Little Rock-North
Little Rock MSA in 1996, an astounding 76 percent of all computer and data processing jobs within the
state of Arkansas. While total jobs within the Little Rock-North Little Rock MSA grew by 1.1 percent from
1995 to 1996, data processing employment grew by about 11.0 percent, or ten times as fast.

What is happening? A recent article in Arkansas Business magazine suggests that Arkansas may be
benefiting from spin-off growth from nearby Texas. With major computer and electronic manufacturers
in the Austin, Houston, and Dallas-Ft. Worth areas, Texas is becoming a prominent electronic hardware-
producing region. Arkansas, by comparison, is grabbing a niche in software and data management,
benefiting from the presence of the growing technology market nearby.’

The region’s newest start-ups are small firms which produce specialized software for business and
education. Several mid-size and larger firms are also flourishing, such as ESI Group, which was ranked
by the Arkansas Business Book of Lists as one of the state’s fastest-growing businesses, as well as other
highly successful firms, including Arksys, Acxiom, and the Information Services branch of Alltel.

At present, the Little Rock-North Little Rock MSA shows a Location Quotient of 1.38 in computer
and data processing services, meaning employment in the sector is 138 percent of the national average -
over a third again as much as the national average, based on the region’s size. The trend is promising, but
only time can tell if the Central Arkansas region will have a major high-tech future.

' Little, James, “State on High-Tech Road,” Arkansas Business, July 7-13, 1997.

2 Luker, William, Jr., and Donald Lyons, “Employment Shifts in High-Technology Industries, 1988-96,” Monthly
Labor Review, June 1997.

3 Arkansas Business, July 7-13, 1997.
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Franamic Outlook

Economic growth has continued at a stable rate in the Little Rock - North Little Rock MSA in recent
years. Preliminary 1997 data suggest employment growth at a faster rate than during 1996. Unemploy-
ment remains fairly low at just over 4 percent for the MSA as a whole; slightly higher in Faulkner County
while a bit lower in Lonoke and Saline Counties. Manufacturing job loses have not seriously impacted
the region’s overall employment situation. Service-sector job growth will continue.

Multi-family housing occupancy appears to have dropped in Pulaski County during 1997." This,
coupled with substantial new multi-family construction underway and planned, may cause a pronounced
weakening of the multi-family market in the near future. Retail construction, which was high in 1996,
may begin slowing due to market saturation across the region and reflecting a diminished prospect for
retail growth at the national level.? Office construction is forecast to be strong at the national level, and
may also do well in the increasingly service-oriented economy of the Little Rock - North Little Rock MSA.
Housing growth will continue at a moderate pace across the MSA, with the exception of Maumelle,
where growth will be more rapid.

! Waldon, George. “Apartment Vacancies Forecast to Increase,” Arkansas Business, September 29, 1997.
2 ULl 1996 Real Estate Forecast: Outlook by Sector, Area, and Enterprise, Washington D.C.: Urban Land Institute, 1996.
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