








Fxnanding Industries

The table below gives a partial picture of the composition of regional economic growth among
larger firms during 1997. As you can see, most growth in jobs and investment came in three pri-
mary groups:

(1) software design and data processing (LSI Group, EDS, and Acxiom);
(2) high-technology manufacturing (Molex, and BEI Sensory Systems); and
(3) paper products (Kimberly Clark).

Mainr Fynandine Inductriec 1097

molex maumetrie Electrical connectors $46,6/5,000 400 E
Cintas Corp Maumelle Industrial uniforms $4,000,000 130 N
Windsor Door Maumelle Door components $3,800,000 130 E
LSI Financial Group Little Rock ~ Computer software $3,374,300 100 E
Electronic Data Systems Little Rock Data processing $1,900,000 60 E
Trio Foods Cabot Meat products $928,000 40 E
GATX Logistics Conway Distribution $342,762 35 N
Western Foods Little Rock Institutional food distr. $600,000 26 E
Kimberly Clark Maumelle Baby wipes $10,000,000 25 E
Virco Mfg Conway School furniture $50,650,000 25 E
Acxiom Little Rock Corporate Headquarters $6,000,000 20 N
BEI Sensory & Systems  Maumelle Optical shaft & angle encoders $220,000 20 E
AFCO Corp Little Rock Structured metal $5,000,000 17 E
Kimberly Clark Conway Feminine products $10,000,000 0 E
Other expansions MSA $2,148,000 44

TOTAL MSA $145,638,062 1,072

Source: Arkansas Economic Development Corporation.

These trends show the changes brought about by the North American Free Trade Agreement (NAFTA);
growth is more focused in computer and technology-related industries, areas in which America’s highly
educated workforce holds advantages. Growth is less focused in conventional manufacturing, except
where local production is tied to the presence of natural resources, as with the paper products industry.
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Shopping, Today and Tomorrow

The vast majority of Americans do their shopping in stores - sounds obvious, right? Yet this is
changing. Non-store shopping (mainly catalogs and the Internet) currently accounts 3 to 4 percent of the
total retail market, and is growing at a far faster rate than conventional retail sales. At current rates, 10
percent of retail sales might be made by phone or Internet by the year 2010.

Hardest hit may be big-box retailers, since their prime marketing advantage consists of low prices
and wide variety, areas in which non-store sales compete very effectively. Further, studies show that
Americans confronted with busy life-styles and traffic congestion are giving less time to shopping. The
result: an increasing percentage of retail growth, especially discount shopping, may occur online.

To compete, retail markets must offer shopping that combines social interaction with pleasant sen-
sory experiences that computers cannot give. Malls, downtowns, and all other forms of pedestrian-
friendly, entertainment-oriented shopping could thus make a comeback, while those huge new big boxes
with their sprawling parking lots could become outdated sooner than anyone guessed.

Far-fetched? Perhaps. Yet big-box retailers are facing slowing growth and greater uncertainties, and
they are already updating their sprawling facilities by developing restaurants, coffee shops, and movie
theatres to entertain people when they come to shop. Some big-box retailers, like, Wal-Mart, are moving
aggressively onto the Internet. Meanwhile, in many cities all over America pedestrian-friendly shopping
districts are thriving in downtowns and some of the more people-friendly new suburbs, as people seek
fun while they shop. And the bustling growth of Little Rock’s new River Market is looking less like a fad
and more like a trend.

Source: Urban Land Institute, 1998 Real Estate Forecast
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Critical Economic Sectors

Little Rock-North Little Rock MSA
Critical Economic Sectors Analysis

1997 Local Location Hi Tech Share
SIC Industry Employment Quotient’ Level’ Change’
265 Paperboard containers 1,371 2.54 — Gain
267 Misc. converted paper products 1,438 2.43 Level Il Loss
284 Soap, cleaners, toilet goods 1,339 3.51 Level | Gain
344 Fabricated steel 1,602 1.44 — Loss
372 Aircraft, aircraft parts 1,529 1.22 Level | Gain
451 Air transport, scheduled 2,870 1.14 — Gain
458  Airports, terminals 551 1.85 — Gain
481 Telephone communications 3,872 1.69 — Gain
491 Electric services 1,358 1.69 — Gain
736 Employment, help supply 9,152 1.34 — Loss
737 Computers and data processing 5,152 1.55 Level | Gain
738 Computer maintenance, repair 5114 1.21 — Loss
806 Hospitals 24,148 2.51 — Gain

Source: Data from U.S. Bureau of Labor Statistics and Arkansas Employment Security Division for years 1994 and 1997. Location quotient and

shift-share calculations by Metroplan.

' Location quotient refers to each sector’s employment size relative to the national average. A score
below 1.0 (one) implies a lower portion than average, while a score above 1.0 suggests a higher portion
than average. Thus, the score of 2.54 for paperboard containers suggests that local employment is about
2.54 times as great as the national average.

2 High tech level refers to each economic sector’s classification by the U.S. Bureau of Labor Statistics.
Level | industries have a research and development (R&D) employment level over 50 percent above the
national average, while Level Il industries have R&D employment above average, but under 50 percent
above average.

* Share change refers to each economic sector’s local gain or loss in employment relative to the national
average after adjusting for general economic growth and growth or loss within the sector at the national
level. Gains in a sector may suggest local competitive advantages.
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Critical Fconomic Sectors

The data on the facing page was produced through economic analysis techniques by Metroplan.
The industries shown are ones in which the regional focus, or Location Quotient, is greater than the
national average. Such economic sectors tend to be exporting industries that sell their products and
services to other regions, and are usually a region’s prime engines of growth. Owing to data limitations,
these sectors are not the region’s only major export industries. The analysis below focuses on five major
sectors chosen for their high location quotients, overall economic size, and evidence of competitive
advantages. The industries are identified by SIC code, or Standard Industrial Classification.’

The Location Quotient of 3.51 suggests the region
nas about tnree ana one-nalt imes the national average of employees in this sector. This sector
has registered a share gain, meaning the region has grown in recent years at a faster rate than
the national average in this sector. Perhaps surprisingly, this sector ranks as a Level | High Tech
industry, meaning it employs a high proportion of people in research and development. The
region’s largest players are Maybelline, a manufacturer of cosmetics, and JM Products, a manu-
facturer of aerosol sprays and related hair products. Additionally, there are several other small
manufacturers in this category.

The central Arkansas region managed to grow faster than
average in this highly competitive sector. The region’s star performers here are Dassault Falcon Jet,
maker of corporate jets, Raytheon, which modifies and converts corporate and airline aircraft, and
Midcoast-Little Rock, Inc., which performs aircraft modification and maintenance. A number of
other smaller firms complement these big players.

The region’s role in this sector owes partly to its central
locaton wiNin e state. Lentral Arkansas serves much of the state with telephone communica-
tions, mostly through the Little Rock office of Southwestern Bell. Additionally, the region hosts
Alltel, also a telephone company with a service area stretching across part of many states. Alltel also
plays a large and growing role in the fast-growing field of ceilular mobile telephone communications.

This sector is probably the region’s star high-tech per-
Trormer, with over 5,000 empioyees In the Little Rock-North Little Rock MSA and promise for the
future. An assortment of home-grown firms like Acxiom, Arksys, the Information Services Division
of Alltel, and the ESI Group, have consistently outperformed the national average in this fast-grow-
ing sector of activity. This sector is important because, according to U.S. Bureau of Labor Statistics
analysis, data processing is one of the fastest-growing sectors in the overall U.S. economy, and a key
factor in the productivity of other businesses, ranging from services to manufacturing. The region’s
larger-than-average emphasis in this sector and evidence of local competitive advantage bodes well
for the future of the central Arkansas economy.

The region’s hospital sector is a major player in the regional economy, with over
24,000 Jops, nearly 8 percent of all nonfarm payroll jobs in the Little Rock-North Little Rock MSA.
This includes the large Baptist Medical Center, Arkansas Children’s Hospital, St. Vincent Infirmary
Medical Center, two VA hospitals, and the University Hospital of Arkansas (UAMS), along with
numerous smaller hospitals. The region clearly exports hospital services, providing medical care
not just to residents around the state but even at the national and international level. This sector is
not expected to grow very fast, however. According to the Arkansas Institute for Economic Advance-
ment, health care employment will grow more slowly than average over the next several years,
owing to the growing presence of managed care practices in U.S. health care.?

' Information on individual companies from 1999 Central Arkansas Manufacuters Directory, Arkansas Business Publishing

Group, 1998
2 UALR Economic Forecast Conference, July 29, 1998
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