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The year 2000 saw a further slowdown in employment growth in the Little Rock - North Little Rock
region, with less than one percent growth across the year. The region’s job creation rate in 2000 stood

below state and US averages. And
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Critical Economic Sectors

Little Rock - North Little Rock MSA
Critical Economic Sectors Analysis

2000 Employment

Local Growth Location Share  Technology
SIC Industry Employment 1994-2000 Quotient  Change Status
161 Highway / Street Construction 2,478 33.9% 3.79 Gain
265 Paperboard Boxes 1,316 3.3% 2.59 Gain
284 Soap / Detergent 1,168 4.5% 3.18 Gain HT
372 Aircraft and Parts 2,350 111.1% 2.20 Gain HTI
451 Air Transport, Scheduled 3,037 215.7% 1.19 Gain
481 Telephone Communications 4,945 66.9% 1.92 Gain
531 Department Stores 9,980 15.0% 1.78 Gain
632 Accident / Health Insurance 2,014 19.0% 2.34 Loss
737 Computers and Data Processing 6,677 85.9% 1.48 Loss HTI
801 Doctor’s Offices 5,738 35.6% 1.28 Gain
806 Hospitals 23,256 0.2% 2.49 Loss

Source: Arkansas Employment Security Department and US Bureau of Labor Statistics.
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Critical EconomicC >ecCtors

The table on the facing page identifies critical industries in the central Arkansas economy. These
economic sectors were selected for their critical role in the regional economy as well as for their growth
prospects. All of the industries shown here are ones in which 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 hence can serve as prime engines for regional economic
growth.

A similar analysis was published three years ago in the 7998 Economic Review and Outlook. Since
that time, a few changes have appeared. Probably the most serious change has been the loss of growth
in the Computer and Data Processing sector (SIC 737). While this sector still accounts for a larger share
of the local economy than the national average, local employment in this industry has grown more
slowly than the national average in SIC 737 for the past several years.

This industry includes prominent local information technology (IT) companies like Acxiom, Arksys,
Alltel Information Services, and several others. IT firms contain a high proportion of high-income re-
search and development (R & D) employment. Analysts believe that IT industries develop software and
computer services which fuel productivity growth in all other economic sectors. The shake-out which
recently affected this industry nationally may soon be reversed with renewed fast growth.'

A more positive change has occurred in SIC 372, Aircraft and Aircraft Parts. In this technology-
intensive sector, the central Arkansas region has consistently out-performed the national average. Loca-
tion Quotient grew from a modest 1.22 in 1997 to a much more significant 2.20 in 2000. Several local
firms, including Dassault-Falcon Jet, Raytheon, and Midcoast Little Rock, do aircraft finishing and modi-
fication work on corporate jets. While aerospace manufacturing has lost jobs at the national level, the
local industry has grown at a rapid pace. Despite recent job losses related to recession conditions, future
prospects remain promising for corporate jets in central Arkansas.

The region’s telecommunications sector grew rapidly during the second half of the 1990’s, but has
recently slowed as a result of a national slump in this area of activity. Local telecom growth has nonethe-
less outpaced the US average since 1994. The rest of the sectors depict a mix of construction, manufac-
turing specialties and retail and service industries that play important roles in the local economy. As you
can see, the list of these critical industries covers a fairly broad range of activities, which hints at the
underlying diversity of the central Arkansas economy.

' Dr. Andrew Hodge, UALR Economic Forecast Conference, November 13, 2001.
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Central Arkansas Ketail Irends

Central Arkansas Retail Trends

Retailing is a major pillar of the central Arkansas economy, ac-
counting for 55,400 jobs, one in six of all jobs in the metro area
(17.5 percent). The proportion was almost identical in 1990 (17.6
percent), suggesting that retail sales have mirrored general eco-
nomic growth trends.

Central Arkansas Population
as Proportion of State
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As the charts at right show, the Little Rock-North Little Rock Rest of Akansas

MSA accounted for 28 percent of all Arkansas retail sales in 1997,
the last year for which reliable figures are available." The central

Arkansas region accounted for just over one-fifth of the population of .
Arkansas, but well over one-fourth of retail sales. The region’s high Central Arkansas Retail Sales
proportion of retail sales probably owes both to comparatively high as Proportion of State
local incomes and shopping by visitors from other parts of Arkansas.

While the central Arkansas region played its traditional role of

the state’s leading retail center during the 19907, retail growth was - 28°/L°R-NLR
spreading beyond the traditional shopping bastions of Little Rock
and North Little Rock. While Pulaski County retail sales grew by —72%

74.3 percent from 1987 to 1997, sales in the three outlying coun- Rest of Arkansas

ties grew at faster rates. Saline County retail sales grew 303.8 per-
cent, giving the county second-place ranking in the region with 12.8 percent of the retail market.

11997 Census of Retail Trade. US Department of Commerce, Bureau of the Census.

Central Arkansas Retail Sales by County
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Central Arkansas Retail Trends

Retailing and E-tailing

Internet sales still account for only a small portion of total US retail sales. While the US Commerce
Department has only tracked Internet sales since the fourth quarter of 1999, the figures (shown below)

give some idea of important emerging trends in the retail industry.

Despite the recent “dot-com” shakeout, Internet sales have
been rising as a proportion of retail sales and will almost cer-
tainly continue to do so. As the data below show, Internet sales
grew from just under 0.7 percent of total retail sales to over 1
percent of sales over one year from late 1999 to late 2000. Even
with the nationwide slump in e-commerce, Internet sales in the
second quarter of 2001 still accounted for more dollars and a
larger share of the retail market than they had in the same quarter
just one year earlier.

The impact of the Internet on retailing remains unclear. Some
traditional retailers are hoping that internet and local store sales
can be integrated, so that local stores might serve as showrooms
and pick-up centers for a national chain’s web site." Most evi-
dence at present suggests, however, that Internet sales are rarely
linked with store activities.?

Percent Growth

Sales Growth Comparison

2" Quarter 2000 to
2" Quarter 2001
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Most shopping will still be done in stores for the foreseeable future. But the Internet’s fast growth
presents a type of uncertainty that store retailers have never faced before.

' Timothy Henderson, “After Overcoming their Apprehensions, Mall Owners Embrace E-Commerce,” Stores, July 2000.

2 ULI 2000 Real Estate Forecast , Urban Land Institute, May 2001, p. 36.

Internet Retail Sales and Total Retail Sales Compared

Total Retail Sales E-Commerce E-Commerce
Quarter (x $1 million) (x $1 million) Percent
4th Qtr 1999 785,869 5,266 0.67
1st Qtr 2000 714,425 5,526 0.77
2nd Qtr 2000 777,819 5,982 0.77
3rd Qtr 2000 772,796 6,898 0.89
4th Qtr 2000 817,715 8,881 1.09
1st Qtr 2001 728,662 7,592 1.04
2nd Qtr 2001 807,467 7,458 0.92

Source for sales data: Commerce News, Economics and Statistics Administration, US Bureau of the Census, August 2001.
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( entral Arkansas Ketail Irends

A Changing Retail Landscape?

Retail construction is in a mild slump at present across the country, owing to weaker demand and
saturation of most regional markets during the late 1990’s. Evidence of this can be seen in the Little Rock
area, where several major big-box facilities, some only a few years old, are standing empty." At the same
time, the US retail market is reshaping. When market recovery begins, odds are good that the type of
retail facilities built will differ from those of the recent past.

New malls and power centers (multiple big-box centers) face the weakest market conditions in
retailing. The best retail construction prospects are New Urbanist mixed-use properties that combine
offices, retailing, and housing, including mixed-use town centers.?

Trends are changing because Internet shopping is draining away some of the growth in conventional
retailing. At the same time, consumers are showing a renewed preference for shopping that provides
greater diversity and a more pleasant experience than conventional retailers offer. Zoning reforms in
cities across America are allowing offices, housing and retailing to be mixed within the same structure.
The trend has not been limited to older downtown areas in cities. Pedestrian-friendly new downtowns
have emerged in suburbs like Reston, Virginia; Riverside, Georgia; and Mizner Park in Boca Raton, Florida.?

What does all this mean for the central Arkansas region? if national trends hold here,new conven-
tional strip centers and big-box facilities will continue going up near the region’s periphery, but growth
will be slower than in the recent past. By comparison, areas hosting mixed-use development will see
continued growth as the retail landscape changes underfoot. Pedestrian-friendly new urbanist mixed-
use projects may also begin appearing in suburban areas as local developers gain familiarity with a trend
that is already well underway elsewhere in the U.S.A.

' Jack Whitsett, “Empty Big Boxes Blight Retail Space Market,” Arkansas Business, November 6-12, 2000.
? ULl 2000 Real Estate Forecast, Urban Land Institute, May 2001, pp. 14 and 35.
3 Thomas Lee, “Place Making in Suburbia,” Urban Land, October 2000, and Duany, Plater-Zyberk and Speck, Suburban Na-
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Preliminarv Commuting & FEducation Data tor 200U

The figures below are from the 2000 Census Supplementary Survey (C2SS). They are estimates
based on a survey conducted by the Census Bureau as part of the American Community Survey, an effort
to provide annual census updates. C2SS should not be confused with the 2000 Decennial Census.

C2SS data can be used for regional comparisons, but should not be compared with the 1990 Census
because of methodological differences. From August to December of 2002, the Census Bureau will
release Summary File 3(SF-3), with more authoritative sample data based on the long forms from Census
2000. SF-3 will include official 2000 data on journey to work, education levels, income, poverty, and
other socioeconomic profiles. Nonetheless, the figures below give some insight for comparing central
Arkansas with state and national averages.

A Longer Drive to Work?

According to C2SS, the average morning commute in the
Little Rock-North Little Rock MSA was around 22 minutes, com-
pared with about 24.3 minutes nationally. While comparisons
with 1990 figures should be used with caution, it appears that
the region’s commuting time increased more rapidly than the
national average during the 1990’

Academic Honors for Pulaski County

As the figures below show, the Little Rock-North Little Rock MSA had educational attainment levels
roughly equal to the national average in 2000. The proportion of high school graduates was slightly
higher than the US average, the proportion of BA degrees about equal, and the proportion of graduate
and professional degrees marginally lower. Pulaski County exceeded the national average in educa-
tional attainment in every category, particularly in graduate and professional degrees. Separate data for
Faulkner, Lonoke and Saline Counties were not released with C2SS for reasons of sampling size.

! In the 1990 Census, regional commuting time was 19.1 minutes (85.3 percent of the national average of 22.4 minutes). C255
figures give a central Arkansas commuting time that is 90.5 percent of the national average. However, we must await SF-3
fiourec far a full and accurate combarison of change in commuting time,
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2002 Economic Outlook

Set against a backdrop of national economic recession and war, the central Arkansas region faces more
uncertainties than usual for the near-term future. The year 2001 will come out as a slow one for the regional
economy. In addition to declining employment, the year 2001 has seen a drop-off in construction activity
across central Arkansas. Housing permits in both single- and multi-family sectors will probably finish the year
slightly below 2000 levels, despite a major drop in interest rates. Commercial construction will show a drop-
off from record-breaking performance in 2000, as indicated by employment figures showing a net loss of
construction jobs in the region (see page 2).

The downtown area of Little Rock and possibly North Little Rock continues to look like a good bet
for continued growth in real estate values and construction activity, owing to the tremendous scale of
investments in the recent past, with more coming soon. The planned Clinton Presidential Library and
Heifer Project International sites at the eastern edge of downtown Little Rock will provide unique enter-
tainment, cultural and educational additions to the region.

Over the long run downtown Little Rock-North Little Rock is reaching a level of sophistication and quality that
could make it an incubator for innovation and business start-ups. Downtown vacancy may rise with the
addition of substantially more office space. Positive absorption trends of the recent past might suggest a
promising outlook for office space, but a longer-than-expected recession could cause vacancies to persist.

When the national economy moves into recovery, the central Arkansas region will probably see
improvements in employment growth, housing construction and other measures. The region’s future
position will be bolstered by its comparative economic diversity. Nonetheless, for a prolonged resur-
gence of growth the region must depend on several flagship firms, particularly those in information
technologies, aerospace, and telecommunications, as well as new start-up enterprises that may emerge.
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