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Outlook

With respect to an oudook for the Mic-
hiana arca, we are parbcularly inter_
ested in the course of the national
economy ovemll. As goes the u.s. as a
whole, so goes St. Joseph and Elkhart
counties. As has been noted throughout
this issue of the IBR, forecasters con-
tinue to predict a softening of the
national economy during the final three
quarter of the year. If that view turns
out to be accurate, we can exPect to see
a parallel slowing locally---€sPecially in
manufactuing-with cmPlo,,.rnent
growing jn South Bend/Mishawaka by
I -29o and in Elkhart/Coshen by 3-470

Muncie

RobertJost

Prafessor ol Ecofiornics, Ball State Uniuer
stty

The growth of real CNP for the U.S.
economy has slowed siSnificantly from
the heady 57o rate of 1987 to a more
modest 2.8% in 1988. The reported 5.570
rcal iate of growth for first quarter 1989
hasnow been revised downward to
4.370 and does not reflect a reversal of
this slowing, for rouShly half of the
qain isde ved from a one-hme re-
6ound in farm output fotlowing the
drought. Given these facts, tealSrowth
during the second quarter is likely to be
under 2%. While there is still some
ambiguity in the nation's economic
indicatoG, there arc sound leasons for
expecting slower growth into 1990.
Foremost among these reasons are the
erosion of consumer Purchasing Power
as a consequence of dre sharP rise in
inllation, slower home sales reflectlng
high interest rates, and continued
decline of net exports. Whether or not

the economy slips into a recession in
late 1989 or 1990 may well be deter-
mined by how weu the F€deral Reserve
policy resf,onds to conditions that un-
fold du ng the balance of 1989.

Although evidence of an €'conomic
slowdown for the nation continues to
grow, there is little evidence of an eco-
iornic slowdown in Indiana or Muncie
at this point in timc,If we look at
manufactudng emPloyment in Indiana
legs Indiarapolig (whete it continues to
slowly decline), we can see that it has
constihrted a major sourcc of Indiana
growth since the end of 1986. However,
this resurgencc of manufacturing
growth sjnce 1986 has left Muncie
untouched whcre manufacturing
employment has r€mained flat. On the
otherhand, in Anderson, where there
is much heavier reliance on motor
vehicle parts production/ manufactur_
ing employment has declined 870.
Thus,Indiana appcars to be exPerienc'
ing substantial change in the comPosi_
tion and geographical distribution ofits
manufactudng industties. ln nonmanu-
facturing emploFnent, Muncie enjoyed
a.127. inqease since 1985 and Ander-
son exPerienced a 107. Sain-both
consistent with the state and national
trend toward growth of the service sec-
tor. Muncie and Anderson had equal
establishment employment totals of
42000 at the beginning of 1985, but by
April of 1989, Muncie sestablishment
employment exceeded Anderson's bY
3"500 worke$. Muncie's greater eco-
nomic diversity and the Prcsence of
Batl State University probably account
for much of this relative gain.

Unemplolrnent fi8ures for Muncie
registcred a new post'81-'82 recession
low of4.270 in April, but this fig!re re-
flects new methods of comPutation in
Washington that wanant much more
than the usual degree of skepticism
with which one treats unemPloyment
data. Cetainly any euphoria Senerated
by this low unemplo).rnent number

should be tempered by realization that
the Muncie MSA has lost more than 57o
ofits population since 1980, and at least
one advance indicator of Population
change suggests that the PoPuladon
drain has not fully subsided.

Again, evidencc ofa slowing lndi-
ana economy is hard to come by, but
the fact that the averagehou$ worked
in manufacturinS has declined more
than one full hour from thc previous
yea/slevels could bc a harbinger of
slower growth ahead. Paradoxically,
this indicator shot sharPly uPward in
Muncie.but this reflccts less an exuber_
ant economy than specific skills
shortages in booming basic material-
producing industries.

Muclt of the building of mul-
tiple family units the past few
years has been large apartment
complexes marketed to Ball
St at e Unia ercity st u dents,

Thcre were 247o fewer new dwell-
ing units complcted in 1988 than in
1987. Deed recording for the first
quarterof 1989 excecded those for the
comparable quarter in 1988, but
currently therc appears to be a soften-
ing in the housing market as higher
interest rates make housing less
affordable. Much of the building of
multiple family units the past few years
has been large aPartment comPlexes
marketed to Ball State University
sh.ldents. These large aPartment
complexes have skyrocketed poPula-
tion densides in older, established
neighborhoods contiguous to the
University, severely taint the limited
infrastructure of the area and exacer-
bating tensions ttetween students and
families domiciled in the area.
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Richmond-Connersville-
New Castle

Ashton I. Vera.Eullay

Dirc4toL Centel lor Econofiic Educaion,
Indhtu U/tinersity East

The Bichmond-Connerville-New
Castle (RCNC) area can expect contin-
ued economic growth at a slow pace
for the rest of 1989. This means that as
the national economy slowsdown, the
effects will be felt at the local level.
Some of the reporting firms in my
suwey are already exPedencing, in
varying degrees, the effects of cufient
economic conditions.

Manufachrrint employment will
decline as the transition continues to-
ward a service/ informatlon economy.
Firms associated with the transPorta-
tion industry will experience the side
effects ofa decline in automobile sales.
It is impo ant to note that RCNC is u!
trascnsitive to changes in the transPor-
tation secto!, because most of its manu_
facturing activity is connected with this
s€ctor. Higher intelest rates will
dampen not only consumer demand
but also affect business investment in
plant and equipment.

A too-restricfive monetary Policy
by the Fed is likely to precipitate a
recession. Prudent action is therefore
necessary to sustain the current exPan-
sion without igniting inflation. Recent
increases in energy and food pric€s will
edge lhe consumer price indo. LrP-
wards. Producer prices for crude and
intermediate goods, along with em-
plo''rnent costs, l|ave also been rising.
The indications are for continued
accelention of inflation. Inevitably,
consumers will see a slight Price
increase for a typical basket of goods
and services, but the increase will be
tolerable trarring other shocks to the
national economy.

On the bright side, the retail secto.
is expected to follow no nal seasonal
pattems. Employment creation wiII be
positive, as the demand for goods and
seNices of various kinds increases. Em-
plo),rnent opportunities in fast lood es-
tablishments, gocery stores, health
care, education, insurance, and finance
are growing as entrepreneurg start up
srnall businesses. Both Droducer and
consumer confidence iC relatively
stable, and this augurs well for the next
two ouarters in 1989.

With respect to tourism as an inte-
gral part of the service sector, the
"Come On IN" slogan is unlikely to ef-
fectively promote Indiana. This slogan"
like the other two, "Wander Indiana"
and "Back Home Again," portEys a
"prodigal son's irnage" of our state,
which is in need of a Dositive sense of
direction. The Etateiiat the crossrcads
of self-realization, and so is RCNC.
Massive infusion of external invest-
ment is not possible in the foreseeable
futurc, glven the fierce competition fo!
such investment. Consequentlt RCNJC
has to ag$essively exploit the growth
Dotential from its intehal base.- 

In particular, the development of
human capital creates growth and
helps reduce the dependency ratio and
transfer payments. lt also piomotes
s€lf-reliance and civic Dride. Master
plans that do not set r;atistic goals and
prepare the citizenry for an incfeas-
ingly technological and interdependent
society eventually end uP as futile
exercises. Thus, ROJC has to adaPt to
the structural changes taking place.
Otherwise, the conseouences will be
detrimental to its long-run economic
health.

Overall, the prcgnosis is for slow
but continuing economic growth in the
short run. There is no r€cession in the
offing, but an inflation watch is adus-
able.
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