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QOutlook

With respect to an outlook for the Mic-
hiana area, we are particularly inter-
ested in the course of the national
economy overall. 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—especially in
manufacturing—with employment
growing in South Bend/Mishawaka by
1-2% and in Elkhart/Goshen by 3-4%.

Muncie

Robert Jost

Professor of Economics, Ball State Univer-
sity

The growth of real GNP for the U.S.
economy has slowed significantly from
the heady 5% rate of 1987 to a more
modest 2.8% in 1988. The reported 5.5%
real rate of growth for first quarter 1989
has now been revised downward to
4.3% and does not reflect a reversal of
this slowing, for roughly half of the
gain is derived from a one-time re-
bound in farm output following the
drought. Given these facts, real growth
during the second quarter is likely to be
under 2%. While there is still some
ambiguity in the nation’s economic
indicators, there are sound reasons for
expecting slower growth into 1990.
Foremost among these reasons are the
erosion of consumer purchasing power
as a consequence of the sharp rise in
inflation, slower home sales reflecting
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 well the Federal Reserve
policy responds to conditions that un-
fold during the balance of 1989.
Although evidence of an economic
slowdown for the nation continues to
grow, there is little evidence of an eco-
nomic slowdown in Indiana or Muncie
at this point in time. If we look at
manufacturing employment in Indiana
less Indianapolis (where it continues to
slowly decline), we can see that it has
constituted a major source of Indiana
growth since the end of 1986. However,
this resurgence of manufacturing
growth since 1986 has left Muncie
untouched where manufacturing
employment has remained flat. On the
other hand, in Anderson, where there
is much heavier reliance on motor
vehicle parts production, manufactur-
ing employment has declined 8%.
Thus, Indiana appears to be experienc-
ing substantial change in the composi-
tion and geographical distribution of its
manufacturing industries. In nonmanu-
facturing employment, Muncie enjoyed

-a 12% increase since 1985 and Ander-

son experienced a 10% gain—both
consistent with the state and national
trend toward growth of the service sec-
tor. Muncie and Anderson had equal
establishment employment totals of
47,000 at the beginning of 1985, but by
April of 1989, Muncie’s establishment
employment exceeded Anderson’s by
3,500 workers. Muncie’s greater eco-
nomic diversity and the presence of
Ball State University probably account
for much of this relative gain.

Unemployment figures for Muncie
registered a new post ‘81-'82 recession
low of 4.2% in April, but this figure re-
flects new methods of computation in
Washington that warrant much more
than the usual degree of skepticism
with which one treats unemployment
data. Certainly any euphoria generated
by this low unemployment number

should be tempered by realization that
the Muncie MSA has lost more than 6%
of its population since 1980, and at least
one advance indicator of population
change suggests that the population
drain has not fully subsided.

Again, evidence of a slowing Indi-
ana economy is hard to come by, but
the fact that the average hours worked
in manufacturing has declined more
than one full hour from the previous
year’s levels could be a harbinger of
slower growth ahead. Paradoxically,
this indicator shot sharply upward in
Muncie, but this reflects less an exuber-
ant economy than specific skills
shortages in booming basic material-
producing industries.

Much of the building of mul-
tiple family units the past few
years has been large apartment
complexes marketed to Ball
State University students.

There were 24% fewer new dwell-
ing units completed in 1988 than in
1987. Deed recording for the first
quarter of 1989 exceeded those for the
comparable quarter in 1988, but
currently there 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
students. These large apartment
complexes have skyrocketed popula-
tion densities in older, established
neighborhoods contiguous to the
University, severely taxing the limited
infrastructure of the area and exacer-
bating tensions between students and
families domiciled in the area.
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Richmond-Connersville-
New Castle

Ashton I. Veramallay

Director, Center for Economic Education,
Indiana University East

The Richmond-Connersville-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 slows down, the
effects will be felt at the local level.
Some of the reporting firms in my
survey are already experiencing, in
varying degrees, the effects of current
economic conditions.

Manufacturing employment will
decline as the transition continues to-
ward a service/information economy.
Firms associated with the transporta-
tion industry will experience the side
effects of a decline in automobile sales.
It is important to note that RCNC is ul-
trasensitive to changes in the transpor-
tation sector, because most of its manu-
facturing activity is connected with this
sector. Higher interest rates will
dampen not only consumer demand
but also affect business investment in
plant and equipment.

A too-restrictive 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 prices will
edge the consumer price index up-
wards. Producer prices for crude and
intermediate goods, along with em-
ployment costs, have also been rising.
The indications are for continued
acceleration of inflation. Inevitably,
consumers will see a slight price
increase for a typical basket of goods
and services, but the increase will be
tolerable barring other shocks to the
national economy.

On the bright side, the retail sector
is expected to follow normal seasonal
patterns. Employment creation will be
positive, as the demand for goods and
services of various kinds increases. Em-
ployment opportunities in fast food es-
tablishments, grocery stores, health
care, education, insurance, and finance
are growing as entrepreneurs start up
small businesses. Both producer and
consumer confidence is relatively
stable, and this augurs well for the next
two quarters 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,” portrays a
“prodigal son’s image” of our state,
which is in need of a positive sense of
direction. The state is at the crossroads
of self-realization, and so is RCNC.
Massive infusion of external invest-
ment is not possible in the foreseeable
future, given the fierce competition for
such investment. Consequently, RCNC
has to aggressively exploit the growth
potential from its internal base.

In particular, the development of
human capital creates growth and
helps reduce the dependency ratio and
transfer payments. It also promotes
self-reliance and civic pride. Master
plans that do not set realistic goals and
prepare the citizenry for an increas-
ingly technological and interdependent
society eventually end up as futile
exercises. Thus, RCNC has to adapt to
the structural changes taking place.
Otherwise, the consequences will be
detrimental to its long-run economic
health.

Opverall, the prognosis is for slow
but continuing economic growth in the
short run. There is no recession in the
offing, but an inflation watch is advis-
able.
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Indiana
Factbook
1989

Indiana Business Research Center
School of Business Indiana University

An indispensable social & economic resource for:

PLANNERS looking for precise, relevant information
PROFESSIONALS analyzing potential markets

BUSINESS PEOPLE seeking data for decislon making
GOVERNMENT AGENCIES researching economic & social trends
ECONOMIC DEVELOPERS assisting new & existing businesses

Thousands of useful pieces of information on each of the
state’s 92 counties PLUS a comprehensive overview of Indiana
in the context of the U.S. and four nelghboring states:

Population Education Employment & Earnings
Agriculture Business Health & Vital Statistics
Mining Services Government Finance
Energy Income Manufacturing

To order your copy of the Indiana Factbook, send a check or money order for $35 (Indiana residents
add $1.75 sales tax) for each copy to the Indiana Business Research Center, School of Business, Indiana
University, Bloomington, IN 47405. Allow six to eight weeks for delivery.
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