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In the last six months, total establishment em-
ployment has increased over year-ago levels, though
the increases have been small. The slow decline in
manufacturing employment has held back the growth
in this total. Among nonmanufacturing activities, the
strongest growth in employment has occurred in
services and miscellaneous and in retail trade. For the
first four months of 1992, all the non-goods-produc-
ing sectors showed some increase over the same
period last year except for government. Government
employment exceeded its year-ago levels only in
April; it was lower in January and February, and it was
the same in March. Service employment has in-
creased rather steadily over the same month a year
ago since the weak first quarter 1991. Retail trade
employment began to improve in October 1991 after a
slump of five months.

Despite the overall growth in employment, un-
employment rates have been creeping up. In the last
few months the rates have been around 4%, except
for a spike to 7.1% in March. This spike was caused
by temporary layoffs during the week the statistics
were compiled. Although a 4% unemployment rate is
substantially below the state average, it is somewhat
higher than it was in 1990, when it was around 2.7%
for Monroe County. The labor force is simply growing
faster than employment, Such an occurrence is not
unusual during a recovery. Initial unemployment
claims have dropped from year-ago levels in each of
the last six months—an encouraging sign.

Construction activity was weak in 1991. The
value of contracts (as reported by EW. Dodge) was
down 20% for nonresidential but up 3% for residen-
tial construction. These changes were from the fairly
low levels of 1990. For the first three months of 1992,
however, the value of contracts was up sharply over
the same period of 1991 for both residential (up 80%)
and non-residential construction (up fivefold). Data
on building permits tell essentially the same story for
residential construction. But for nonresidential con-
struction, the two series diverge somewhat. The value
of permits for nonresidential building did not decline
as much in 1991 as did the value of contracts. The
permit value for first quarter 1992 was double that for
the same period of 1991 (versus the fivefold increase
for contracts). Despite these differences, the picture
remains the same for 1992—construction is off to a
good start. A casual empiricist driving around the
community would notice a lot of construction activity
and would probably predict that construction will be a
strong sector for Bloomington in 1992. Local realtors
report a shortage of houses for sale, given the current
demand. The result is a rather sharp increase in
house prices.

In conclusion, the data indicate that Bloomington
is off to a promising start in 1992. As long as the
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national economy continues to recover, the local
economy should keep pace. The local manufacturing
sector will probably not show much growth until the
national economy grows more vigorously than it has
in recent months.

Evansville

Maurice Tsai
Professor of Economics, University of Evansville

The Evansville economy declined in 1991 as the
nation struggled through the recession. After reaching
a trough in the first quarter, the national and regional
economies were projected to be on their way to a
slow recovery. However, the feared double-dip reces-
sion did materialize in the fourth quarter. Weak manu-
facturing and trade activities were triggered by a
credit crunch and by grand-scale layoffs in major
national firms in the automobile, steel, and merchan-
dise industries. Evansville was one of the victims of
this economic blow.

The Evansville Area Business Index fell 1.4% in
1991 (see the Table). The industrial production index
dropped 2.3% for the entire year. Manufacturing
activities grew during the first eight months of the
year but began to descend sharply in September. The
fall in the fourth quarter was 7% from the third quar-
ter level. Construction activities had been below the
1977 base period level in the first three quarters but
began to improve slowly in the last quarter, thus
declining 12.8% for the year. The transportation
sector showed sporadic weakness in February, May,
and November, and the loss in the transportation
index for the entire year was 4.8% after a 1% drop in
1990. Even the trade and services sector, which had
been the strong base of local economic growth,
weakened in 1991. The index for these areas grew by
only 0.2%, the lowest rate since the 1981-82 reces-
sion. Only the financial sector escaped the recession
by posting a 4.9% growth rate for the year. Bank
deposits rose by 9% while the financial employment
level rose by 5.4%. Evansville area employment grew
by only 500 (0.4%), the smallest increase since 1982.

In first quarter 1992, regional economic activi-
ties improved slightly over fourth quarter 1991 but
were below the overall 1991 levels. Industrial produc-
tion and construction activities edged upward by
1.9% and 7.4% from the earlier quarter. The signs of




Table
Evansville Area Business Index (1977=100)

Industrial Trade and Composite
Production Services Construction Transportation Finance Employment Index
Quarterly Index
101991 117.55 129.68 95.21 106.81 129.25 119.79 120.24
201991 121.96 129.22 97.76 106.01 128.52 117.14 121.02
301991 127.34 127.05 97.37 108.73 127.40 118.60 122.38
401991 118.44 130.36 102.42 106.88 125.01 121.86 121.08
101992 120.72 129.99 110.00 106.00 124.93 119.56 122.13
Annual Index
1988 123.76 119.71 115.54 110.82 121.39 112.67 119.34
1989 123.57 121.78 118.76 113.86 122.86 116.55 121.11
1990 124.00 128.82 112.62 112.25 121.64 118.35 122.35
1991 121.32 129.08 98.19 106.86 127.54 118.85 121.18
1992* 124.00 131.00 113.00 108.00 125.60 120.60 123.10
Annual Growth Rate (%)
1988 26 3.9 -12.1 2.6 -3.2 2.9 1.6
1989 0.4 i 2.8 2.7 1.2 34 1.5
1990 0.4 5.8 -5.2 -14 -1.0 1.6 1.4
1991 2.3 0.2 -12.8 -4.8 4.9 04 -1.4
1992* 2.2 1.6 15.1 1.1 -1.5 1.5 1.6
* Forecast
Source: School of Business Administration, University of Evansville,
substantive recovery became clear in March, but the J e"ersom’i | | e-N ew

pace of local recovery is expected to be slow, espe-
cially in trade and services. The sudden surge in
consumer confidence and purchasing power ob-
served in past recoveries is now missing. The closing
of a few local industrial firms and retail outlets and
mass layoffs by national firms will adversely affect the
national and regional recovery processes.

If the current recovery pace continues, the
Evansville economy may be able to regain its 1990
activity levels in 1992. The local recovery will be
spearheaded by industrial production and construc-
tion. The growth rate of the Evansville economy in
1992 will be 1.6% at best. The industrial production
sector is projected to grow by 2.2% and construction
by 15%. Trade and services, transportation, and
employment will grow by 1-2%. The financial sector,
however, may decline by 1.5%, even with the lowest
interest rates in years.

In short, 1992 will be a year of slow economic
recovery, with more recovery in the second than in
the first half of the year. The Evansville economy has
been subiject to slow economic growth for the last six
years. The area has lost several manufacturing firms
to the South and to Mexico. The expansion in trade
and services in past years has contributed to creating
more jobs, but it has not created much disposable
income. This area needs new direction in its eco-
nomic growth.
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Albany (Louisville Area)

Fay Ross Greckel

Professor of Economics, Indiana University Southeast

The Louisville area appears to have weathered the
recession rather well, and signs of the upturn are now
evident. The area’s “soft landing” contrasts with its
experience in most earlier national recessions. Expla-
nations include: a more diverse economy than in
previous decades, with durable goods manufacturing
no longer dominating the economy; some good
fortune even in the durable goods sector, since the
large Ford plant produces a highly demanded model;
a prominent, expanding health-care sector; and a
construction sector that did not overbuild during the
preceding several years.

Indiana and Kentucky recently revised their 1990
and 1991 employment statistics. Table 1, based on
these new data, shows the recession hitting the
seven-county metropolitan area (Glark, Floyd, and
Harrison counties in Indiana, and Jefferson, Oldham,
Bullitt, and Shelby counties in Kentucky) one quarter
later than reported in the /BR last winter. Total metro-



Table 1 politan area employment declined during fourth

Louisville Area Employment and Unemployment, 1990-92' quarter 1990 and reached its lowest level on a sea-
sonally adjusted basis during second quarter 1991,
Total Non-Farm Manufacturing Nonmanufacturing the number of jobs having fallen by about 5,000—a
T s Employment Employment Employment little more than 1% of the total area labor force.
GUIEVILE lIOpOuLAN ATD By fourth quarter 1991 employment had risen
1ai390 476,500 gh;ran 287,040 again to a record high, with a gain of more than 7,000
211990 479,100 89,700 389.400 : ! ; :
301990 484.700 89,700 395,000 jobs in that six-month pe_nod. Howgver: as Table 1
401990 484,200 89,800 394,400 shows, many of the new jobs were in different sectors
101991 479,900 87,500 392,400 than those that contracted in the recession. By first
201991 479,500 86,800 392,700 quarter 1992, manufacturing jobs were still 2,400
301991 483,300 86,200 397,100 below their late 1990 high, whereas nonmanufactur-
401991 486,900 87,000 399,900 ing jobs increased by more than 10,000 during that
101992 493,000 87,400 405,600 period. Though not all of the jobs lost were high-wage
Clark/Floya/Harrison Counties (IN) ones and not all of those created were in low-wage
101990 64,100 13,500 50,600 occupations, some of that shift is occurring here, as it
gg]ggg oo i g;ggg i in other parts of the nation. Stil, there were 13,000
401990 66:600 14:100 52:500 more jobs in the first quarter of this year than in the
101991 65,700 13,700 52,000 first quarter of last year. This was a somewhat larger-
201991 84.600 13,500 51100 than-normal increase for the metropolitan area.
301991 64,700 13,500 51,200 The revised data for Clark, Floyd, and Harrison
401991 67,900 13,700 54,200 counties show that they followed approximately the
101992 68,400 13,600 54,800 same recession pattern as the overall metro area, but
o e e R R e e o with the employment downturn occurring one quarter
"Number of people employed in establishments located in the designated area, Uala are seasonally a usted. i i
“Includes Cfgrk,?ffoyd, inﬁ Harrison Counties in Indiana, and Jeﬂefsan. Qidham, Bullitt, and Shelgj’/ C;unﬁes in Kentucky. E::;; r?l?r?aﬁi:tzt;?iitli‘gg(i}ll"llgl?:a%gotﬁrttleosljcigii!ghsr?g:tgseirﬁ

Source: Indiana Department of Employment and Training Services; Kentucky Cabinet for Human Resources
" - - the three-county area employed nearly 3,000 more

workers in first quarter. 1992 than in first quarter

1991—a larger 12-month increase than in the past

several years.

Tahle 2 Residential construction mirrored the employ-
A a— o , ment pattern to some extent. Building permits, par-

Louisville Area Residential Building Permits Issued, 1990-92 ticularly for multi-family units, fell in late 1990 and

garly 1991 (see Table 2). However, permits for single-

Py i

Clark/Floyd/Harrison Counties (IN) SaT Wy, el family Idwellings quickly regained their ac_custc med
101990 159 102 261 levels in the more populous metro counties on both
201990 234 9 243 sides of the Ohio River. The large number of building
301990 239 77 309 permits issued during first quarter 1992—nearly two
401990 147 94 241 and a half times as many as in first quarter 1991—
101991 118 15 133 point to an active year for builders and their suppliers.
20199 285 18 303 One cautionary note: the relatively mild winter prob-
301991 249 183 432 ably speeded up some building plans. Preliminary
401991 148 36 184 April data suggest that second quarter permit totals
101992 265 18 263 t be quite as strong.

Jefferson County (KY) My ot 2k 4 : g \ .
101990 462 331 793 Car sales also improved noticeably from their
201990 474 186 660 very weak showing in 1991. For the first five months
301990 382 303 705 of 1992, sales of new cars and light trucks increased
401990 274 49 323 7% in Clark and Floyd counties and 21% in Jefferson
101991 34 137 451 County, compared with year-earlier totals. The stron-
201991 408 169 577 gest growth occurred during the first quarter.

301991 447 300 747 One of the casualties of the leaner work force
401991 369 298 667 that has evolved over the last few years is data collec-
101992 521 553 1,074 tion and reporting, which is doubtless seen by most

public and private employers as less imperative than
many other tasks. As a result, it is now more difficult
to obtain timely data on the local economy. Therefore,

"Wumber of units for which permits were [ssued includes apariments, condominiums, and duplex units.
Source: Kentuckiana Planning and Regional Development Agency

28




both reflection of the recent past and contemplation
of the near future are more impressionistic than in
previous articles.

Those impressions, together with developments
on the national scene, lead to a forecast that is guard-
edly optimistic. Though no strong engine of growth is
apparent, there is forward movement in most sectors.
The local recession was brief and shallow—though
that is no great comfort to those who lost their jobs
or businesses. The recovery seems to be well under
way and more robust than in many other parts of the
country. Expansion seems likely to continue and to
spread in the months ahead, although | expect the
rate of expansion to slow somewhat. All in all, the
outlook is favorable for the remainder of 1992,

Richmond-Connersville-
New Castle

Ashton I. Veramallay
Professor of Economics, Indiana University East

The Richmond-Connersville-New Castle (RCNC) area
economy can expect moderate growth during the
remaining quarters of 1992, As the national economic
recovery gains momentum, it will affect local employ-
ment, income, and output,

There will be an easing of the region’s double-
digit unemployment rate, which will be a welcome
relief. Consumers, becoming more confident about
the future course of the economy, are reentering the
market at pre-Gulf War levels. They find the current
environment of low inflation and falling interest rates
very attractive. Consequently, retail trade will follow
seasonal patterns as Hoosiers explore the outdoors.
Travel, entertainment, catering, and recreational
activity in particular will post a slight increase over
the previous quarters. The Memaorial Day weekend,
highlighted by the Indianapolis 500, provided RCNC
merchants with a head start. Sales, discounts, and
rebates have been effective in luring shoppers and
improving retail performance.

Furthermore, manufacturing activity in RCNG will
rebound at a less robust level. Since real gross do-
mestic product is expected to rise by less than 3%, its
effects will be felt at the local level. For example,
businesses associated with the automobile and hous-
ing industries will see improved activity. The legacy in
leveraging and real estate in the 1980s continues to
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require businesses in the 1990s to restructure by
eliminating excess capacity, reducing overhead staff,
and destocking inventory to reduce the burden of
debt service. It also requires households to control
their installment debt, especially on mortgages, auto
loans, and credit cards. Overall, the regional economy
will fare better than the rest of the Midwest given its
relative size and attendant economies of scale.

To facilitate competitive posture, the RCNC area
must work together to increase productivity, the
measure of average output or real output per unit of
input. An educated labor force boosts productivity,
reduces costs, and increases standards of living.
Thus, education in both academic and technical fields
is extremely important for the continuing progress of
the regional economy within a global context. Too
often we place undue emphasis on athletics rather
than academics. Our foreign competitors place it in
reverse order to effectively participate in a global
economy.

Finally, conscious public policy should help
communities like RCNC enhance multifaceted eco-
nomic development. Economic development is not
the opening of a video rental store or a fast food
establishment. Rather, it is a sustained increase in
real local domestic product or per capita income.
Here again, human capital is vital in achieving this
end. The real hidden treasures of Indiana are its
people, whose potential has yet to be fully tapped. In
this presidential election year, beware of politicians
who promise no new taxes; it is a prescription for
doing nothing. Beware also of voter apathy; it is a
prescription for mediocrity. However, as Americans
we can forge a consensus to address the old domes-
tic order to ensure a vibrant economy.

South Bend-Mishawaka/
Elkhart-Goshen

John E. Peck

Professor of Economics and Director, Bureau of
Business & Economic Research, Indiana University at
South Bend

This midyear assessment of the economic condition
of the South Bend-Mishawaka and Elkhart-Goshen
communities is based on an analysis of the latest
available economic indicators for the area tracked by
Indiana University at South Bend's Bureau of Busi-



ness and Economic Research (BBER). A look at the
indicators suggests that through the early months of
1992 the area economies were performing about as
expected in the year-end forecast (/BAR, Winter 1991-

- 92). Employment gains continued to suggest that the

recovery, as for the nation as a whole, was holding,
but at a relatively slow pace. The slowness in this area
of the state was particularly evident in the South
Bend-Mishawaka economy.

The accompanying Table summarizes the vari-
ous indicators of local economic activity compiled by
the BBER. These figures are seasonally adjusted and,

with the exception of the unemployment rates and
real estate data, are index numbers expressed as a
percentage of base year 1986 values. It is noted that
comparative indicators along with percentage
changes are given for February and March 1992. To
highlight longer-term trends, the same figures are
also provided for March 1991.

Table

Economic Indicators: South Bend-Mishawaka and Elkhart-Goshen

South Bend-Mishawaka

We continue to be encouraged by trends appearing in
area employment data. After seasonal adjustment, the
overall nonagricultural employment indicator for
South Bend-Mishawaka showed a modest 0.4% gain
for March to a level 2.6% above that of March 1991.
This is the highest reading since the pre-recession
months of 1989, It will be noted, however, that gains
have been unbalanced between manufacturing and
nonmanufacturing employment. We would be much
more encouraged if the manufacturing index in St.
Joseph County would make a decisive turn upward,
as has been the case in Elkhart. To date, however, that
turn has been elusive.

Other South Bend-Mishawaka indicators tend to
be positive overall. The large month-to-month de-
clines in the housing construction data, though very
large, merely reflect the return to more normal ranges
than found in the figures that were unusually inflated

Index numbers seasonally adfusted,
'8t. Joseph and Efkhart counties.
2South Bend Tribune and Efichart Truth.

3Flgctricity sales are South Bend and Elkhari. Gas sales are St. Josaph and Elkhart counties.

SOUTH BEND-MISHAWAKA

%Change
March  February  March  February
1992 1992 1991 1992
Employment Indicators
Nonagricultural Employment'  113.7 113.3 110.8 0.4%
Manufacturing 85.7 86.4 87.8 -0.8%
Nonmanufacturing 121.8 121.8 117.5 0.0%
Unemployment Rate 6.2% 6.5% 6.2%
Help Wanted Advertising® 63.3 66.2 62.9 -4.4%
Utilities®
Industrial Electricity Sales 97.4 9441 95.8 3.5%
Commercial Gas Sales 86.7 97.8 905 -11.3%
Industrial Gas Sales 53.8 64.8 602 -17.0%
Gar and Truck Registrations’
New Passenger Cars 62.5 46.9 56.5 33.3%
New Trucks 72.4 58.3 62.8 24.2%
~ Housing Construction Daia’
Estimated Value of Permits 128.6 365.8 1167 -64.8%
Number of Permits Issued 114.7 261.0 88.9 -56.1%
Average Value per Permit 17.7 138.1 1395 -14.8%
Residential Real Estate Data
Number of Active Listings 1,523 1,465 1,329 4.0%
Average Days Listed 110 96 85 14.6%
Average Market Price $74,847 §71,665 $70,383 4.4%
% of Sales to List Price 95.2 95.0 96.0 0.2%

From:
March
1991

2.6%
-2.4%
3.7%
0.6%

1.7%
-4.2%

-10.6%

10.6%
15.3%

10.2%
29.0%

-15.6%

14.6%
29.4%

6.3%
-0.8%

ELKHART-GOSHEN

% Change From:
March  February ~ March  February — March
1992 1992 1991 1992 1991
109.3 108.7 104.7 0.6% 4.4%
101.2 100.2 95.2 1.0% 6.3%
119.0 118.5 115.8 0.4% 2.8%

5.4% 5.9% 8.1%
95.1 90.0 55.7 5.7% 70.7%
109.1 106.2 106.7 2.7% 3.2%
88.6 92.7 90.7 -4.4% -2.3%
50.6 60.6 519 -16.5% -2.5%
419 491 477 -147% -122%
76.1 67.2 5641 13.2%  38.1%
159.5 159.9 85.8 -0.3% 85.9%
109.6 1021 62.2 7.3% 76.2%
148.4 160.3 1401 -7.4% 5.9%
1,862 1,822 1,806 2.2% 31%
100 97 96 31% 4.2%
$§71,063 §71,094 §68,706 -0.1% 3.4%
94.0 94.0 95.0 0.0% -1.1%

1St. Joseph County, excluding cities of South Bend, Mishawaka, Osceol, Walkerton, and New Carlisle. Elkhart County, excluding cities of Efkhart, Goshen, Nappanee, and

Millersburg.
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in February. We have noted many times during the
recent recession that the number of new housing
permits issued index, which averaged 99.2 last year,
was nearly unchanged from pre-recession perfor-
mance. The March 1992 index of 114.7 suggests
continued strong activity in the current period.

Elkhart-Goshen

The Elkhart-Goshen employment picture is also very
encouraging—and in this case manufacturing em-
ployment is leading the way. From the depths of the
recession in early 1991, manufacturing employment
in Elkhart County has risen 6.5%, whereas overall
employment has increased 4.7%. Recent gains in the
help wanted advertising index support these other
signs of recovery. In terms of fully recovering to 1990
peaks, however, both indices have some distance to
go—=8 and 4.3 points, respectively. Employment gains
in the transportation equipment sector of durable
goods manufacturing, due principally to recovery in
the recreational vehicle industry, have outperformed
other sectors, manufacturing and nonmanufacturing
alike, by substantial amounts.
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Remaining Elkhart-Goshen indicators are some-
what of a mixed bag. Car registrations continue to be
severely depressed, whereas truck registrations have
trended favorably in recent months. As in neighboring
St. Joseph County, the volume of new housing per-
mits issued suggests that housing construction has
been less affected by the recession than other local
sectors. Activity is somewhat slower in the existing
housing market, though not nearly as slow as in the
recessionary phase of previous business cycles.

Outlook

Local trends continue to point to recovery, albeit
slower in South Bend-Mishawaka than in Elkhart-
Goshen. A recovery scenario in the area is strength-
ened by generally favorable signs being reported on
the national scene. In our view, the lagging manufac-
turing employment situation in St. Joseph County is
the most significant item of concern for the area
economy. Developments over the next few months
should help answer questions relating to the long-
term strength of St. Joseph County’s manufacturing
base.
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