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This study focuses orn economic act1v1ty in Mnchngan metropolitan - .\

ar’eas overroughly a ten-year period, from the late 1960sto the late

"+ 19708. A time marked by a fau‘iS' high degree of cyclical’ ihstablhty.

&>

stubborn inflationary pressures, an energy crisis, and an unsettled
international environment, this peripd has.been a particularly
trymg one for many of the older, mdustnallzed urban areas located
in the Northeast and North Central regions. In fact, as short-run
business hctivity in those areastended to conform closely to
national business cycles, the longer term problems associated wnth
turban decay and structural adJustments have been magnified in
some cases by the instability of the nqtional economy. Also, shif

in emphasis toward income maintenance programs designed to méet

immediate hardships associated with ]Ob losses during busing
slumps have tended to take precedence over urban revitalization

“and ipdustrial :expansion ‘programs. As a result, a local slump has

often meant that economic redevelopment efforts, limited to sorfie
degree by "economic conditions, have been slow to regain

‘momentum. While the main:concern of the study is to provide an

overview of the effects of cyclical swings, growth rates for the
périod. are compared as well. ;

Bbcause of its .Heavy dependence on the volatile automobile

. industry, Michigan has a long history as a cyclically sensitive state.
"Over the ten-year per"io\d. ;athe state's_widely recognized boom- and

bust cycle has been repeated. Important questions addressed in this
study are: What actually happened in Michigan metropolitan areas
during this unsettled period? How does local behavior compare with
the statewidle performanee? Which metrOpohtan areas exhibited the
, highest fgree of cyclical sensntﬁnty? And, which local économic

. ..activities appear to be most sensitive to swings in national business
+ activity? Answers to ‘thesg quesblgns are hkely to help business
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2 Introduction .+ L, S d

assess the'fmpacts of business™ glumps in particular market areas
and may help state ahd local officials formulate approprlate,pohcy

In addition, this- study. reveals qtrengthe and weaknesses in the -
local economies, and the results can be used to assess the probable " .
impacts of natlonal business cycles on these areas in the future ‘

1

In this study short- ruh busmees condnflons in Mlchngan
metropolitan areas are-analyzed by measurmg the behavior-of & set
of economic indicators covering three ‘major. categorigs: labor
market, construction, and banking activity.-Local fluctuations in
overall business activity are lxkely to be manifested in numerous
proceeses that ‘occur in each of those Categories. The underlylhg
assumption in the broad approach taken heia is that, like national
business cycles, local cyclical swings are-widely diffused AGross
numerous ecpriomic processes, and the timing and magm(ude of,
: these fluctuatipns vary. From this _perspective,’ smgle indicators,
hke tgtal employment or the unemployment rate; while certainly

: use'ful provide only a partial view of the performance of a local

" ecoh(Smy A more detailed examination of local behavior, covering a

wnder range of activities, is regarded as much more helphul for both
prlvate and public decision making and for implementing policy at . . -
..an appr()prlbbe time. Furthermore, the behavior of a particular ac- '
tivity reflected in a local time series, the unemployment rate, for ex-
&mple is likely to exhibit: similarities and differences among areas

dependmg on dlfferences in industrial composition and economic \

growth, among Qther things. However, identifying the causes of
variations in economic performance among Michigan metropolitan
areas is'beyond the scape of this study. The more modest objeetive
here is.to Ieasure ‘and compare mtermetropolitan performance )n
Mlchlgan acrose/comparable economic processes. °

The stu?,iy i8 organ.l d into two parks, Part discugses the data

and methods used to me ui‘e local business activity and presents a

- comparatjve anajysis of behawet in Michigan metropolitan areas.
Intrastate differences in the timjing, duratlon and amplitude of
eyclical swmgsﬂn\j) numerous economic mdh:ators are emphasizéd. In -

. cases where comparable.national and state series exist, measures of
their behavior are used as benchmarks for assessing local perfor-
mance. Part 11 presents detailed descriptions ofywhat happened in .
each . metropolitan- -area. The eleven -fections—one \fm; each
metropolitan frea in t‘,he §tdte—include a brief mtroduetory dlbcus-
sion of the area’s economic structyre and a detailed look at local -
businegs conditions reflected inthe hehavior of time series covermg .

labor market. construction, ahd bankmg activity. Charts fér the ™
. ‘ *)

ed
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Introduction 3

local series are presented in eadh section, with the organization of

material patterned closely after the Upjohn Institute’s Business
Cond,ztzone in the Kalamazoo Area: A Quarterly Review, which has
~ been’ published since 1958 For those interested in a pdrticular -
metropolltan area, the individual sectlons in Part II provide a
" detailed economic profile.

Althoug}; this study concentrates on the recent historical
perforxhanee in Michigan metropolitan areas through 1978, the set
of local indicators shown in the sections in Part II .provides a
«foundation for current, business conditions analysis. In fact, one of"
the maJor results of this study is the presentation of one use of local
time series for current busmess condltlons analysis at the substate 7
level. R -

‘ The National Setting

It is meortant at the outset to have a clear picture of the natlon s
overall economic performance, because tl\at deterniines to a
conSnderable degree the general business ehwronment for states and
local areas located in the highly mdustrnalnzed East North Central
.region of the country. Notable features of the last ten years include
the two recessxons and stubborn inflationary pressures. During that
period the nation experienced nine quarters, or slightly more than
two ye}\ of slumping business activity resulting in declines in
output,” employment, and inflation, along with increases in
unemployment. In the subsequent recovery-expansion phase, the
situation was reversed following the usual business cycle pattern.

However, there Were marked differences in the severity of the two
srecessions. The first business slump began in late 1969 after neatly
nine years of ecorbmic expansion. That recessign ended a .year
later.” By historical standards this business slump was mlld in fact,

A

l ’I‘here is one mujor dlfforenco between the presentation in Part I'T and Business -
Conditions in the Kalamazoo Area. In the latter, partitularly in the lead artlcle. local

ewnomlc activity is divided into four categories: industrial activity, labor market

conditions, banking actlvlty. and_construction. The first category, industrial -
activity, is based on the Institute's quurtorly survey of major manufacturing firms,
in the Kalamazoo area. That type of “informayion is not' available for other
motropohtan areasg in Mu,hlgan Yor an example of how sucH surfoy. data are used
for local business conditions analysis, see Paul'J. KozlowsKi, **Review of Economic

- Activity.” Business Conditions in the Kalamazoo Area: A Quarterly Heview,

Januaty. April, July, or October, 1978 and January, April or July, 1979.

2. Widely accepted busingss cycle dates have beon designated by the National
Bureau of Economic Research, Inc. ‘These dates (Ppro‘bent points in time when
agyrogato ewnomnc activity reached a cyclical pouk or trough. ’l‘hle reference
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- starts from an annual rate of about 2.4 million in the
.(.(of 1972 to _slightly less than one million in the first quar

. : . Introduction 6

it was the mildest of the six re(%ssionﬂs which have occurred in the
United States gince the late 1940s. Dur“ing the 1969- 7(5 recession,
real Gross National Product (GNP) declined 1.1 percent from peak
to trough nonagricultural employment fell about 1.0 percent, and
the upemploymerit rate rose from 3.4 percent to 6.0 percent. By
comparisan, the recession that began in late 1973 and ended in early
1975 was considerably more severe. Chart,, lfﬁhows the annualized
percent changes in real GNP by quarter for tﬁe~\1968 78 period. Note
‘thiat negative growth of real GNP occurred. thi oughout the 1973-75
recession and . was of much larger magnitu é-than that of the
1969-70 recession..Overall, real GNP fell 6.6 pércent and: fionagri-
.cultural employment drepped 2.1 percent from peak to trough, and
‘the aggregate unemployment rgte jumped from a cyclical low of 4.8,
. percent to a high of 89 percet®®(see Chart 2). Furthermore the
1973-75 recession wag also characterized by a severe slump?x '
¢onstruction activity, manifested in a plunge in new private housing
urth quarter
of 1975.

Output and employment rose during the business cycle '
-expansions followmg each recession and, as-Chart. p; shows, the
‘unemployment rate declined. However the nation was plagued by
ipflationary pressures which rose substantially when business
activity picked up. Chart 2 reveals that the declines in the inflation
rate during the recessions failed to.offset these upswings, despite
the fact that the 1973 75 slump was, severe and extremely costly in
terms of lost output and income. Consequently, the natmnwnde '
inflation’ rate exhibits an upward trend for the perlod as a whole.”

o However. the inflation rate wers inflienced by events not linked to

, swings in domestic business “activity. In- 1971, tHe Nixon

Adminissration imposed price controls-which checked the upswing’
in inflation early in the business expansion. When controls were
phased out, the inflation rate again moved upward, exacerbated by
the Arab oil embarge of 1973 gmd cartel pricipg by the Organization

evefl higher. As Chart 2 shows, the inflation rate hit a peak of over

- (ﬂ?troleum Exporting Countries (OPEC), which pushed oil pricés

12 percent in late 1974. The cyclical decline in the inflation rate wis

chronology, therefore, delineates phages of the national business cycle according to
classical definitions and is used widely as a benchmark for measuring the behavior
of qpeclflc national and subnational activities. Dates for the~1969-70 recessior are:

_December 1969—peak, and November 1970—trough;mpd-for the 1973-78 recession:
November 1973 -- peak, and March 1875 —trough. The shaded areas in Chart 2 (viii)
ant in the charts in Part 11 represent these national recession periods. .

& . ¢
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steep, and by early 1976 it had hit a low of about 3.9 percent. After
that- time, the inflation rate experienced another upswing as the

phase.> Coo .

By the end of 1978 the, economy was still in an expags“ion"b‘hage
that began in early 1975. Qutpudt, employment, and income rose -
subgtantially during the expansion, ant the.unemployment, rate fell
steddily. Nevertheless, as Chart-2 shofvs, the jobless rate at the end ¢
of 1978 was still above -its pre-receysion low and exhibited an
upward drift over the ten-year period. Thus, the period examined in U
this study was marked by-a secular rise in both the inflation and
unerhployment rates. By historical standards, the recent business
expansion, which has beén ongoing for mgre than four years, is
“old” for peacetime periods, and in early 1979 sporadic signals ofan .
impending recession appeared. Fueled by rising energy prices, the-
inflation rate has ggain moved above 10 percent. With personal
income growth failing to keep pace, consumer purchasing power has

- waned,” setting the stage for a falloff in aggregate demand. The
expected slowdown in bieiness activity is again likely to.be more . *
severe in those areas that are particularly sensitive to swings in .
aggregate spending. The state- of Michigan ranks first ih this
respect. ’ ' \,

Regional Cyclical Sensitivity

The heaujly industrialized East North Central region, which
includes Ohio, Indiana, 1llinois, Wisconsin, and Michigan, is highly (

* responsive to swings in national business activity. In fact, the five- *
state region ranks first.among the nine Census divisions in terms of
the cyclical sensitivity of em"ploymept. according to a recent study
published by the Federal Reserve Bank of Boston.® The region had
an average t,ferid%t;djmted decline in employment of 139.9 percent
during tHé last siX recession¥ relative to the national employment
: change. What this means is that employment contractions for the
. five-state region exceeded. the national decline by 39.9 percent on
the average. During expansion periods the region’s employment
. rose an dverage of 42.2 percent more than nationwide.' These
relative amplitude meagures for the East North Central region are

¢

37. hichnrd‘l". Syron, ““‘Regional orionce During Business Cyclea—Are We
Becaming More or Less " New Englund Ecobhomic Review,
November/December 1978, p %0-34 +

4. Syrou, pp. 30-31, \/ , o

de T

economy settled into its most recent business cycle expansion ‘5}&%
. . ’ . . . AR
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' ..v.subgtantlally above those of t.he other elght Census divisions,
NS leadx‘r)g to the following co l on«}"‘f'he Egst North Central region e
S _with its hxgihﬁtoportlon ofd quoodsmanufacturmgls the most .
D “ cychci&l g)art of t.he vc,oun'try bq{ zmy meaeurb of employfno‘nt v
" " chahgo e U PR '

t N '
_ Theé five states in. the' East North Central regldn ‘are far fom
UL _homogen&zus hoyv&ver Mlchlgan with its heavy dependence onthe -
N - automobile ‘industry, is- the, most cyclxcally ngitive state in the .
.. .- region and, as already naentloned has a long standing reputation as
4" .. T . such’becsuse of its past boom and bust performance. A recent
AT exampleis the performance of nonfarm income in_the state during
' thg 1973-76 retession and.in the early part of-the recovery. Dyring )
thewslump frem the fourth qharter of 1873 to the first, quarter of *
_ 1975, nonfarm income in Mlchrgan rose only 4. 6 percem in current
. . dollars, the smdllest rise’among all the states." That slow income
' owth wasdue largely to the 15.3 percent drop in wage and salary
. income in the manufagturing sector, the largest decline among the
states. However, one year after the r ession ended, manufacturmg
income in Mlchlga‘n was up 23.1 percrnt and total nonfarm income
12.1 percent, the latter exceeded only by the 18.6 percent rise in
Alaska during the first year of recovery. This sharp turnaround ip
- Mlchlgan reflects the behavior of the manufacturing sector,
e partlcularly~the automobile ifidustry.

©

Indéstry mix, narrowly defined as the degree of concentration in’

durable goods manyfacturing, appears to be one bf the most

( 1mportan(; deternﬂgants of regional cyclical responsiveness,

R although it is ceftainly not the sole factor accounting for differences
4 in regional performance. In a recent study of the effects of industry -

‘ mix gp regional fluctuations in income over the 1968-76 period,,

e Lynn ‘Brefvne concludes that * ‘Industry mix is one of the factors _-

" responsible for regional différences in cyclical beha\%lt is not the -

» . solefactor; nor is it always equally important.”’” Browpe goes on to

' ~ point out that, “‘the East North Céntral division.and New England,
both with large shares of Income derived from durable goods:
manufacturing, are more ¢xposed to shait-term fluctuations than is
the country ‘as a whope.'""" '

* . 1) Syron p 31 :
’ . Robert B. Bretzfeldor, "(‘ontrnatmg I)ovolopmonts in the Statos During*
Recession and Early"Recovery,” Survey of Current Business, April 1976, p. 32.
7. Lynn E. Browne, "Regiondl Industry Mix and the Business Cygle,” New
England I‘(onomic Review, November/December 1977, p. 48. . !

8. Browne, p. 48."

“w
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Wh;le econgmic growth and the (bgt‘ee of mdusmal*axvet;stfnc e o
tion have also peert linked to variat#ns in  regidnal cychical response, 7
s mdustry mix stands oGt s perhaps the key factor; and it is'a useful,” .
' . _ Blthough! qdmxttedly rough and incojsistent, predlictor of the sen--
.  Bitivity of regions to-national business cycles Certajnly, Michigan's- ¢
‘ relptivay large cyclical swings ip employment" and income ard’ at- k.
_ tributable*to t'% volatjlity of its. mdustnel base But since no two -
busfness cycles (or individual phages for that matter) are exactly the
- same, and since a region '8 mdustrml structyre changes over. time, "~ . !
variations in-timing and amplitude of fluctuations in the same
‘economic process can be expected froff one business cycle to the.
: next dependmg upor~the »gy in which fluctuations in the com- o J _
I)?)\ebr\lts of aggregate deman —consumption, invegtment, govern-‘ -
mend, and net éxport spending—impacy, on and filter througﬁ’ that

N .- o

-

.gtructure and how that structure has changed. - - > - : ol
: _ _ . |
' Michigan Mbtropohtan Areas '
In 1977 Ml%xgans population was estlmeted at 9.1 millio % i

'About 80 percent of Michigan residents lived in the 11 matropolitar® -
areas shown in Table 1 ™*A};gre located in the southe n half of
Michigan's‘iower pemnsula a&ﬁhey stretch contn%ouely from the -
Detroit SMSA in the easg'to the MuyskegonNorton Shores:
Muekegon Heights SMSA in the west.”” L

These ll ‘metropolitan drees can be viewed as small, open, -

" regional economies which - ‘vary in size, ‘industrial structure, and

rates of growth. The six-county Detroit SMSA had a 1977 popula- -

tion of 4,370,200, more than seven Aimes the size of the Grand

7 Rapids SMSA, which ranked second. Table 1 shows that, except for

the Detroit SMSA; the metropolitan areas -are mostly small-.

population areas. Outside of Detroit,:only the Grand Rapids and \

Flint SMSAs ‘had population ‘totals above one'half million. Note -

that allest metropolitan area in the statg, Bay ('%y' had a

. 197@bulation of 120,200, or one- thifty suc’th the sike of the -

DetrontS SA.

_ The state’s'industrial ectnvntyns also largely concentrated ih these .

| - areas. In 19717, for example,” 86.6 percent of manufactlxr'ng' jobs J
" weré located in the 11 metropolitan areas, and they accountegl for
89.4 percent of ell )dbs in the volatile durable goods industries. Of

~

-y .
9 Monme (‘ounty in aoqtheunt Michigun is nluo a metropolitan county but is part
of the loledo SMSA. It ie not inctuded in this study of‘Mlchiaun1netropolitnn uits/ng____/

, . ' }
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course, t e;DetrmeMSA qmndp qut as the dominanit’ ury./uccoun- )
‘ ting fof 49.4 percent of.total wage and snlury eleloyment in the
o7 statgfin 197Ty,61.4 percent of manufacturing, 51.1 per(,ent of non-
2R ufactdrmg and 41.3 percent of goi/(:!ynen)h emplbyment This :
: slgtotmty area aiso accounted fpr od 8p nt of all jobs in durable
\}'igoods industries. The wnumt tior of industrial activity in the
mdtropohtun areas, therefore, Suggedts that the stage's cyclically’
sensitive behavior emanates frop/swmge in business activity
o ’ .within those areas. Because of its size, the Detroit SMSA tends to
dominate overall activity in Michigan, but the behavior in other
metropolitan areas contributes to the state’s overall performance.
*Part 1 of this study deals with mtvﬁstute variations in sh¢ct-run
economic activity over a terf-year period. -

L, TABLE 1
: . Lk
: Michigan Standard Metrppohtan Statistical Areas
Ve
o 1977
 Name - ’ Cognties included Population
Ann Arbor Ypsnluntl . Washtenaw ’ 250,200 r
Battlo Crook . - Barry, Calhoun T 182,000
Bay City - Bay , 1201200
‘,: : Detroit’ ' : . Lapegr, lemgston Macomb, 4,370, 200 T
-0 , Qaklgnd, St. Clair, Wayne
U Flint . Genesee, Shiawassee 614.400
Grand Rapids . Kent, Ottawa 676,600
Jackgon. ~ Jackson v . £149,900
. Kalamazoo-Portage Kalamazoo, Van Buren 268,100
Lansing-East Lansing . Clinton‘anton’, Ingham, lonia 466, lﬁﬁj
Muskegon-Norton Shores- : .
Muskegon Heights . ‘Muakegon, Oceuana " 179,000
bngmuw Suginuw L.y 226,700

Source. ll H I)opurtmont nf( ommerce, Bureau of the Census, Current Pop%zlatw
Reporlq P-26, No. 117.22. (
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~ Measures of Local !B_usihess_'ff |
Aglivity and I_ntl]astate Variations

- ‘Data deficipncies have been recognizéd for a long time by regional

analysts as a serious problem that limits the scope of analysis at the
subnational level. In examining short-run business condifions fn
states and local areas, one cannot draw upon the wide range of
Cyclical indicators that is available for the nation. For exagnple, each
month the U.S. Department of Commerce publishes ‘over one:

" hundred cyclical indicators in Business Conditions Digest. These

series are classified across seven major economic processes: (1)
'Errlpldyment and unemployment; (2) Production and income; (3)

sumption, trade, orders, and deliveries;- (4) Fixed capital
'étnﬁént; (6) Imventories and inventory investmént; (6) Price,
costs, and profits; an,ﬂ (7) Money and credit. In addition, they are

“classified by their timing characteristics; that is, whether cyclical

. peaks and troughs in a specifi%(fg:as generally lead, lag, or are

roughly coincident with those of aggregate busipess-activity. This

large set of cyclical indicators perrnits & fairly detailed analxéi& of

economic behavior over varjous stages of the busiriess cycle,

1

" Sicha comprehensive-set of cyclical indicators is not available for

subnational economies. In general, the number. of reliable and fairl

consistent time series varies inversely with the size of the region, so

that fewer indicators are available at the local level compared to the
number available for the state. However, even in cases where a good
deal of local data exist, analysts must still grapple with changes
resulting from modifications in data and/or area definitions. These

are especially troublesome ‘at the local level where such changes .
tend to occur with greater frequency and, in many cases, are far .

from trivial. The usual result ia that intertempbrél-comparability is
regtricted, and this may have serious consequences for the type of
time geries analysis required to assess regional business c@jitionb.'

13 -
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d ’

An example of an area definition change is the addition or
subttaction of one or more counties to or from a metropohtan area,
shich effectively redefines the scope of the region's economy. A
recent example of a data definition change is the shift in 1973 in

measuring state ind local unemployment rates from a place of work .

to a place of residence basis. This was done . because the

Comprehensive Employment and Training Act (CETA) pﬁﬂﬁ in .
1973 required that unemployment mgan the same thing across :

states and local areas as well as for the nation as a whole. While this
did affect state data consnderably. it sigrificantly altered local
une yment data -in areas subject to substantial in- and out-

(:ommutmg Unemployment data were revised back to 1970 but,.
“beéause of the data definition change resulting from CETA, pre- and

post-1970 jobless rates are not strictly comparable for local areas.
As a result, a longer historical perspective was lo’st.

.Area and data definitions in this study were kept as consistent as
Possible, but in some cases, discrete breaks in local time series were
unavoidable {seé the discussion of banking below). The attempt to
maintain consistency required a tradeoff in the Jength of some
series. With few exceptions, time series used in this study began in

1970, thus limiting analysis of local bel,uvnor dmring the 1969-70
" recessidn because cyclical peaks in specific series could not be
determmed Nevertheless, consistént.time series allowed

measurements of local cyclical awings during the 1970s which were
then used to compare intrastate performance. !

) s Local .Ti'rho Sories’\ . @,

The titles, sources, and begmmng year for each serieg used in this

study are shown in Table 2. For each metropolitan area 14 time -

‘series were assembled, covering local labor market, constryction,
and banking act,ivity Similar series were assembled for the State of
Michigan as well, allowmg comparisons between metropolitan
" performance and the state as a whole.. Charts for each local time
series appear in Part 1.

Labor Market Data . ’ R
~.4 ..
Monthly data provided by the Michigan Employment Security

fho lh‘roau of Labor Statistics of the U.S. Department of Labor wag respons-.

iblo for the chnngnovor The process of change is summarized by James R. Wetzel
and Martin Ziogler. "'Moasuring Unemployment in Statés and Local Areas,”
Monthly Labor Review, June 1974, pp. 40-40,

A
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"COmxfxism(’)}; (MESC} were usad to &mamble seven md?cators gf tlie +
‘emp}oymeut/unempldymant -pituation W- each - matropqhtan area !

R

Conaistent 'monthly -data kiased on” the 197Q1)enchmark detids of
MESC were: avmlublé‘f 1970%ot five 6¥'the svven labor” market -
geries, iﬁmg on’ nm z&m jor unemploy‘ment inauwno,e were.

\ M‘ vakqf:es of Lomf }Edsmess Acuvity und l‘h?rwmte Va(mblons 5

«a".,’f )

available frpm 1968 na,awam a‘vqrﬁge weéekly hégra of ptoductnom '

. ,c'.‘
¢

» workerq t man.ufnct.uhgg indz:athbs for four metropoht;an argus

l or four SMSAs, a connintent uvorugo weokly hours serios was available from
H)()8 This was'alao the case for the State of Michigan.

YExe opt Tor Battle Creek all sories begin in 1970. Data for the Battle Cresk SMSA
are available from the fourth quarter of1971.

B[)E 2 .‘ - »,l. l' 'l "" N .'. :‘ ) - . :\ - ..

- Looal ”me’ Senes and Datu’;gources KR
o - _.-. voo L \ ) ‘t'l‘l-'.' /;,, o .f{ 2 .“.» - ’; I'Kitiql . o
' Serlqa ’l‘itle A SO “’“ . .Source . 7 Year.
.I. Labor Mu'rket"-’ AR oom L - -
Total Wage & Sdlary =~ 727 "~ * s oo
Employment» . . ..% . 7 . MESC. " .. 1970 -
. Manufacturmg I'ﬂnploymenlt~ I MESG - 1970
" Nonmanufacturing: hmployumnt Vo UMESC . T aF et
Government Employment -~ ::: 3" w1 MES(_; ST 1970 . - .\
Unemployment.Rate ..., Y " . MESG. | e 1970
* Averuge Weekly Hours:of * + e B TP
Production Workens in e, s " S e A
- Manufacturing® KRR MQSC e~ 1970 ..
- Initial Claims for : o RETERCEE
Unemployment lnsumnce R ,_.' MF’SC Vo 1968 o
[1.*"Construction T, -; o IR A
New Building Permits, o S
Prlvute Housmg - UB. Dept. of Com erte. _ 1965
Bureau of:thr(,e sug"- S
(,()nstructio_n Employment . . ., ' MEYC '1.. . '\1.9'70
’ . ‘ . ‘ gt e
I Bunkjng" - b cL
*Demand Deposits e Federat Reserve unk 1970
: : of Chicago | .
Total Deposits ..~ . FED-C l(.ag& 1970
Total Loans : S I‘Y‘D C lcagtf 1970
Commercial & Industrial . y
Loans - o FED - Cklcago ' 1970 “
Consumer lnstn.llmont Loans ., . FED - Chicago 1970 -
/
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B - ‘= The monthly data from MESC were converted into quarterly
E averages, The quarterly time- series tended to be smoother and .
* ' subject to somewhat smallbr erratic moyements than their monthly - 2P
counterparts. These quarterly time series.were sufficiently stable so’
=, that seasonal swings could be reliably estimated and removed. The '
" geagpnally .adjusted quarterly employment and unemployment
gerieg were used £o measure local cycligal swings.” "

<

'« Construction Data '
- .. Twao, seried were uged to n{e_asure local construction activity.
. Monthly construction employment data were- rovided by {MESC
. and reflect the number ofdv}rker's engaged in all types of building
activity. within a particuldr metropolitan area. Like the other
. employment series. noted above, th% monthly cdnstruction .
- employment data were t‘,rt}nsfomi'ed into quarterly series and
v~ seagonally adjusted. © " - . . -
. An Index of New Bixi_lding Permits for’priv}at;e .l:ousif'\g was
developed for each area from ‘mo'n‘t:l;ly_dat;a published by the U.S.”
" Department. of Commerce (Construction Re};o‘rtsaHousing ‘
Aluthorized by Building Permits ard Public Contract, (-40).
eficiencieés in the published data resulting from omission and
ofinition changes were overcome to a great degree 'by -
supplementing the, published- information swith reports from
individual permit-issuirny offices in the metropolitan areas. A major
problem in constructing thesew building permitg timé séries was
maintaining a cénsistent sample of government;alf units over the
}_965—7’5 period. In several cases this was possible. Ann Arbor-
Ypsilanti, Battle Creek, and Kalamazoo-Pottage have continuous
" geries from’ 1966 and ‘Saginaw * from, +3067. For the other
metropolitan aréameral governmental e were added in 1968,
“but this did not reBultin a sharp discontinuity bechuse the additions
were small relative t6 the total. Thereafter, the new building
permits series are continuous. For ‘each metrapolitan grea and the
gtate, this secies covers the lus\t; fwo ndtional recession periods.

In almost all cases these monthly time series turned out to be .
highly erratic, exhi\)iting sizable chdnges from one month to the
next. Thb irregular movements were reducpd somewhat. by
avoraging over quarters. Howéver, while the quarterly series proved
to be less erratic than the monthly series, they were still subject to
gizable erratic swings and, consequently, estimates of seasonal
movements turnéd out to be unreliable in many cases beﬁruse of the
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highly unstable nature of the non clical movements in the series.
" Even in cadeg where sensonal estl were fairly stablg, the -
- cyclical behavior-was still obscured by irregular l&g‘ﬁments' of

congiderable magnitudg. To dvercome these problems, \a moving
" average was used to smooth'the new building spertits sér,ies and
y - ’ measure cyc&ical behavior. Of course, a disadvantage of this_

procedure is that the most recent data, are lost, but this \\is' not a
. y ' , , <
' «major drawback for the historical analysis of thisstudy. - .

* To facilitq;e comparisons mong the metropolitan areas, the
. computed moving average vajues were expressed in terms of their
1967 annual average. The charts in Part I¥show these quarterly
index numbers (1967=100) as well ag the unadjusted quarterly data
(al3p in index form) for the 196577 period. At the time of this
writing, only preliminary data for 1978 were aéailable and, while
they do not appear in the charts, they were used to measure the
most recent-behavior, 5 B Lo '
L S~ / )

Banking Data |

AN
N

\ * '+ Commercial banking "data for each metropolitali area were -

e

provided by the Federal. Reserve Bank of Chicago. Fivg time series *
reflecting deposit. and loan activity were used to m asure local - -
behavior. For all areas except Battle Creek data were available from

1970. The banking series for the Battle Creek SMSA begin in the
fourth quarter of 1971, "

’ 1

Although the Federal. Reserve geries contain ‘a great deal of
information about commercial bank.assets, liabilities, and types of »

. deposits and loans, the data present two major problems for

' business conditions analysis. First, over the period examined, the

number of banks inciuded in the data collection procedure chahged.
Although this did not lead to a substantial break in the series in .

. most areas, a discrete break was evident in sevéral’areas when

- banks were added. The ost outstanding example of thig procédure ~ |
change dgccurred in the ;:ta for the Battle Creek SMSA Netween the
first and the second‘l]u rters of 1973, when tha number oﬁqg){.rting

banks increased from fhree to six, resulting in a 60 percentump in *
the current-dollar value of defmgnd deposits in that area i one
quarter. Such rqporting changes were considerably less in other
.~ mgtropolitah areas but, overall, they imposed some upward bias on
;- the banking data that could not be eliminated easily. Secong}, ,in
some instances the number of ‘quarterly. observations was not, large.

~
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, 18 Meansures of L(}c&l Business Activity and lntr’as@teNnriaLions ~
For example, only s mmnual ‘data_were available from. 1970
through 1972, for (kg)omts and total loans. This restrieted
estimation.of eeasonal movements to the post-1972 years, a rather

.. short time period. While the seasonial estimates for these series were
» stable, they must be x;\egarded as préliminary anaysubject to revision oot
.S as more ata become dgvailable. Commercial and industrial loans and
condumjer installment ldans were available only on a semiannual
bagis ‘through 1975, quarterly thereafter, Consequently, the,
relatively short duration of those two séries precluded any reliable
¢  estimation of seasonal factors, even of the most preliminary nature.
¢« Given these two limitationg the banking series behaved reasonally
well over the period, with rio extremely perverse movements
evident. .

The demand and total deposits series appearing in the charts in
Par ”de on whigh measurements of cyclical behavior are based, Y

were\reduced to constant-dollar terms by deflating each quarterly

e\with the Consumer Price Index (CPI). The Detroit CPI was

6 deflate the two Dbtroit ¢ deposns &nes with the nationwide

CPF being used for all other Michigan metropolitan ard®s. The

7 deflated series were then placed in index form (1972=100} for

comparative purposes. ()n the other hand, the loan series, which
also appear in charts in Part- 11, were left in current-dollar terms.

? 9

4

Cyclical Behavior, '

The m‘mng and amplltude of ' short-run ﬂuctuatlons in- the -
fourteen series for each metropolitan area " were measu[ed by .
determining cyalical .peaks and troughs in speuflc series and then ¢
‘computing percent Lhanges in series’ values between those dates. i

v * Althouglr seasonal swings were removed, as discussed above, the
gseries -were not adjusted for secular trend. Consgfuently, the
amplitude measures reffect both trend and cycle b&havior .which- 2
represents actual expetience, the primary concern of this study.
Speuflc cycle turning points for these series were then compared
with those of national busihess cycles: so that, unless~ stated
otherwise, cladgjfications of leading, lagging, or roughly coincident @
local behavior refer t¢ the timing of changes of movement of
indiwidual series for the metropolltan areas relative ta cyclical

. g,
. swings in the natlonal economy (reference cycles). , ®

It should be noted that expansions and contractions in the local
series generallp conformed to national business cycle patterns. In

'

5 B ) . “
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other words, during a national recesston those local seﬁeé that{
would be expected to decline (manufacturing emplqyment, for .
~ exarmple) did so,. while thosge. that typlcally\m:se dunﬁg, a business
- “slump (the unbmployment rate, for example) behaved as expected in

most , casés. [Therg’ were some notable exceptions, however. FTwo
metropolitan aréas, Ann ArborYpgilanti ‘and . Flint; did not
experience a cyclical decline in new buiflding permitst

. Muskegon-Norton Shores-Muskegon Heights, and Saginaw[SMSAs

to the 1969-70 national recession. A)so, the Ann Arbor Y(sllantl,

experienced only a slowdown in growth, but not absolute detline, in

., the turrent- Zvolume of tota} loans during the 1973-75
\ recession.. Final only 3 of 11 areas experienced a decline in

government employment and orily 7 of 11 areas had a falloff in the
current-dollar voldme of commercial and industrial loans during the

1973 75 recession that can-be classified as cyclical. ,

While cyclical swings in business act\vnty, in Mlchlgan'-
metropolitan areas conformed to national pgiterns, there were

substantial differences among. the 11 areas in both thé timing and
amplitude of fluctuations in labor market, construction, and
banking activity. These mtpstatevva’)abons in performance are

discussed below. . s p

»

Timing @ T ‘
N \ . ¥ . T
Table 3 .shows the number of metropolitan areas where turning

. points in 14 sgpecific indica brq led, lagged, or were roughly
cojncident with the national business cycle peaks of the fourth
quarter of 1969 and 1973. As dnsoussed above, many of the local
series began in 1970, so that timing comparisons with the business
cycle peak of 1969 are rather limited. However, for those series that
were available, verage weekly initial claims for unemployment
insurance, the average workweek of manufacturing workers (four
areas only), and new building permits, leading behkivior was the

_ dominant characteristj¢. The longest leads occurred in the new
building permits serids, with the average lead time bef6re the 1969 -

national peak amounting to 6.6 quaiters for the 9'metropolitan
areas expériencing a comparable Cyclical decline. While that is a
rather long average [8ad, it should be noted that the group average
was infleenced by very early downturns in the Battle Creek and

_‘Kq;amazm'yPortage SMSAs. If those two areas are excluded, the

average lead js 4.3 ?mrters for the other 7 metropolitan areas. That
just about equals the four-quarter lead for the statewide series, and
18 qnly slightly above the. three-quarter lead of the natjgal series.

Y

Ry

't conformed g |
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v ‘ /7 Leads angd La s at Natlonal Buemess Cycle Peake - e
i ‘Number of SMSAs* ' . (\f
R & ] ¥ R - -
N o ' L J ‘N‘m9‘l1)°” 2:;;;": Cyclo JAveragG Ioud Averg‘gd lead
B _ 4 [ & Peafir N (-—)(‘)M{g(H BA\—)or lag (+)
. - , , -‘ . . . jt-‘ [ * Rouehly (qu Roughly . (qunrtels) [] ‘

' © Series - .. I' Leadig, o Lagging Comcndont Coincident | .~ oo
e : - % o »— ;

Iotul & Salary . : - 1 f s / K \"‘\ o F

\Pﬁploﬁpmn SR . NA |- NA NA AR 6 - -h‘NTH)'.B )

° Manufagturing E mployment. . ‘ , NA NA —_ . 6 1, —058

Nonménufacturing Employment | _ - A NA~ O NA Dol 2 +1.8

% Government Employment NA - NA NA' R 2 » -03 -~ 7,
. Unemployment Rate . . NA . NA . ‘NA . 3 0o —-14 -

& " - «® ’ . e . E -

= Average Woekly lmt{ul - /"‘ A SR =N \ - . S ST

- - Claimsfor Ul . n.. 0 \\ 0 o9, BN R L 1 \—/1.7 o

/" Average Workwoek, prod. A ‘;h BRI S A / - . '

s workers, mfg . . . R I v L0 _ . .10 0 o0 =27 o, .
7 New Buildir)gl‘crmlts : - 9 0 0 - 66 - | .10 Q 1 s —40 o
Construction Employment . - - NA CONA NA B 2 - 1 -3.0 .
Deflated Damand Depodits - NA NA "B NA | 1’ 0 o —'3.,’ :
Doflated Total Depigsits « | "NA R ha & Na A 8. . 1] 2 —/f. .

-~ Total Louns .+ .. » -} NA ¥ NA NA = %P0 7 1 +1e
Commercial & lndust.rlnl Louns NA NA NAC _ 2 ! 4 1 409
Consumer Installment Loans NA | "NA- | NA -, 0 7 4 +1.6

) i Note: NA i_h(licntou that consistent local dapa were not available.

A1 - ” .
) " Klovan SMBAs wero considered for sach series. [n some casus, locnl pmm‘h which conformed to r}utionnl business cyclo ponka wero hot diacernible. Consequently, 7
‘ the total number of arens ia loas than elovon for some series.

LS
« tor four areas, Ann Arbor-Ypsilanti, Bay Ciy. Jackeon.band Snginuw thie surios beging prior to 1969, For (.ho otm)r soven uroc'm, & 'consh}tont average *
workweok sgrios starta in 1970 so thut poaks confo ming to thatwnational peak could not be deteymined. ‘

“ ‘. . - . v - ,V’

- (




47\

&
s .

\Measul‘ea of Local Business Activity and ‘lntrgstate‘v_aria"_tioné 21

.—. " . /fhg same,is true of the a'vémge‘lead of 3.9 quarters for average
y - » weekly ipitiabclaimg in Michigan metropolitan areas, which only
SR 5 slightly exceeds ,#he _three-quarter lead of the national average
‘ weekly initial claims series, Although an average workweek series -
‘ was available only for four metropolitan areas in the late 1960s, all
| v four hit peaks before thg r.ecessy)n began. Franh this limited set‘of
.« data it uppear§ that the timing charactenstlc for the group of
~ metropolitan ardas in Michigan were quite similar to their national.
' 'ou‘nterparts oxt the average, although a good deal of variation ,
xists.” P

All 14 series were availabl¥ for timing comparisons with the 1973
national business-Cytle pealg However, two series.government
_ ployment and commercial and industriad loans, showed lijtle
cyclical sensitivity ‘among the metropoht:an areas during the
-recesgion, with<only- three areas experienciig 'what could be
classified as a cyclical ‘cortraction in government employment and ’
_-only seven areas suffering an absolute degfine inthe current-dollar
* volume of commercidl and industrial loans during the 1973-76 =~ -
recession. No clear tlmmg characteristics were evident for those two

<~ series. {’\ _ e

Among .the 'labor market indicators the unemploymé‘nt rdte,
aveyage weekly ipitial claims for unemployment insuranc the
-average Wworkweek had cyc ical turning points occurring in arlly/all/ :
_ areas before the national recession began. Lead timing at business .
cyele peaks is a wfably recognized characteristic of each of* these
geries at the national level that'the timing behavior in Michigan
metropolitan areas at the/ 1978 peak was mnot out® of line with
fyexpectations. - '

Peaks in total wagé and salary employment were roughly
coincident with the national bl‘;‘smess cycle peak in'the majority of
areas, but in four metropolitan areasKCfrand Rapids, Kalamazoo-
Portage, Lansing-East Lansing, and/MuskegoryNortdn Shores- - .
Muskegon Heights, dedines did not begin,unptil he recession was -
well underway. Of the 11 metropolitan &eas ooty the Saginaw.
SMSA experienced a downturn .in total wage.and salary
employment before the recession began, due to the early. peak in
lotal manufacturmg employment, which accounted for just over \

2 ’l'bo lond for average weokly initial clpims“varied from seven quarters in the
Ann Arbor-Ypsilanti SMSA to one quarter in the Jackson SMSA. Thecoefficient of
variation for the 11 areas is 370. For the new building permits series the weﬁl?lont
of variation i i8 .1806. ‘
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7
41 percent of wage and salary employment in that area in 1973 The = \‘3

‘other areas that. ex?erien?:ed; early peak® jn manufatturing ¥ L.

.employment were Battle Creek, Jackson, and Kalamazoo-Portage, ' %

- but the leads were not long;~amounting to, three, twq, and one:

- Detroit and Flint SMSAs to coincidence in t

v

‘national business cytle peak. Table 3 shows that the leading

quarter, respectively. Except for the Saginaw SMSA, the e

métropolitan areas heavily dependent upo# aut, _mqule-production - y

experienced downturns in total wage and salary and manufacturirg
employment, that. roughly coincided with the start of/the natjonals

recession in 1973. In the nonmanufacturing sector, nine of the ten i

metropolitan areas experiencing a falloff in employment during the . ». -
recession had peaks that occurred at or-after the national business
cycle peak. In, other “words, lagging behavior domjnated the”
performance of nonmanufacturing employment. - :

L

In nearly all-hx’étropolitan areas in the state, the two indic‘aﬂ;r:; of _
loeal construction activity led the business cycle peak of 1973, A% Vo
was the case with the 1969-70 recession, new building permits hit a ik
peak well before the national business slump began. Thé, averagé

- _ lead for the 11 metropolitan areas was four quarters, which equals

the.lead exhibited by the national series. Among the metropolitan
areas in Michigan, timing ranged from leads of Eigﬂt quarters\in the
e Bay City SMSA. -
Employmentiy the construction industry also began falling in most
areas befo;?;w recession started, for an average lead of three

- quarters, There wipe three notable exceptions to the leading . -

behavior/ of construction.employment: the Gyand -Rapids series,

- whose peak was roughly coincident, and th Kalamazqo-Portage

and Muskegon-Norton Shores-Muskegon Heights SMSAs, where ..
short lags were eviderit: Interestinply, those three metropolitan
areas are located in western Mithigan. - )

In the b'an(kin;; sector, deflated démand and total depbsﬂ:é led the.

tendency was somewhat stronger for the former. than the latter .
geries, with all metropolitan areas in the btate exi)erienc'i,n'g early
peaks in deflated demand deposits. The average lead among the s
group was 3.1 quarters, with six areas leading by four quarters ﬂQq

five areas by two quarters. For the state as a whole, deflated

demand deposits began declining four quarters before the-national
recession started. On the other hand, total loans and consumer -
installment loans, both in current-dollars, exhibited lags. Of t:;/ ~
eight metropolitan areas where the volume of loans suffer "
absolute declines, seven did not begin falling until the recession was

well underway. The longest lag, three quarters, ocgurred in'the Ba):’
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. . L . )
o : ‘City, Grand Rapids, and Lansing-East Langing SMSAS. The latter
o area, along with the Ann Arbor-Ypsilanti SMSA, also d&splay(‘ad' the
o “longest lag in consumer installment loans, four, quar%;s Overall,
v . then, ths peak timing behavidr of the banking-s¢ries 1 Michigan -
- "~ .petropolitan areas was quite similar to the behavior of comparable -
ndtional series. o .o ‘ -,
. Table 4 shows the timing charat;teristics of the same 14 local series
at, the national business cycle troughs of the fourth quagtgr of 1970
> dnd the first quartey of 1976. Lagging ‘and roughly coincident -
behavior dominated the trough patterns for total wage and salary”
and manufacturing employment. In 7 of the 11 metropolitan areas -
the upswing in manufacturing employment lagged behind the
national business cycle recovery that began in early 1975. In five of
. " those areas the lag was short—one quarter—but manufacturing
employment lagged by fivequarters in the Jackson SMSA and three
quarters in the Muskeg MSA. Combined with the two-quarter
- " lead before the recession in the Jackson SMSA, the lag. in
manufacturing' éﬁ{ploym'ent, at the trough gives this area the longest -
cyclical downswing aimong the state’s metropolitan areas, 19
quarters or 3 years. Furthermore, total wage and salary employment
in’the Jacksen SMSA lagged considerably at the trough, resulting in
- the longest contraction for this series amgng the 11 metropolitan

S ) areas. The unemployment rate lagged in four areas at the 1970 )
trough, and in seven areas at the 1975 trough; behavior that is not
vt partiCularl?cunuéuaI, since the h’ationwid_e’ jobless rate also exhibited

lags at both troughs.-For the most part, the timing behavior of local
‘labor market indicators reveals that turning points in these activities
- did not begin before the start of ttie two pational business recoveries,
- and in many cases short lags were evident. '

-# . Ty .
The outstanding timing chadgeteristic in the construction sector .
: is the lagging behavior of loyment, particularly at the 1976
trough. In all 11 metropolitan areas construction employment .

.lagged, with the average for the group amounting to 4.9 quarters.
Liags of eight quarters eccurred in the Ann Arbor-Ypsilanti,
RN Jackson, Kalamazoo-Portage, and Lansing-East Lansing SMSAs,
. .+ and for thé state-as a whole construction employment lagged by five
quartgrs. Given the early peaks in most local areas, these long lags
- n&;ﬂ?ei 1976 trough resulted in contractions in construction
employment of fairly ‘long. duration in all Michigan mettopolitan
areas during the mid-1970s. '

t4

“ In the banking sector, the timing of troughs in the degategl
o, - . oSN
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) - 'I‘ABLE 4
w , . - Leads and Lags at, National Business Cycle Troughs
" "o ' Number of SMSAs" . ' o T
, Nuti?nul Business Cycle . Avorago lead{ . Nuti?nul Business Cyclo Avorage load
- “Trough: 1970:4 () or lag ()0 _ & I'rough: 1975:1 (~) or lag {+)
v L : Roughly *| (quarters) |- - ~ Roughly {quarters)
a4 . Series " Leading .| Lagging | Coingident | « [ l,eqqing,' Lagging | Coincident -

) 'l‘otul Wugo & ‘lnlury , : R . ‘ :

' -BEmployment ... . -0 3 8 a +00 0 ] b 6 +1.2
Manufwcturing Employment 0 Y -3 8 © 4056 0 7 4 +1,2
Nonmanufacturing k5 mploymont 2. 3 6 +0.6 0 4 -6 +0.4
Government Employment .- 1 3 T +2.0 2 1 0 ~0.3

N Unomploymont Rate 1 s 4 6. - +0.8 ’ 0 ‘ 7 4 +0.8
- - Average Weekly [nitial ) . - . ’
y Claims for Ul . 1 £ 8 a+0.l e 9 ' 2 7 +0.3
Average Workweek, prod. . - C )
~ workers, mfg. ' 1 6 4 +18 3 'y 4 o -02
New Building Permits 8 1 0 ~2.2 o "3 b -0.3 *
Construction Employment J 4 4 [, +0.3. 0 11 -0 +4.9° '
Deflated Demand l)opoz{usl' 8 0 2 <18 1 L0 . 11 T , +b.9 ’
Doflated Toval Deposits 10 0 . | =x20. 2 8 1 +2.0 '
T'otal Loans” 8 0 o] o~180, | 1 o 0 +2.6
. Commercial & Industrial Loans" 1 2 % [ +04 -2 b 0 +1.9
Consumer Installment Loans 4 | G 4 i -0.7 - 1 10 . 0 +l Vi ,
T s v LN
® Bl an SM8Ap woro conaidored for ench serigs. In pome casos, local troughs which conformed to national bunmoun cyclo poalls wero not discerniblo. Conseguont- !
ly. thé total number of nrons ls loss than oleven for some aerion. @
b 1h vome gados, the inltln[ value in the soriva was choson as the upodﬂc cyclo trough value, Son charts h; Part M. ) N\

¢ . . v - [N
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dopomi1 al:d otal loans series differed considerably at the two
national Rudingss cycle troughs. At the 1970 trough leading
behavior dominated, with no lags evident. In contrast, lygging
behavior gharacteriged each’of these series at the 1975 trough. The
lags in'deflated demand and total deposits, which were fairly long in
some cases, appear to be unusual because of the lead tendency
inherent in such series.. However, it should be noted that the
narrowly defined money supply, which inclides cash plus demand
deposits, also lagged nationally at that time and has recovered only
slightly from-its recession low. Therefore, the lags in the deflated
demand deposits series in Michigan metropolitan areas are not
unique. At least some of the lag is attributable to changes in

/fmanual practices andrllaws which have Jmpa«.{ed on the use of

deinand deposits by i dividuals and businessés, resulting in a
slowdown in the growth rate. But déflated total deposits, which .
include demand plus time dep\dslts at commercial banks, also lagged
at the 1975 trough. This appéars to be the result of slow growth in
the current-dollar volume of total deposits ‘at commerual banks
compared to the inflation rate.

The impressian left by the timing perfprmance of the bankmg
indicators at the 1976 business cycle trough is that recovery in
Michigan metropolitan areas began later than nationwide. The lags
in some of the labur market and. construction indicators support
that conclusion. Thus, $he duration of the slump ih business activity
in Michigan metropolitan areas appears to have been longer than
the national recession. During the period examined, the earliest
signs of local business downturns were evident in the indicators of
construction activity in most metropolitan areas. But several
indicators of local-labor market and banking activity also exhibited

early peakq ,

|- L 3

Amplitude

The magnitudes of the cyclical swings in the 14 local economic
indicators are given in Tables 6, 6, and 7. Table 5 presents the
amplitudes of the cklical expansion phases that generally - -
conformed to the national business cycle expansion of 197(0-73. The
measures shown in the table represent absolute values of the
percent change in each series from its initial trough to terminal
peak. Table 6 shows the absolute values of percent changes (peak to
trough)'in each series for the ¢§clical contraction conforming to t\};o
1973-75 national recession. Finally, Table 7 gives the_ absolu
values of percent changes in each series for the éxpansion phase\j
conforming, to the mobt.recent national business cycle expansion

~an




X TABLE 6 Coe
Amplitude of Expansions in Speciﬁc Sories Conforming to the National Business Expansion of 1970-73'
e - o ' "Musk.- |
Ann Kh - Lans. N.8.--
) Arbor | Battle Bay ' Grand | Jack- 700 East Muek. (. Sagi-
Series Ypsi. Creok’ | City | Detroit| Flint | Rapids son l’ort Lans. Hts, naw - | Mich.
P AU PR SRS 0 US4 N - g PRI, JOUOTY SERURRERRRY P [ R T B B ] JER TR
Total ano & ‘ialnry ) , .
Employment 20.4 9.1 19.8 13.4 40.7 19.4 1 17.4 17.1 23.9 13.6 - 31.3 16.2
Mfg. Employment. 38.0 8.9 20.9 19.4 98.6 24.0 21.7 14.0 67.4 14.2 64.7 23.2
‘Noumfg. Employment 34 9.7 23.0 120t I4 18.1 | 232 b 22.6 14.2, 19.8 14.6
Govt. Employment b 14.9 [ b 21.6 b b b b b b b
Unomployment Rate . .| 417 29.7 48. 36.8 67.6 4 84.2 |© 467 38.4 46.0 43.0 37.3 36.7

Average Workweok, . ‘

~ prod. workers, mfg. 16.0 9.3 b 154 18.8 381 149 4.4 ] 1938 12.1 1.8 11.3
New Building Permits 130.1 | 269.0 | 176.1 60.9 4| 10456 | 1074 | 1385.2 | 2000 | 1484 | 11568 60.0 61.3
Construction Eniploym't|  30.0 23.6 70.0 9.6 21.8 32.1 33.4 29.4 21.6 438 321 16.2

Average Weekly Initial ‘ . : .
*Claimas for Ul 66.8 10.1 64.3 60.6 69.7 69.56 66.5 44.4 64.6 68.1 704 62.6

Deflated Domany : : A . R

Doposits® .. 1 13.0 d 16.6 | 26.3 246 | 21.2 20.2 0.2 | 267 1908 | - 234 | 24.2°
Deflated Total ! [ :

Deposits’ . 19.3 d .| 228 | 216 33.6 206.6 | . 26.1 83.6 17.8 34.1 28.2 | 20.0°
Total Loans' b d 262 | 472 |- 626 69.6 66.6 69.6 40.6 b b b
Comnm. & Ind. Loans®* | b d 16.8" | 40.2f 44.4' | 86.( 60.6 b - b 91.1 | 39.7
Consymer Installmont ) : )

Loans® 48 04 d 41.3" | 8.8 6.0 176 | 154! b 129" 869 | 1427° | 0699

"Amplitudo moasures roprosont porumt chnngoo lrom trough to ponk dlsrognrding tho nlun lor opodﬂc ph-naos -oonformlng to tho 1970-713 nauonnl buolnoss cyclo
expannion. P -

i xpansion pl;nso not discernible. } &
“Fxeopt for Ann Arbor-Yppilanti and Saginaw, the beginning value olthe sories wap thoson sy the initial trodgh vgiue for Lhe nxpansion pdgiod.
"dFor Battle Crook data prior to 1971 woere not availablé go that the entire expansion phane could not be meanured.
"Baned on nonsonally unndjt?nmd data. )
'Houinnlng valuo of the series choson ag initial trough value for the expanalon period, )

+
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“ TABLE 6 . " ,
3 '. QP /
Amplitude of Contractions in Speciﬁc S”eries QOnf ot § i to the l97&7’6 National Recession
- ' x X ) Musk.-
Ann , S ;| Kaia- [ Lans. [ NS- | ,
! Atbor | Battle Bay : Grand |""Jack: | mezoo | East | Musk. | Sagi-
Series Ypsi. .| Creck | City |Detroit | .Flint | Rapids [ son Port. | Lans. | 'Hts. | naw Mich.
al Wage & Salary © 4 ' A
mployment. ..... 8.0 63 | . 6.0 8.1 13.4 6.1 8.9 3.2 3.9 43 | - 11 6.9
"M(g. Employment. 26.0 16.7 <}/ 19.2 | 201 | 265 183 |. .26.6 N 136 246 |. .15.3 20.6 18.7
Nonmfg. Employment . 6.1 2.2 $2.2 3.6 6.6 > 1.2 4.6 b - 1.7 2.4 3.7 34
. Govt. Employment b 8.6 b b ‘83 1 b 4.7 b b b b b
Unemployment Rate . . 231.0 146.2 160.9 140.4 220.4 148.0 212.6 160.0 204.6 163.8 192.9 148.1
Average Weeokly Initial | \ L RE
Claims for U1® . 638.8 396.7 301.7 376.1 622.7 4562.6 282.0 268.0 222.9 198.3 603.9 301.1
o (337.2) | (104.6) | (324.8) | (237.9) | (478.4) | (137.7) | (263.8) | (176.9) | (342.6) | (227.2) | (466.1) | (193.2)
¥ verage Workweoek, . * -
prod. workers, mfg. 13.6 5.3 b 12.6 . 14.6 6.3 7.6 7.0 14.6 7.1 12.6 9.7 ™
New Building Pormits® 886 | 846 | 723 | €76 | 796 | 463 [ 389 | 763 | 7.2 | T | 782 | 662
(b) (666) ! (644 |(293) ] (b) .| (48.0) ] 33.3) ] (683 [(634) ]| (33.1)](3L6) |(21.5)
Construction Employm’ t 38.4 333 47.1 24.9 339 | 207 46.0 18.2 24.2 13.0 40.6 23.6
flatod Demand . ' A RN .
oposits . : 21.¢ 28.9 31.8 29.0 -26,7 24.4 26.4 26.1 28.6 26.4 19.9 ‘31.1"
- Deflated 'Total ‘ : ]
Depoaits 8.4 16.7 17.8 11.8 13.4 9.1 10.3 14.7 ~16.7 11.0 6.0 11.2°
Total Loans .~ b . 98 4.1 1.0 4.8 4.8 «6.4 5.1 4.8 b b b
Comm. & Ind. Lonna b 26.1 21.4 7.8 69 | '-b6.6 18.3 b b b 12.2 0.8
Conaumsr Installment .
Loane® L ] An | swe ] eo | e | eo| w7 | waf b | sa] es | 62| 66
aAmplitude moaduma ropronont pou.ant changos ftom mnk to trough, (liomgntdlng tho aign, for spucific phnoomconformlng to the 1978-76 national l)uulneas cyclo
contraction. .
"(,pntrm'tlon phase not ovident. ) *
*Numbers In parenthesvs are comparable measures for the 1909 7() roconsion, ; \
“Modauren baned on non‘nnlly unadjuoted data. *
LY
. ‘o \
y 1 .3" v




TABLE 7 )
_Amplitude of Expansiona in Specific Series  Conforming to the National Business Expnnsion Starting in 197"

- o ——

. ) Musk
Ann _ Kala- Lans. N.S- .
Arbor | Battle'| Bay A Grand | Jack | mazoo East Musk. Sagi-
Series Ypsi. | Croek City | Detroit [ Flint Rapids | son Port. Lans. Hts. naw Mich.
Total Wugo & Sulury : & :
bmploymont . " 214 10.5 19.6 13.6 27.9 176 | 8.8 129 - 17.2 108 | 233 16.6
Mfg. Employment - 46.1 49 39.3 18.6 40.6 29.0 17.8 18.1 36.3 11.7 34.6 20.0
Nonmfg. Employment 16.8 16.6 16.2 13.2 26.4 12.9 10.9 b 13.9 16.6 14.7 14.9
Govt. Employment |l b 20.8 b b - 9.9 b~ b b b b
. Unomploymont Rate 64.0 60.8 67.3 48.8 66.2 63.0 66.2 b62.1 . 58.6 50.0
Average Weokly lmtwl ’
Claims for U . . 77.3 66.6 72.8 62.2 -69.9 69.8 61.8 48.4 86.6 69.2
4 Average Workwook, . ‘ L] '

- ® prad. workers, mfyg.. 13.2 3.2 b 11.8 22.7 74 10.8 6.0 | 146 8.4 19.9 9.3
New Building Permits 162.9 | 2403 | 1439 | 93.8 194.7 829 | 141.8 | 212.1 | 1821 | 196.6 79.9 60.1
Construction Employm’t| 37.6 214 100.0 h$.0 87.8 29.6 64.6 19.4 14.9 60.0 40.9 47.6
Deflated Demand : . : ) J/ S .

Deposits . . 148 19.0 143 | 167 26.7 |- 22.2 16.4 11.2 9.6 69 | .216 | 19.4°
Dofluwd Total : b2 | ' '
. Dyposits 196 | 97 | 163 | 86 | 188 | 148 | 69 | o1 7.1 81| 171 9.5°
N . ’l‘(m? Loans . . o b 11.7 89.0 29.2 42.6 40.7 27.3 32.1 - 26.3 b b b
m. & Ind. Loans® | b 53.9 118.1 32.2 b 67.7 b b b b 879 | 334
Consumer Installinent - : i
Lonna " 72 l '497 lOlO 647 . 809 496 366 1 b i 348 40.0 "| " 64.3 61.4

" /\mplitudo moasures rupronont pemmt. dmngon from Lro\mh to thie most recont high or Iow diurogurding the nign for spocmc phasen confurmlng to the nationgl
businesn cycle expansion that began in early 1975. ‘I'hese measures are pretiininary since expansion phasds may be incomplete.

b xpansion phase not discernible. . !
¢ Banod on sengonally unadjusted data.
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“that began in th(; first quarter of 19756. The measures in Table 7

represent changes from the trough value to a most recent high or
low, depending upon.whether the series is a positive or inverse

" geries. In mrany cases, these measures may reflect. incomplete
bhases because it is not yet clear whether the national and local . "

expansions have ended and business contractions are underway.*
‘The measures presented in the three tables reveal wide disparities in
performance among Michigan metropolltan areas durmg phases of
the business cycle.

Note that among the labor ma}ket indicators, manufacturing
employment and the average workweek of manufacturing workers
_exhibited, sizable upswings and downswings in the Ann Arbor-
Ypsilanti, Flint, Lansing-East Lansing, and Saginaw SMSAs. This
is not at all surprising, considering that each of those areas is
heavily dependent on the automobile industry. During the 1973-756
recession, manufacturing elnplbyment fell 26 percent in Ann Arbor-
Ypsilanti, 25.5 percent in Flint (and Jackson), 24.5 percent in
Lansing-East Lansing, and 20.6 percent in Saginaw, while hours

worked fell 13.6, 14.5, 14.6, and 2.5 percef\t, respectively. Table 5

and 7 show that the two expansions were also relatively strong in

each of those four areas, resulting in a high degree of overall cyclical

gengitivity in their manufacturing sectors. In contrast, two of the
areas least dependent on durable goods pk@uction, the Battle
Creek and Kalamazoo-Portage SMSAs, exhibited the lowest degree
of cyclical gensitivity within their manufacturing sectors. During
the 1973-75 recession manufacturing employment fell 13.6 percent
in the Kalamazoo-Portage SMSA, the mildest contraction among

Michigan metropolitan areas and]learly one-half the magnityde of . .

the severe slump that occurred-in the Ann Arbor-Ypsilanti SMSA.

The swings in total wage and salary employment do reflect the
varying degrees of volatility of local manufacturing employment,
but not perfectly. Total wage and salani' employment in the Flint
SMSA exhibited the most cyclical sensmwty. total wage imd

employment in the Kalamam(rport,uge SMSA the least. Despite’
having highly volatile manufacturing sectors, contractions in total -
. wage and salary employment in the Ann Arbor-Ypsilanti and

Lansing-East Lansing SMSAs were relatively mild due to the
moderating influence of the large and fairly stable nonmanufac-
turing and government sectors in each area.

The Ann Arbor-Ypsilanti, l'lmt ‘and Sugmaw S5MSAs also
¢xhibited sizable swings in average weekly initial claims for

L
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unemployfent insurance. Data from 1968 were available so that
behavioy during the two recession periods can be compared. During
the 1969-70 recession average weekly initial claims rose 337.2
percent in the Ann Arbor-Ypsilanti SM?SA', 478.4 percent in the

. Flint SMSA, and 456.1 percent in the Saginaw SMSA, with the

areas ranking fourth, first, and second, respectively. The Lansing-
East Lansing SMSA ranked third in this respect, as average weekly
initial claims rose 342.6 per&nt. Table 6 shows that the Ann Arbor-

~ Ypsilanti, Flint, and Saginaw’ SMSAs ranked first, second, and

third, respectively, in terms of the cyclical rise in average weekly
initial claims during the 1973-75 recession. Although that business

slump was more severe than the 1969-70 episode, average weekly .

initial claims actually rose less in the Bay City, Lansing-East
Lansing, and Muskegon SMSAs. In all other areas, the state, and
the nation, the cyclical upswing in avérage weekly initial claims
during the 1973-76 recession was substantially larger thamthat of

" the 1969-70 period (see charts in Part I1).

During- the two business expansion periods, sizable declines in
average weekly initial claims accompanied employ ment ups.wingé in
each metropolitan area. Tables 5 and 7 show that so far during the
recent expansion (1975-78) the falloff in average weekly initial
claims exceeds that of the previous expansion (1970-73) in all areas
except Grand Rapids, Jackson, Lansing-East Lansing, and
Muskegon. Despite declines since the last recession, however,
average weekly initial claims in all Michigan metropolitan areas at
the end of 1978 remained above their pre-recession lows. The
business expansions in these local areas, therefore, have failed to
pull average weekly initial claims down enough to offset the sizable
runups that occurred during the recession. Consequently, this series

+exhibits an upward trend over the entire period in all Michigan

metropolitan areas and the state as a whole, a phenomenon also
noticeable 'nationwide.'

The behavior of the local unemployment rates is similar in that

the recession led to sizable upswings, and, in most cases, the
declineg during the 1975-78 expansion have not offset the previous
increases. The hardest hit areas during the recession, i.e., those with
large peak to trough percent changes, tended to be the areas where
the slump in manufacturing employment was particularly severe:
Ann Arbor-Ypsilanti, Flint, Jackson, Lansing-East Lansing, and

Saginaw. In fact, the correlation between the amplituges of those

two series for the recession period is +.85, which indicates a strong
association between the magnitudes of the contraction phases of

r
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manufacturing employment and the jobless rate across Michigan
metropolitan areas. This positive relationship is aldo evident during
expansionsyalthough the degree of association is not as strong as
that of thf recession period. What this relationship suggests is that
metropolitan areas-in Michigan which have a large and highly
- volatile manufacturing base are also susceptlble to gizable swings in
unemployment. The Ann Arbor-Ypsilanti and Flint SMSAs are
excellent examples of this type of local instability. Both areas
experienced sharp declines in manufacturing employment during
the 1973-75 recession resulting from the falloff in activity in the
automobile industry. The unemployment rate in the Ann Arbor-
Ypsilanti SMSA rose from 4.2 percent to 13.9 percent, and in the
Flint SMSA it jumped from 6.4 percent to 17.3 percent. The latter
represents the highest quarterly jobless rate among the Michigan
: metropolitan areas during the recession. At the other extreme js the
Kalamazoo-Portage SMSA, which experienced the mildest slump in
manufacturing employment and whose jobléss rate rose from 4.5
percent to 11.7 percent. Although the latter was well above the
national average, it was below the statewide high of 13Af)ercenb
and was the lowest among the 11 metropolitan areas. By the end of
1978 the unemployment raté in nearly all Michigan metropolitan
areas had not fallen below pre-recession lows. The only exception is
the Grand Rapids SMSA, where the jobless rate hit.a seasonally
adjusted 4.8 percent in the first quarter of 1978, just below its pre-
recession low of 5.0 percent.

The two indicators of local construction activity reveal a high
degree of cyclical sensitivity in Michigan metropolitan areas. In all -
areas the total amplitude of the fluctuations in the Index of New
Building Permits exceeded That of the state and the nation. With

. few exceptions this. was also the case for specific contraction and
expansjon phases. The two recession periods are quite revealing. All
metropolitan areas except Ann Arbor:Ypsilanti and  Flint
experieniced larger downswings in new building permits than the
state as a whole during the 1969-70 recession. The Ann Arbor+

' Ypsilanti and Flint SMSAs did experience contractions from the"

‘mid- to the late 1960s, but they did not conform to the national

recession (see charts in: Part 1I). As Table 6 shows, only the Grand

Rapidg and Jackson SMSAs suffered less severe declines than the

state urmg the 1973-76 slump. The mosl\!evere contractions =

occurred in the Ann Arbor-Ypsilanti, Battle Creek, and Flint
SMSAs although, as Table 6 shows, many other metropolitan areas
experienced declines that were only slightly milder than the state as

[ 1
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a whole. With only two exceptions, then, the drop in the Index of
- New Building Permits was sharp in Michigan metrl(‘}polltun areas
during the mid-1970s. Table 7 shows, however, that the upswings
followmg the last recession were also sizable, with the largest

‘relative increases occurring in the Battle Creek and Kalamazoo-
_Portage SMSAs. Nevertheless, all Michigan metropolitan areas

except Jackson had index levels in 1978 .below their pre-recession

peaks. This situation is not.unusual, since both the statewide and
nationwide indexes have also failed to surpass their previous peakg -

during the recent business expansion.

The behavior of construction employment was gimilar to but not
exactly the same as new building permits. The magmtudes of the
upswings.in this local series during the 1970-73 business expansion
excdeded Jﬁhe statewide gain in all metropolitan areas except Detroit
(see 'I‘able?f)) Table 6 shows that the slump during the mid-1970s

was inore severe than in the state as a whole in all metropolitan
\:renq except Grand Rapids, Kalamazoo-Portage, and Muskegon.

Note that the Grand Rapids SMSA was the only metropolitan area
in the state to experience.a relatively mild slump in construction

'

employment and new building permits. lnterestmgly, the Jackson,

SMSA suffered the largest relative drop in construction
employment and the mildest falloff in new building permits among

the 11 metropolitan areas. Table 7 shows that in only 5 of 11

metropolitan areas_has construction employment expanded more
- thawithas statewide from the trough to the most recent high. In 9
of 1l areas the most recent expansion of construction employment

exceeds the 1970-73 upswing. The Grand Rapids and Kalamazoo--

Portage SMSAs are the two exceptions, but those areas also
experienced relatively mild contractiond during thé recession. By
the end of 1978, construction employment had failed to reach pre-
recession levels in four ‘as: Ann Arbor-Ypsilanti, Battle Creek,
Jackson, and Lansing-East Lansing, and the latter area has
exhibited the most sluggish upswing (see Part 11).

In the banking sector, deflated demand and total deposits
suffered the most severe downswing during the'recession in the Bay
City SMSA, with declines of 31.8 percent and 17.8 percent,

respeu,lvely The Saginaw SMSA, onl the other hand, experienced -

the mildest setbacks in the two deposits series, despite the rather

sizable falloff in employment that occurred in that area. The K;lmt :

'SMSA, another volatile area in terms of employment and Juilding
activity, did not exhibit extreme declines in banking @ctivity.
Deflated total deposits fell 13.4 percent in the Flint SMSA and the

t . : . 4 /
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current dollar volume of total loans fell 4.8 percent. In comparison,
the Kalamazoo-Portage SMSA, a much moré stable area in terms of
employment, experlenced slightly greater declines in deflated total
deposits and total loans during the recession, 14.7 percent and 5.1
percent, respectively. The Battle Creek SMSA, “which also
~ experienced relatlvely mild declines in employment, suffered
substantial drops in total loans, commercial and industrial loans,

and consumer installment loans. In the case ‘of consumer -

installment loans, the Battle Creek SMSA experienced a decline of
32.5 percent in current-dollar volume, the largest contraction by far
among the 11 metropolitan areas, whergas the adjacent Kalamazoo-
Portage SMSA suffered no decline during the recession. Also, along
with several other areas, the Kalamazoo-Portage SMSA
experienced no measurable cyclical declme in conmfmercial and
indugtrial loans.

Table 7 shows that banking activity picked up substantially
during the recent business expansion, except for deflated demand
deposits. The latter have increased at a rather slugglsh pace, and by
mid-1978 they were still below pre-recession peaks in all Michigan
metropolitanareas. While deflated total deposnts had risen during
the business expansion, they were below their previous peaks in all

"areas except the Ann Arbor-Ypsilanti, Grand Rapids, and Saginaw
SMSAs. The current-dollar volume of loans has expanded
considerably in all areas since the last recession. Table 7 shows that

the greatest relative increase occurred in’ the Bay City SMSA,
where the current-dollar volume of total loans has risen 89 percent -

"gince the recession, and commercial and industrial loans and
consumer installment loans have more than doubled.

[n"summary, then, banking activity in Michigan metropolitan
areas.exhibited varying degrees of cyclical sensitivity during the
period examined. Only three areas, Ann Arbor-Ypsilanti,
Muskegon, and Saginaw, .escaped absolute declines in the current-
dollar volume of total loans during the 1973-75 recession. Also, the

Kalamazoo-Portage SMSA was the only’ metropolitan area where .

consumer installment loans did not fall during that slump. All
areas, however, experienced declines in the deflated values of total

and demand deposits, with the latter exhibiting sluggish recoveries. -

The measurements presented above reveal differences in business
conditions among Michigan metropolitan areas from the late 1960s
to 1978. While a wide range of economic indicators was, assembled
and their behavior examined, the number of years COVered in this
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study represents a rather short time period that encompassed one
national business cycle peak in late 1973 and two troughs, one
occurring in late 1970 and another in early 1975. Local behavior -
during the two business expansion periods and one recession period
was analyzed, and the results reveal varying degrees of cyclical
gensitivity among Michigan metropolitan areas in terms of lahor
‘market, construction, and banking activity. It should be noted that
the findings of this study refer only to local business conditions
during those years, and caution is urged regarding generalizations
or forecasts about the local economic activity in the future from the
historical analysis above. Certainly, this study provides a good deal’
of information about the metropolitan economies in Michigan and

~ develops a solid methodological base from which to examine and
comppre current business conditions-within the state. A's indicated
previously, use of the economic indicators developed in this study
for current business conditions analysis requires updating the data
in light of recent revisions by reporting agericies and then re-
estimating the seasonal movements so that the indexes are derived
not only from observations covering a longer time span but also
reflect the most recent conditions to the extent that thig is possible.
Both of those changes are likely to improve the reliability of such
estimates, which are crucial to-the assessment of current conditions
and forecasts of the direction of local economies..”
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The Ann Arbor-Ypsilanti SMSA is the sixth largest among

Michigan’s 11 metropolitan areas in terms of population. This

metropolitan area, which encompa.sses' Washtenaw County,
experienced a population increase of 6.9 percent from 1970 to 1977,
as'its population rose from 234,103 in 1970 to 250,200 in 1977. The

population increase in this -area slightly exceeded the natioriwide

growth of 6.4 percent and was considerably above the 2.8 percent
increase registered in Michigan bver that period. Among the state’s
11 metropolitan areas, the popu growth in the Ann Arbor-
Ypsilanti SMSA was exceeded ¢nly &3 percent mcrease that
occurred in the Lansmg Egst Liahsing SMSK '

The area also expernencey(latxvely strong growth of personal
income. From 1969 to 1976,its jjersonal income grew at an annual
rate of 9.8 percent, higheést among the state’s 11 metropolitan areas.
Moreover, income growth in the Ann Arbor-Ypsilanti SMSA
exceeded the nationwide rate of 9.3 percent and the average rate for
all U.S. SMSA'’s of 9.0 percent. In 1976, total personal income in

_ this'metropolitan area was$1,790 million. Four metropolitan areas

‘in Michigan exceeded that total Detroit, Flint, Grand Rapxds, and

Lansing-East Lansing. - ® e

Per cdpita income in the area is relatively hlgh {n 1976 it wa;s

- estimated at $7,216 compared to $6,396 nationw de, $6,757 in

Michigan, and an average of $6,824 for all U.S. SMSAs. Among
Michigan metropolitan areas, only the Detroit SMSA, with a per
capita income level of $7,496, ranked -ahead®of the Ann Arbor-
Ypsilanti SMSA. The relatively high income level in this
metropolitan area was the result of above-average level of wages
paid by the durable goods industries, including automobile-related
manufacturing firms located there, combined with the salaries of

"
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professional, managerial, and technical workers employed in ,
Washtenaw County, a

The Ann Arbor-Ypsilanti SMSA has a fairly dwersnfled economy,
~ with total wage-and salary employment apemually distributed
with one-thlrd in manufacturing, one-third in nonmanufacturing,
and one—thlrd in government employment. Table A1, shows that in
1972, 84.1 percent of the area’§. -wage and salary employment was
accountéd for by manufactunng By 1977, that share had fallen to
32.4 percent, exactly.thé same as the proportion statewide. Durable
goods production, pnmanly linked to the automobile industry,
- dominates ke area's manufacturing sector. Industries produeing ‘
durable goods accounted for 30.2 percent and 29.2 percent of tqtal
. wiigé: and "salary employment “iri the area in 1972 and 1977,
respectively. s Table Al shows, those sharea were slightly abave
Qtatelav»de proportlons

< ~,/' <
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»  TABLE Al

Percentage Dlstrlbu‘l’lon of Total W“ge and Salary Employment
- Ann Arbor Ypsllantl SMSA and Michigan, 1972 and 1977

Y S

] Ann Arbor- ’
S, Ypsilanti SMSA Mlchlgan
ltem ’ ’ .. . . . S - —_— .
‘ 1972 | 1977, 1972 1977
Total Wago and Salary. . £100.0% | '100.0% | 100.0% | -100.0%
lanufacturing - S 34.1 324 36.1 | 324
Durables . .,..... ~ | 302 202. | . 281 269
. Nondurables ° ,“, . .39 .| .32 7.0 6.5.
Nonmanufacturing . . 30.8 36.0 48,0 49.
Governmént . ... .. ..~ 36.1 ° 326 169 | 18.0

S‘Oume' Michigan Employment Securlty Comminslon . '

6 b

] Government employment accounted for 35 percent of total wage
and saldry employment in the area in 1972, and 32.6 percent in
. 1977..Despite a downward shift in the share of jobs, T'able,A1s8hows
that,a much higher proportion of wotkers in this metropelitan aréa

are employed by the;public sector than is the.case for Michigan as a

v+ whole, The -size of the governilept sector in the Ann Arbor-
" Ypsilanti SMSA is attributable to. the fact {hat- two state -

unlvermtnea are located there. the University of Michigan in Ann-

&-
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[

Arbor'and Eastern Michigan Uni.vereity in Ypsilanti. Both the size
- ang stability of this area’s public-sector temper the more uneta'lﬁ

situation in local manufacturing industries resulting from a hea¢y
concentration in automobrle -related production. -

Overall, the major structural differences in employment between

the state and this metfopolitan area are the-latter's slightl& greater
concentration of workers in durable goods manyfacturing and the
significantly. larger proportion of its wage and salary jobs in
government. In fact, only the Lansing-East Lansing SMSA, site of
the state capitol, has a larger share of employment accounted for by
the public sector.

f . . , -

. i o
Business Conditions in the Ann-Arbor-Ypsilanti SMSA -

»

Labor Market Conditions

Total wage and salary employment and its major components—
manufacturxng, nonmariufacturing, and government- employment—
are shown by quarter in Chart A1¥or the 1970-78 period, the
overall behavior of total wage and salary and ma ufacturing
employment conformed to national business cycles. In on\wr words,
these two ke¥ employment series. increased during national
expansion periods and declined during recessionts. As Chart Al
shows, the peaks and troughs in the two series were roughly
coincident with turning points in aggregate-businese activity in the
nation. In addition, while nonmanufacturing erhployment displayed
some cyclical sensitivity, government employ nt did not.

During the exﬁandron period from the fourth quarter of I'WO t;{)

the fourth quarter of 1973, total wage and salary employment reée\{ '

20.4 percent in the metropohtan area. That incrqase resulted from a

rise of 38.0 percent and 30.2 percent in manufacturing and" &;;.

nonianufacturing bmployment, ' respectively, over that eamﬁ _
period. Interestingly, government employment in the Ann Arbot -
Ypsilanti SMSA rémained relatnve)y flat in the period between the'

two recessrons

As prevrously noted, manufacturrng in this metropolrtan area, is
heavily weighted toward durable goods production in those
industries most seriously affected during economic slowdowns.
Consequently, manufacturing employment in‘the area experignced &
gevere contraction during the 1973-76 recession, falling 26. percent
from the fourth quarter of 1973 to the fir'st quarter of 1976. That
was the largest relative decline in manufacturing employmen
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among the state's 11 metropolitan areas during this period. The [~
contraction in total wage and salary employment was considffably
less, however, 8 percent from peak to'trough. The less severe slump

in total wage and salary employment was due to the fact that the
sizable decline in manufacturing employment wasg tempered by a
brief and relatively mild contraction in the nonmanufacturing
sector and an actual rise in government employment. And of major
importance in this metropolitan area was the nearly, equal
distribution of total wage and salary employment among
‘major sectors. Because of this, the behavior of the area's
cyclically sensitive manufacturing sectot has legs of an impact-on
aggregate employment. ' :

. By the end of 1978, the employment geries ¥town in Chart Al .
were all above their pre-recession levels. Over nearly a four-year
period beginning in early 1975, tothl wage and salary employment
rose 2 4 percent, with manufacguji‘;g employment up-46.1 percent,
nomldiujnoturi'ng employment, 15.3 percent, and government
employment, 8.9 percent. Except for the nonmanufacturing sector,

~ employment increa d/mor%c‘liuring_the 19756-78 period than during

i

the previous expans period of 1970-73.

Growth yxte’for the entire 1970-78 period are given in Table A2.
Total employment growth in the Ann Arber-Ypsilanti SMSA
exceeded the statewide rate, despite ‘the fact that-government -
employment grew at less than one-half the Michigan rate over the
period. Manufacturing and nonmanufacturing employment growth
oxceeded the statewide 'performance. by considerable margins. °
Moreover, the Ann Arbor-Ypsilanti SMSA registered the highest
growth tates for manufacturing and nonmanufacturing
A employment among the 11 metropolitan areasin Michigan. For the

1970-78 period, the 2.8 percent average annual grogvt,ﬂ“of total wadé
and dalary employment was' exceeded only by the 3.1 percent
growth in the Grand Rapids SMSA. - )

The seasonally-a(}justed uriejnpleyment rate for the Ann Arbor-

Ypsilanti SMSA is shown in Chirt A2 along with the jobless rate

for Michigan as a whole. For the most part, the local jobless rate

remained below that of the state during the 1970-78 period:.

However, during the 1973-75 recession, the area's unemployment

rate rose from a low of 4.2 percent in the second quarter of 1973 to a

high of 13.9 percent in the first quarter of 1976, with the latter

exceeding the statewide average. It is interesting to note that the

percentage incrense in this upswing in the unemployment rate in the

‘. - " Ann Arbor-Ypsilanti SMSA was exceeded only by that of the Flint

/’
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SMSA (from a'low of 5.4 percent iri the third quarter of 1973 to a

high of 17.3 percent in the first half of 1975). Two other SMSAs had -
seasonally-adjusted unemployment rates higher than that of the

Ann Arhor-Ypsilanti SMSA at the depth of the 1973-76 downturn.

Bay City at-14.3 percent and Muskegon at 16.56 had both recorded

greater levels of joblessness.

TABLE A2 ) -

Ave}age Annual Growth Rates of Selected Labor Marke!,' Indicators
Ann Arbor-Ypsilanti SMSA and Michigan®

(percent)
»
— : Ann Arbor-
Indicator ‘ Ypsilanti SMSA | Michigan
Total wage and salary employment . . . 2.8 1.8
Manufacturing employment ... .. . o 2.4 0.2
Nonmanufacturing employment ... .. 5.2 2.6
Government employment . ... . .. ... .. . : 14 3.0
Civilian labor force . ...... . . . L 3.3 2.0
Unemploymentrate .... ... . . . : 3.7 28
Average weekly initial claims for UI" . 11.1 7.3, ’
Average workweek, production . , /
workers, mfg.” ... .. .. S e 0.4 - 0.2,

nExcopt where indicated otherwise, estimated growth rates are based on Iog-_
linear trends for the 187078 period.* '

bComputod for the 1968-78 period, . (

Another notable characteristic of the area’s unemployment rate is
its secular uptrend over the period. On an annual basis, the jobless
rate grew at a 3.7 percent rate, which is higher than the state Y
growth rate of 2.8 percent. Nevertheless, the area's uptrénd was less
than the 4.8 percent growth rate for the nation over the 19%0-78

~period. To some degree, this growth of the unemployment rate in:

'the area was attributable to increases in the labor force. As Table
‘A2 shows, the local labor force grew at an annual rate of 3.3 percent,
compared to a more modest statewide rate of 2.0 pen;gent.

3
B\
Yo

Another key unemployment indicator, average weekly claims for
unemployment insurance, is shown in Chart A8. For comparative

b
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purposes;, statewide claims are also presented. With only minor
differences, the behavior of the local and statewide series was very

similar. Both began their cyclical upswings several quarters before:

the national recessions started. This leading tendency at peaks is

also a characteristic of the national series of average weekly initial .

claims for unemployment msuranﬂ?l covering all state programs. In
the Ann Arbor-Ypsilanti SMSA, ihitial claims began falling off at
about the time that the business expansion started.

Despité general similarities in behavior, however, initial claims
for unemployment insurance were more cyclically sensitive in- this
local area than for the stite as a whole. For example; during the
1969-70 recessioni, average weekly initial claims more than tripled in
the Ann Arhor-Ypsilanti SMSA compared to a doubling for the
state. During the more severe recession in 1973-75, initial claims in
the local areh rose to a level more than six times higher than their
low in the first quarter of 1973. That sizable.increase was the largest

among Michigan metropolitan areas, exceeding by a considerable’ v

margin the statewide tripling of claims. As Chart A3 shows, initial
claims have fallen throughout most of the recent expansion period,
but they have not moved below pre-recession levels. For the entire
1968-78 period, average weekly initial claims in the Ann Arbor-
Ypsilanti SMSA grew at an annual rate of 11.1 percent, the highest
growth rate among the 11 metropolitan areas and, as Table A2
shows, considerably above the growth for Michigan as a whole.

As ‘indicated above, manufacturing employment in the Anr’

Arbor-Ypsilanti SMSA has been quite volatile. Therefore, it is not
surprising that initial claims for unemployment insurance als
exhibited a high degree of cyclical sensitivity, because nearly alll
:manufacturing workers were covered under the state program. A,
further manifestation of cyclical sensitivity in this area's
“manufacturing sector i8 found in the behavior of the average
workweek of production workers. Chart A4 shows that this series
conformed to national business cycle patterns over the 1968-78
period but with a lead, particularly at peaks. Sirce turning points in
the area’s total wage and salary and-mawufacturing employment
were roughly coincident with peaks and troughs in national
business activity, changes in the cyclical phase of the average
workweek tended to foreshadow those of the two employment
series. Therefore, the.average workweek, like average weekly initial
claims for unemployment inisurance, appears to be a leading
indicator in the Ann Arbor-Ypsilanti SMSA. The magnitude of the
cyclical swings in the area’s average workweek series was relatively

\
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large, falling 9.5 percent during its 1969 contraction and 13.6
percent during its 1973-75 slump. The latter was exceeded only by
the declines in the average workweek in the Flint and Lansing-Fast
Lansing SMSAs. However, average weekly hours in the Afin Arbor-
Ypsilanti SMSA never dropped below 40 during either downturn.
Chart A4 reveals that the expansion in the average workweek since
early 1975 has not brought it up to the pre-recession level of 46.5
hours, and that since mid-1977 a modest decline has occurred.
Finally, the average workweek in this area exhibited virtually no
secular trend over the 11-year period. The averagé¢ annual growth
rate for the series was estimated at only 0¢4 percent. But, as Table
A2 shows, this was above the growth rate for Michigan as a whole.

In summary, the behavior of several key employment and
unemployment indicators in the Ann Arbor-Ypsilanti SMSA -
reveals a highly cyclically sensitive manufacturing sector, inducing
relatively large cyclical swings in hours worked and employment in
that sector. Moreover, these fluctuations contribute significantly to
shortrun. swings in the area's jobles;\ate and initial claims for
unemployment insurafce. While the size of and relative stability in
nonmanufacturing industries and the government sector in the area .
dampen the amplitude of cyclical swings in totdl wage and salary
employment, overall labor market conditions in this thetropolitan

area were quite cyclically sensitive over the period examined.

) (,‘onstructiog - ' /y

Two series were used to measure construction activity in the
metropolitan area—new biilding permits for private housing and
employment in the local construction industry. They are shown in
Charts A5 and A6, respectively. :

New building permits for private housing reflect commitments to
build and, nationally, peaks and troughs in this series tend t¢ lead
those of aggregate business activity. The local series is shown in’
Chart A5 in index form; that is, with each quarterly value expressed
in terms of the series 1967 average to facilitate comparisons with
%8, the state, and the nation. The broken
line represents the unadjudted quarterly index, which exhibits a
considerable amount of errabtic behavior. Nevertheless,” cyclical
upswings and downswings are apparent and are quite clear when a
moving average of the unadjusted series is computed (shg#vn by the
dolid lind in Chart A5), Interestingly, the cyclical behavior of the
local Index of New Building Permits did not conform to the national
recossion in 1969-70.}Beginning in the third quarter of 1968, the
local index (moving average) rose throughout the recession,
reaching a cyclical high in the third quarter of 1972, one quarter

18
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before the national Indéx of New Building &rmlts and five quarters
before the peak in aggregate business activity. The local downswing
continued through the third quarter of 1976 and was of considerable
i magnitude. Measured from peak to trough, the index dropped 88.6
percent, '-*exm‘ eding the 69.1 percent decline registered by t,he
national indek and the 56.2 percent fall in the statewide index.'
Moreover, the amplitude of the contraction in the Index of New
Building Permits in this metropolitan area was the largest among
the 11 metropolitan area Michigan. Chart Ab reveals that as of
1977 the Index of Nﬁlldmg Permits for the area remained
considerably below pre-recession levels, and prehmmary data for
" 1978 show that, although the index continued to rise, at 72.8 it was
still far below the peak level of 193.6 registered in the third quarter
“of 1972},

Construction employment in the area, shown in- Chart A8, also
exhibits a high degree of cychcgl sensntwnf;y Especially striking
was the magnitude of the contraction (38.5 percent) which began
after the third quarter of 1973 and continued through the first
quarter of 1977. By the middle of 1978, construction employment
had again expanded in the Ann Arbor-Ypsilanti SMSA, but had not
yet come even close to the pre-recession level. For the 1970-78
period, ‘the average annual growth rate for local construction
employment was -2.8 percent, so that like new building permits for
private housing, a negative trend characterized this series over the
period examined. {

Banking Activity .

Several key banking indicators for the Ann Arbor-Ypsilanti
SMSBA outperformed their statewide counterparts over the 1970-78
period. Annual growth rates are shown in Table A3. In current-
dollar terms, commercial bank deposits in the metropolitan area
exhibited higher rates of growth over the 1970-77 period: 4.4
percent, and 9.2 percent for demand and total deposits, respectively,
in‘the metropolitan area, compared to 3.7 percent and 7.3 percent in
the state as a-whole. On a deflated basis—current-dollar values
adjusted for price chang@s—demand deposits declined at a 2.4
percent annual-rate in the Ann Arbor-Ypsilanti SMSA and at a 8.0.

- percent rate in the state. This metropolitan area also outperformed
the state in terms of the growth of loans at commerclal banks. Over

1. ‘The national Index of New Building Permits is published monthly by the U.S.
Degiartment of Commerce. Bureau of Economnic Analysis. It ia a seasonally adjusted
index {1967 =100) go that it {s not strictly comparable to the moving average of state .

~data or of the local data shown in Chart AG. - :
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1

the 1970-77 period, the current-dollar volume of loans expanded at a

10.2 percent annual rate in the metropolitan area, more than 2

percentage points above the state rate-of 7.6 pegeent. And among

the 11 metropolitan areas in Michigan, this area ranked third in the

growth of commercial bank loans, exceeded only by the 10.3 percent

annual growth rate in the Muskegon SMSA and the 11.6 percent -
growth rate in the Saginaw SMSA. Table A3 also shows that

growth was relatively strong in two key loan categories in the Ann’
Arbor-Ypsilanti SMSA, commerical and industrial loans and

tonsumer installment loans. The former grew' at an annual %até

hlgher than that of total loans.

As would be expected, deposits at commerual bahks dlsplayed
significant cyclical movements which conformied to national
business cycle patterns but with.a lead. Chart A7 shows indexes of
~ deflated demand and total deposits in the Ann Arbor-Ypsilanti .
SMSA; that is, the pric&adjusg:ad value of quarterly current-dollar .
totals expressed as a-percent of the 1972 average. '

: ' TABLE A3
Average Annual Growth Rates of Selected
Commercial Banking Indicators
. Ann Arbor-Ypsnlantl SMSA and Mlchngan

(percent)
: . Ann Arbor- . |.
Indicator Ypsilanti SMSA | Michigan

Derhand deposits (current dollars) ... .. ... 4.4 3.7
Deflated demand deposit;szh C : ~-2.4 -3.0
Total deposits (curre}nt dollars) . ,........ 9.2 . 7.3
Deflated total deposits”® . ... ........... 22 0.4
Total loans (current dollars) . . ... ... . 10.2 7.6
Commercial and industrial loans

. {currentdollars) ...... ... .. ... .. 13.3 - 1.3
Consugmer installment loans (current dollars) © 99 9.1

B xcept where mdluntod otherwise, ent&nnwd growth rotes are based on log- B

lmour trends for the 1970-78 period.

. ¥ '
(,urront-dollar valuoy adjusted for changes in the U.S. Consumer Price Index.

« . . 1‘
Both indexes began their (.y(,ll(.al dowﬁswﬁ\%l before the start of
the 1973. 76 recession. Thus, peaks in both deposit indexes preceded

01
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. those of total wage and salary and manufacturing employment in
the area. However, while the trough in the Index of Deflated Total
Deposits occurred one quarter ahead of national aggregate business
activity, the Index of Deflated Demand Deposits lagged
" considerably. This lag in demand deposits was also evident in the
other metropolitan areas and in the state as a whole. Moreover, the
real value of the national money stock, M1, which is composed of
cash and demand deposits at,commercial banks, also lagged at the
1975 trough, and its expansion so far has been quite weak. Thus, the
behavior of the local Index of Deflated Demand Deposits during the
recent expansion is not particularly unusual. The relatively slow

growth of demand deposits compared to the rate of*inflation

constrained the expansions of the national money supply series, M1,
and the deflated values of demand deposits at the state and locgl
level. Additionally, technological changes in banking—electronic
transfer of funds, for example—may result in less vigorous
increases in, demand deposits compared to total deposits which
include savings accounts. -

The magnitudes of contractigns and expansnons in the two local
deposit indexes are substantially different. The Index of Deflated
Demand Deposits fell 21.6 percent from peak to trough over the
1973-76 period. The Index of Deflated Total Deposits, on the other

hand, declined 8.4 percent over a shorter period. It should be noted .

that, for both indexes, the cyclical contraction in the Ann Arbor-
Ypsilanti SMSA was less than that of the staté (31.1 percent and

11.2 percent, respectively) and, extept.for the Saginaw SMSA, the

mildest among Michigan metropolitan areas. Since hitting ac clncal
low in the third quarter of 1976, the Index of Deflated Demand
Deposits has risen 14.8 percent but, as Chart AT reveals, it is still

'far below pre-recession’levels. In contrast, the Index of Deflated

Total Deposits rose 19 percent from its cyclical low in the fourth
quarter of 1974, and its most recent levels are considerably above
the pretrecession peak. _

Total loans, commercial and industrial loans, and consumer
installment loans are shown in Chart A8. The current-dollar value of
loans in the Ann Arbor-Ypsilanti SMSA was quite cyclically stable,
with no absolute decline evident during the 1973-75 recéssion. A

slowdown in the growth rate occurred, but it was shortlived. As

Chart A8 shows, total loans in the area have increased considerably
since 1975. Commercial and industrial lodans generally grew
throughout the 1970-78 perlod exhibiting no cyclical sensitivity.
Consumer installment loans displayed some cyclical behavior, but
this was brief and mild. Therefore, loan activity at commercial
banks in the Ann Arbor-Ypsilanti SMSA was characterized by

relatively steady growth in current-dollar volume despfte the eevere/\
™

recession that affected the nation in the 1973-75 period.

[N 5‘3
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Thie Battle Creek SMSA is Michigan's most recently designated” \
- metropolitan area.aThat.giesignation occurted in 1971 when Calhoun .

County was defined as & Standard Metropolitan Statistical Area,
with Battle Creek as the central city. Barry ‘County was added in
1973 so that presently the Battle Creek SMSA encompasses a two-
county area. One of Michigan’s smaller metropolitan areas, it ranks
eighth in population among the 11 metropolitan areas. In 19%0, its
population Wr 2 percent of the state total. The area’s
population rose 1.0 percent between 1970 and 1977, second lowest
among Michigan metropoli{zx\:reas, and was bélow the statewide

population rise of 2.8 percent over the seven-year period. .

The Battle Creek SMSA had. a total personal income level of =«
$1,184 million in 1976 and a per capita income level of $6,491.,The
latter ranked sixth amodfMichigan SMSAs and was beloW the .
statewide level of $6,757 and the all-U.S. SMSAs' average of $6,824. - .
Over the 1969-76 period..t(lsal personal income in the Battle Creek ( '
SMSA rose at an average annual rate of 8.8 percent, sixth among
the 11 Michigan SMSAs, and below .the nationwide rate of 9.3
percent.and the all-U.S. SMSA rate of 9.0 percent. Since 1969, the
Battle Creek SMSA has been characterized by slow population
growth and modest growth in persoral income.

The Battle Creek SMSA is.more industrialized than the state as a
whole (see Table BC1). In 1972, 408 percent of its total wage and
salary employment wag accounted for\by manufacturing firms. By
1977, however, the manufacturing share had fallen to 36.0 percent,
. as_nonmanufacturing and government employment increased in
relative size. A major difference between this area's industrial
structure and that of the state is that mnufacturing employment is
more evenly divided between durable and nondurable goods
industries. in the local area. The latter accounted for 156.9 percent

)
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. and 15.6 percent of total wage and salary employment in the area in

1972 and 1977, respectively. Statewide, the nondurable goods

~industries’ share of total wage and salary employment was 7.0

-

percent in 1972 and 6.5 percent.in 1977, less than one -half the
proportlon in the Battle Creek SMSA.

4
'I‘ABLF Bé? o

14

Percentage Distribution of Total. Wage and Salary Employment ,

Battle Creek SMSA and . Michigan, 1972 end 1977 -

5
P .

v ' ( ' Bame Creek SMSA Mtghigun
ltem . B T TY TSI Y U
: 1972 1977 1972 1977
“Potal Wage and Salary . . “ 100.0% | 100.0% | 100.0% | 100.0%
> ’Munufacturmg 408 .| 36.0 35.1" 32.4
Durables . 24.9 206+ | 28.1 26.9
., Nondurables » ... . | 159 | 16.6 7.0 65
Nopmanufacturjng . .- ... . 41.7 44.7. 48.0 19.6
Government . . . .. . |- 175 193 16.9 . 18.0 i

T i

")‘our('(mligun Fmployment Security Commigsion
<

The food and kindred products mdustry agcounts for the largest,
share of manufacturmg workers in the area. In 1977, for example,

* 82.2 percent of local manufacturing workers were employed in that -

industry. The area's second largest industry in terms of

_ employment is nonelectrical machinery, which accounted. for 31.8

percent of local manufacturing workers in 1977. The Battle Creek

SMSA has only a small. proportion of manufacturing workers
engaged in‘the production of transportation equipment, In 1977, for- L4
example, that JIndustry accounted for only 0.9 percent of the area’s )
manufacturing workers, the smallest share among the 11 SMbAp in _
Michigan and considerably below Che" high of 63.8 percent in the Y
Laang East Lansing SMSA. Taken by jtself, the mdust.rlal L
structure of the Battle Greek SMSA suggests that the. area 18

" proBably less cychwlly sensitive thap the state as a whole, at-least . |

in terms of employment. TheNollowing sections show that this is |
indeed the case for local employment indicators, but local
construction and-banking activity have exhiljited a fairly high -

“degree of sensitivity to cyclical dowhturns in the national economy.

.“ . - %,
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° . Businees Conditions ifi the Battle Creek SMSA )

Labor Markot Condz tions

H

Chart BCl shows four n,lajor emp’]oyment categoneq by quarter,
over the 1970-78 period. Manufacturipg-emgloyment wap the most
cyclically sensitive, falling 15.7 percent from its pegk fn the first
. quarter of 1973 to its low in the second quarter of 1975. While the
S "contraction in the ared's manufacturing employmient was milder
than the 18.7 pereent decline. recorded statewide, it was of -
_ somewhat’ longer duration, lasting nine quarters compared to five -
quarters for Mnchlgan as 4 whole’#)emdeq the length of the cycllcal’
decline in the area's manufacturmg\employment was exceeded only-

by the twelve quanter contraction in the adjacent Jackson SMSA.

: 'I‘he recovery in. hanufacturing employment in the Battle Creek
SMSA was quite weak, however. After hlttmg cyclical low in the
second quarter 05,1975 mapufacturing emplo ent had risen just
- under 5 percent by-the end of 1978. Chart BC1 shows that this level

was consnderably below the pre-recession peak
~

. The direa’'s nonmanufacturmg employment also. fell during the
v . -recession, but only a mild 2.2 percent. During the current.expansion
it increased 15.6 percent, and as of the fourth quarter of 1978 local
"~ nonmanufacturing émployment stood almpst L.:} percent abové its
~e . previous peak.

Chart BC1 shows that government employment experienced a

brief decline- during the 1973-76 recession. Despite the brevity, -

_ however, the relative decline ingpublic sector employment wasthe

+ " largest among the state's metropohtan areas. In fact, eight of the

, eleven SMSAs experlen tle or no absolute loss of government
employmem during the last recegsion. Many actually registered
mcreasgs i

'l'herefofe the 6.3 percent declme in this area's total wage and
salary employment durmg the last recession was due to jeb losses in
each of the three major categones shown in Chart BC1. That
contraction whe the sixth most severe among the 11 SMSAs,

. despite the relatively modest decline {n manufacturing emplOyment ‘
The expansion in'the area’s total wage and salnryyemFIOymenu»
10.6 pertent since the recession—résulted largely from creases in
the nonmanufactyring and govyprnment sectors : 'alr dy noted,
manufacturmg employment in the area has increafed only slighgly

in the last three years. ’
‘q R
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Table BC2 gives the annual growth rates for selected labor
market indicators in the Battle Creek SMSA. Each of the three
major employment categories—manufacturing, nonmanyfacturing,
and government—grew more slowly in the Battle' Creek SMSA,
compared to Michigan as a whole over the 1970-78 period. And the

Wrea's manufacturing employment exhibited negative growth.

Except for the annual decline of 1.5 percent in the Jackson SMSA,
the secular downtrend of manufacturing employment in the Battle
Creelk SMSA represents the poorest performance among the state's
metrgpolitan areas over this nine-year period. Combined with the
relatively slow growth of the area's nonmanufacturing and
government sectors, this downtrend in manufacturing employment
resulted in a growth rate for total wage and salary emp‘l‘oyment of
only 0.9 percent, the slowest growth among Michigan metropolitan
areas.

"TABLE BC2
Annual Growth Rates of Selected Labor Market Indicators
Battle Creek SMSA and Michigan®

A
N3
¥

'(percent)
’ Battle Creek
_______ Indicator | __SMSA | Michigan

Total wage und salary employmont o 0.9 1.8
Munuﬁlcturing employment . -1.4 0.2
. Nonmanufdcturing employment .~ 22 ' 2.6
Government Omploymeht R . 2.1 3.0
Civi\:&a_r; labor force . e 0.9 S 20
Unemployment rate . . S _ 4.0 2.8
Average weekly initial claims for UT" . 10.0¢, 1.3

Average workweek, production '
workers, mf!;.. R L © 0.2 9}»

N _'&r IR B -

kY
“t xcopt where lndi(utudﬂi(}mywino ostimated growth rates are based on log-
linoar tronds for the 1970-78 pwi()(l (

l)(,ompuu)d for the tO6R-T8 pariod.
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The area's empl(;;;meht rate is shown in Chart BC2. The
cyclical patter(t of the local jobless rate is very similar to the state
as a whole. In/the Battle Creek SMSA, the jobless rate rose 146.2

_ percent from alcyclical low in the spring of 1973 to a high in the
second qua}t? of 1976. That cyclical upswing was about e(%ual to
0

the ‘statewidé rise of 148.2 percent, and was the second lowest
among the I'l metropolitan areas. Interestingly, the Detroit SMSA-
exhibited the smallest amplitude in the unerhployment rate during
the last recession. At the bottom of the last recession, the jobless
rate in the Battle Creek SMSA was 12.8 percent, compared to 13.4
percent for Michigan as a whole.

As Chart BC2 shows, both the local and state jobless rates have

fallen substantially during the recent business expansion. Howaver,

at the end of 1978 both were still above pre-recession lows. Overall,

_ the jobless rate in the Battle Creek SMSA is less cyclically. sensitive
than in the state as a whole, but not congiderably so. -

Over the entire 1970-78 periad, however, the jobless rate in the
Battle Creek SMSA did drift upward at a more rapid rate than the :
state, 4 percent compar‘ed to 2.8 percent (see Table BC2). 'l‘hls local
uptrend was exceeded only by the 4.3 percent growth rate m the -

Jackson SMSA. Table BC2 shows that labor-force growth in the

Battle Creek SMSA was not rapid, falling below the state rate. In

addition, the 0.9 percent growth rate in the area's labor force over

the nine-year period represents the slowest growth among the 11 :
metropolitan areas. -

-

Average weekly initial claims for unemployment insurance,
shown in Chart BC3, moved up somewhat more during the 1973-76
“recession and fell somewhat less on average during expansions in
the Battle Creek SMSA, compared to the state is a- whole. Over the
nine-year period, initial claims also grew at an annual rate of 10.0- . (
percent in the local area, second highest among Michigan
metropolitan areas and substantlully Above the state rate of 7.3
percent. As Chart BC3 shows, average weekly initial' claims for
unemployment- insurance in the Battle Creek SMSA in 1978 5
remained well above the previous cyclical low i in 1973.

Thé average workweek of manufacturi‘lg production workers is
relatively stable in the Battle Creelk SMSA. Chart BC4 shows that
cyclical swings in this local series conformed closely to national
business cycle patterns, dechmng during recessions and increasing

» during business _expansions, but, with a slight leading tendency.
Over the 1970-78 period, the average workweek in the area varied
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between a low of @{bhours recorded in the last quarter of 1970 and
a high of 43.4 hours'¥egistered in the third quarter of 1973. That isa
relatively narrow range compared to the wide swings in"avérage
weekly hours in the Flint, Lansing-East Lansing, and Saginaw
SMSAs. The latter have manufacturing sectors 'more heavily
concentrated in durable. goods production, primarily related to
automobiles. In the Battle Creek SMSA, production of nondurable
goods—cgreals, for example—accounts for a larger share of total
, manufai ing than in most of the gtate's other SMSAs,
particularly those dominated by automobile and related production.

-~

"The industrial structure of the Battle Creek SMSA, which is more
heavily dependent on nondurable goods production than other
Michigan metropolitan hreas except the Kalantazoo-Portage
SMSA, appears to account for the area's relative cyclical stability, -
especially in terms of employment and hburs worked in
manufacturing. But this type of industrial concentration has also
generated slow growth in the area (negative growth for
manufacturing employment) and has not improved the area's
unemployment situation, as indicated by the behavior of the local
jobless rate and imttial claims for unemployment insurance. If
anything, the local industrial structure appears to have exacerbated
the unemployment situation over the period examined.

[y

Construction

.Two measures of construction activity, new building permits for
private housing and construction employment, are shown in Charts
BC5 and. BC8, respectively. ‘The former shows two series of building
permit data for the Battle Creek. SMSA—a quarterly unadjusted \.
series (dashed line) and a moving average of the unadjusted series

* (solid line)—both given in indéx form with 1967=100. :

The unadjusted Index of New Building Péfmits displayed a Mh .
degree of erratic behavior over the 1966-77 period, largely masking
any cyclical movements. The smoother index based on the nj‘ovin‘
avergge reduces the erratic behavior and. reveals cyclical gwings
that lo genérally conform to national business cycles. Note that the
moving average index declined during both recessions and rose, for
the most part, during expansions. Not surprisingly, Chart BCp
shows that the cyclical downswing in new buildigg permits in”the
area was less severe during the 1969-70 periog’than during the .
1978-76 recession. Measured from peak to trough, the index fell 63.4 ‘
percent during the former period and 84.5 percent during the latter.
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"These local contractions exceeded the statewide declines-of 21.6 per- ,
cent and 56.2 percent for the 1969-70 and 1973-756 recessions, "
respectively. Chart BC5 shows that, despite the steady rise during

the current expansion, the Index of New Building Permits in the

Battle Creek SMSA was still below its pre-recession . peak.

Preliminary data for 1978 show index levels below that of the first

quarter of 1977, the highest level achieved to date durmg the expan-
sion period.

Total consttuction employmént i in the Battle Creek SMSA also

exhibited a high dégree of cyclical’ sensitivity. Chart BC6 shows
. that the peak in construction employment led the national business
cycle peak of late 1973 by several quarters and lagged at both
troughs. During the last recession, construction employment fell
33.3 percent from its high in the first quarter of 1975, whnch exceeds -
the sta&ewnde decline of 23.5 percent. Among. the "state’s 11

, metropolitan areas, the contraction in the Battle Creek SMSA rank-
ed fifth in terms of severity. Chart BC5 also reveals that during the

. current expansion, the upswing in local constructlon employment
has been weak. As of the last quarter of 1978, employment was just
21.4 percent above its cyclical low of the second quarter of 1975.
The relatively large cyclical decline during the mid-1970s and the
weak expansion in tHe last three years impart an overall downward
trend to construction employment in the Battle Creek 'SMSA. For
the 1970-78 period annual growth was -2.5 percent..

o

Bankzng Activity

Becéuse of its relatnvely recent, designation as a metro litan
arda, commercidl banking data for the Bagtle- Creek SMSA are
avanlable starting with the fourth.quarter o 1971. (Data shown in
this study start with the second quarter of 1970 for the other :
SMSAs in the state.) This eliminates any measurement of behavior - ‘
? during the 1969-70 recession. Furthermore, the number of banks
. reporting to the Federal Reserve doubled from three to six ‘between
the first and second quarters of 1973. As a ﬁsult the loans and
deposits series display_an abrupt juthp at that time. However,
Jbeginning with the second quarter of 1973 the bauking series are
continuous, allowing measurement of recession behavior in the o
1973-76 period and during the subsequent expansion. . / _

%,

~ An Index of Deflated Demand Deposits—the price-adjusted
values of current-dollar levels expressed relative to the 1972
average—is shown in Chart BC7. 'l‘hls local index started declining

. J
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before the 1973-76 recession began and continued its cyclical
downswing through the third quarter of 1976. The magnitude of
that decline was 28.9 percent, second highest {inong the 11
metropolitan areas in Michjgan. The broader Index of Deflated
Total Deposits, also shown in Chart BC7, fell a more moderate 15.7
percent from its cyclical high in early 1974 to a low in the first
quarter of 1976. The lag in both indexes is not unique to the Battle
Creehk SMSA, since each metropolitan area and the state as a whole
exhibited lags at the 1975 trough.

Chart BC7 shows that both indexes were still well below their
prgyvious peaks as of the second quarter of 1978, the latest quarter
for which data were.available. The Index of Deflated Demand
Deposits rose 19 percent from its cyclical low, and the Index of
Deflated Total Deposits was up 9.7 percent.

Annual growth rates for the 1973-77 period are given in Table

: BC3 In current-dollar terms, demand deposits and total deposits at

commercial banks in the Battle Creek SMSA exhibited growth
exceeding the statewide rates. On a deflated basis, however,
negatlve growth characterized these series at the state and local.
levels.

Commercial bank loans in the Battle Creek SMSA are shown in
Chatt, BC8. On a current-dollar basis, total loans fell during the
1973-75 period, as did consumer installment loans and commercial
and industrial | loans. The current-dollar volume of total loans
declined 9.8 percent from its cyclical peak in the first quarter of
1974 to a trough two years later. Among Michigan metropolitan
areas, that was the most severe contraction. But total loans in the
area recoveretl during 1976 and 1977 and in the second quarter of
1978 had risen 41,7 percent, standing 27.8 percent above the 1974
peak’ For the 1973-77 period, the current-dollar volume of total

:loans grew at an annual rate of 3.4 percent, which is below the

growth rate for the state over the same period (see Table BC3).

* During the 1973-756 recession, consumer installment loans fell
32.4 percent and commercial and industrial loans declined 26.2
percent in the Battle Creek SMSA, both ranking first among the
state’s metropolitan areas. As Chart BC8 shows, commercial and
industrial loans rose to a level in the third quarter of 1977 that
exceeded their previous peak, but have fallen since that time.

Consumer installment loans, on the other hand, have only recently
moved.above their 1973 peak, rising 49.7 percent from a cyclical low-
in the second quarter of 1976.
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TABLE BC3

Aunual Growth Rates of Selected Commercial Banking Indicators
Battle Creek SMSA and Michigan* .

(percent) ‘
7 B‘attle Ctéek - -
Indicator o SMSA ' | 'Michigan
Demand deposits (current dollars). . . . . 2.6 15
Deflated demand deposits” . .., ... ... : .. -4.9 -6.7
Total deposits (current dollars) ....... T 6.4 6.3
Deﬂatqd total dpposits B - ~14 -1.2
“Total loans (current dollars) . . . ... .. ... 3.4 -, 4.9
Commercial and industrial loans \ : T
_(currentdollars). ... ... ... ...... 4.7 ] 6.7
- Consumer installment loans. :
(current dollars) .. ................ -5.8- , 6.0

*Estimated growth rates are based on log-linear trends for the 1973-77 period.

bCurrent,-dollar values adjusted for changes in the U.S. Consumer -Price Index.

The overall performance of loans in the Battle Creek SMSA has -

.been weak compared to other metropolitan areas in -Michigan.

Consumer installment loans have been a partlcularly poor performer ‘

in this area since 1973.

-
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The Bay City SMSA is the smallest metropolitan area in
Michigan. It consists of a singlgycounty—Bay County—with Bay
City as its_urban center.”In 1970, this. metropolitan area had a
population of 117,839, which represented 1.3 percent of the state
total. By 1977, the p ‘pulation of the Bay City SMSA had risen 2.5
percent, but its shaye of the total state populatioh was unchanged.
Over this period, gmwth in the area’s population ranked seventh
among the 11 metropolitan areas in Michigan.

Total personal income in the Bay City SMSAtamounted to $730
n’iilhon in 1976, up 79.8 percent from the 1969 level §£$406 million.
Over that period, the area registered an 8.7 percent annual growth
_rate of personal income, which is only slighgly below the 9.0 percent
- -growth rate for all U.S. SMSAs Among Michigan metropolitan
areas, however, this area's personal income growth ranked only
.seventh, and its per capita income was second lowest at $6,116 in
1976. For that year, only the Muskegon.SMSA had a lower per-_‘
éapita ‘J)come level.

Table BY1 §hows that the employment distribution in the. Bay °
City SMSA. ig; very similar to that of the state, with a slightly

. smaller share engaged in manufacturing and a slightly larger share

. accotnted for by ndnmanufacturing industries. Over one-half of all
wage .and salary workers in the Bay:- City ' SMSA work in

. nonmianufacturing activities, the highest proportion among the 11

metropohtan areas in the state,

o Like Michigan as a whole, the bulk of manufacturing workers in
t,he Bay City SMSA are employed by. durable koods producing
industries. This metropolitan area is only sllghtly led concentrated

in durable goods production than is Michigaq as a whole. Within the /

manufacwring gector, however," relatn?’e?y large proportion of
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PABLE BYl >

v Percentage Distribution of Total Wage and Salary Employment
- Bay City SMSA and Michigan. 197 2 and 1977

.| BayCitySMSA | . Michigan

ftem w2z | 1w | Wiz | e

Total Wage and Salary . . . .. 100.0% | 1000% | 100.0%. | 100.0%
‘Manufacturing . ... ... .. 31.6 30.6 36.1 - 324
Durables. . ....... . .. 26.2 233 28.1 26.9
Nondurables ...... ... P62 2 7.0 6.6
' Nonmanufacturing . . . . .. 638 .| 648 48.0 49.6
Government . .......... 14.8 _ 147 169 ] 180

Source: Michigan Employmeﬁt Security Commission. -

workers in the Bay City SMSA are‘employed by the. transportatlon
equipment’ indystry. In 1977, about 40 percent of the area’s
production workers were employed in ‘that industry, compared to
34.6 percent for the state as a whole. -

Overall, the Bay City SMSA has an indubtrial stoutture that is

not considerably different from thatw state. Over roughly. the -

lds,t.- ten years, however, this s metropplitan area was
characterized by slower population and income growth than the
state as a whole.

Busirness Condiéions in the Bay Qity SMSA

- Labor Markeét Conditions: .

The behavior of wage and salary employment in the Bay City-
SMSA is shown in Chart BY1 for the 1970-78 period. Over those’

nine years manufacturing employment grew at an annual rate of 1.1

percent} exceeding the 0.2 percent growth rate for the state as a

whole (see Table BY2). Nonmanufacturing employment grew at an

annual rate of 3.6 percent, which is also above the stdtewide rate

(2.6 percent). Among Michigan metropolitan arens, the growth of

nonmanufacturing employment in the Bay City SMSA ranked third
(.

o
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‘behind the 6.2 percellt and 4.6 percen;/ates-‘of growth in the Ann. .

Arbor-Ypsilanti SMSA and KalamaZoo-Portage SMSA, respec-
tively. However, government employment in this afea grew at a
reladively slow pace of 2.2 percent, fourth lowest among the state’s -

11 metropohtan anpas and below the 3.0 percent growth rate for the
’ _statev a whole e

The relatnvely strong growth in employment in the area’s manu-
_ facturing and nonmanufacturing industries resulted ina 2.6 percent

,-/ annual growth rate for total“wage and salary employment. This

ranked fourth among the 11 metropolitan areas over-the 1970-78
p@lqd and, as l‘able’BY2 shows, exceeded the growth statewidg

Chart BY1 reveals that, in general, the behavior of total wage and
salary, manufagturing, and* nonmanufacturmg employment
conforad <£0 natlonul business cycle patterns exhibiting upswings

Chagy

P

1 B
Y

At

w . TABLE BY2

Al

Annpal Growth Rates of Selected Labor Market Indicators
~ " Bay City SMSA and Mlchlgan

!

|

(percent)
& : Y . ‘ '
: . | Bay City

Indicator 2 SMSA _ | Michigan '
Total wage ;nd salary employment ............. - 26 - 18 -
Manufacturing employment . ...... . ... . .. .. 11 © 02 o
Nonmanufacturing employment, o P | 36 | 2.6
(rovernment employment . ..."". ... T 22 30
-Givilian labor force . ... . o P 19 . - 20
Unemployment rate ... ... .. .. e -1.0 28
Average weekly initial claims for U L 3.1 7.3
Average workweek, production workers, ml‘g" . 1.3 .| 02

¢

Except whore intlicatod otherwise. estimated growth rates are based on log-
linear trends for the 1970-78 period. i

tCen'\puw(l for the 1968-78 period. - T8
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nonmanufacturing 23.0 percent, and government employment a
comparatively modest, 9.3 percent. But as Chart BY1 shows, the
latter continued to expand throughout the 1973-76 recession while
each of the others declined, manufacturing and nonmanufacturing

" omployment by 19.2 percent l‘d 2.2 percent, regpectively, and total +

wage and salary Jamployment by 6.0 percent. Six of the other

metropolitan areas in the state bxperlenced more- severe contrac-

tions in total wage and salary employment than the Bay Clty‘
SMSA.

From the trough of the recession in the first quarter of 1975to the
fourth quarter of 1978, the area’s total wage and salary employment
rose 19.5 percept; with manufacturing employment increasing the
most, ‘39.3 percent. Over that period, nonmanufacturing and
government employment exptmded 13 9 percent and 8. 2 percent;
respectively. .

Thus, as is the case for the other metropolitap areas in Michigan,
the relative cyclical stability of the nonmanufacturing and
government sectors offsets, to some degree, the cycllcal sensitivity
of local n#hnufacturing industries. As noted above, the Bay City
SMSA has a manufacturing sector heavily concentra\@d in durable
goods production. In 1977, the proportion of total wage and salary

#orkers engaged in such production. was only slightly less in this <

area than statewide—23.3 percent and 25.9 percent, respectlvely
While the cyclical behavxor of employment jn the Bay City SMSA
and the state as a whole was not markedly dlﬁfgent .over the

1970-78 period, the local area- did- e&pernence a somewhat greater )

growth of employment.

The unemployment rates for the Bay City SMSA and Michigan
are shown by quarter in Chart BY2. Except for the 1970-72 years
_ wher the lecal unemployment rate was well above the state average,
" the two have been quite close in terms of level and direction. I1i’the

Bay €ity SMSA, the jobless rate moved '\ffﬁ a higher level than in-

the svhte during the last recession, reac sBsonally adjusted
'14.3 percent in the first quarter of 1975. 'l‘hat whs 160.9 percent
above the low in the third quarter of’l‘({lﬂ and very close to thiv
148.1 percent rise in' the statewide average. As/Chart BY2 reveals,
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the behavior of this area’s unemployment rate during the current
expansion hag been very close to thé state's performance. However,
in 1978, the jobless rate in the Bay City SMSA remained below the
average for.Michigan as a whole. Over the entire nine-year period,
the jobless rate in thig area fell at an annual rate of 1.0 percent
compared to a 2.8 percent annual increase statewide. The
downtrend in this area's jobless rate represents the best
performance among Michigan metropolitan areas from 1970 to
1978. Except for the Grand Rapids SMSA, which experienced a
modest downtrend of -0.6 percent, all other metropolitan areas
experienced an upward drift in the unemployment rate.

Average weekly 'i‘nitiul claims for unemployment insurance,
shown in Chart BY3, also reveal behavior in the local area that is
similar to the state, both series beginning cyclical upswings befote
peaks in national business activity and cyclical downswings at
~ about the same time & national expansion starts. In relative terms,

initial claims rose more in the Bay City SMSA. thanin the state

during the 1969-70 recossion (324.8 per@ compared to 193.2
percent), but during the ldst recession the relative increases were
301.7 percent and 301.1 percent for the ocal area and state,
respectively. As of the fourth quarter of 1978, average weekly initial
claims in the Bay City SMSA were 65.8 percent below the recession
high of the first quarter,of 1976. Over the same periad, initial claims
statewide were down 53.7 percent. Thus, like the uneamployment
rate, initial claims in the Bay City SMSA have outperformed the
state series during the current expansion. Furthei'more, over the
19_.68-78 period, initial claims for unemployment insurance grew at
an annual rate of 3.1 percent in the Bay City area compared toa7.3 "
percent growth rate for. Michigan as a whole, the third lowest
among the state’s 11 metropolitan areas.

The average workweek of manufacturing workers in the Bay City ’
- SMSA is shown by quarter for the 1968-78 period in Chart BY4.
Unlike all other metropolitun areas in Michigan, the average
workweek in the Bay City SMSA rose throughout most of the
1973-76 recession. Statewide, average weekly hours of
“manufacturing workers fell 9.7 percent during that period, with
substantial declines recorded in the Lansing-East Lansing and Flint
SMSAs. The rising workweek in the manufacturing sector of $his
local area was certainly atypical behavior for a -Michigan
metropolitan area. Over the e tir_ﬁeriod: the average workweek in
the area grew at an annual rafe of %3 ercent:ecompared to #lmost no

" growth statewide and a slight downtrend nationwide.
. | 1on
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Construction

"" Construction, activity in the' Bay City SMSA exhibited a- high _
" degree of cyclical sensitivity, as measured by the behavior of new
builgfng permits for private housing and total employment in the
locel construction mdustry

he Index of New Bunldmg Permits for private housing is shown
in Chart BY5 for the 1965-77 period. Becagse of the volatility of the
index from quarter to quarter (dashed line), a x‘rf(yvmg averige \was
- computed (solid line), The moving fverage ‘revenls the short n_‘
cyclical swidgs in the index. As is the case. for other metropulitah’ -
awgas in Michigan, the state as a whold, and the nation, new building - "
pprmits began declinirig before peaks in nationallmsinees actnvlt‘.y\ :
i and the downswing duting the late 1960s was less severe tham that'. "\" .
\ of the 1978-75 period. In'the Bay City, SMSA, the moving avetage: _\'-; J
| of new building permits fell 64.4 pergelit during the former périod——"',
| and 72.8 ?rcent duripg the latter. Bgth local contractions exceeded °

| the downswings in bhe sta thd nation.

The expansion in éw bulldi g Rermits began in the -gecond
- quarter of 1976, b\?? t-dell during. hate 1976 'and early

Preliminary data for 1978 sh hatf the moving average of v
building permits has conti fodl. Despite this recent falloff, -
new building permits i ZN' a grew &4t an annual rate of 3.2 ,
‘percent ovex the 1966- l 7 pertod, second only to the 8.4 percent
owth rate for the Jackson SMSA.,

Employment i in the local onstruction industry is shown in Chart
BYY6. In this area, building trade employment exhibited a long
cyclical downswing that bégan in the first quarter of 1971 and
continued through the first quarter of 1976. That decline was 47
per¢ent from peak to trough, second most severe among the 11
metiopolitan areas in Michigan, and substantially Jargeg thanthe
statewide drop of 28.6 percent Chart BY6 shows that construction
emplyyment experienced ‘strong recovery from 1976 to 1978,
rising\ above its prevnous eak. iE 1971. For the nine-y®ar period,

, construction employment in.the Bay City SMSA grew at an annual
rate of 1.8 percent, making this area one of or\ly four SMSAe in
Michxgan ‘where positive growth wgs evident .over the 1970-78
period. Statewide, construction employment"grew 0.4 percent per -
year, so that the Bay City SMSA outperformed the state as well.

Banking Activity . b " o/
Indexes of two deposit sen;,ies for | commercial banks in the Bay
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City SMSA are shown in Chart BY7. These represent the price-

adjusted- value of quarterly data for total deposits and demand
deposits at the area’s commercial banks expressed relative to the
1972 average. As the chart shows, both indexes began falling in late
1972, four quarters before the beginning of the national recession.
The cyclical decline in the Index of Deflated Demand. Deposits was
more erratic and of longer duration than the slump in the Index of

" Peflated Total Deposits. From-peak to trough, the latter fell 17.8

percent and the former 31.9 percent. Both contractions were the
most severe among the state’s 11 metropolitan areas.

As Chart BY7 shows, neither index has risen above pre-recession
peaks. The Index of Deflated 'I‘otal Deposits expanded 16.2 percent
fromy its cyclical low to a level recorded in the second quarter of
1978 kThe expansion in the Index of Deflated Demand Deposits was
somewhat less, 14.3 percent. ¥

Thq large cyclical declines combined w‘the moderate expansion
restricted growth of deposits. Table BY3 shows that, in current

TABLE BY3
: : : ) ) -
Annual Rates of Growth of Selected Commercial Banking Indicators

Bay City SMSA and Michigan®

(percent) / ’ - .

: Bay City 8 .
Indicator ) ) _ SMSA | Michigan
QDemand deposits {current dollars) . . R . 3.1 3.7
Deflated demand doposﬁts" ................ . -356 -30
Total deposits (current dollars) = .. = o 170" 7.3 »
Deflated total deposits’ " e 0.1 04
Total loans (curront'dollurs) o R A I 70 7.A6v

" Commereial and industrial loans (current dollars) 33 .18
ypnsumormstnumontlouns (current dollars) . . . . 9.7 9.1

¥

¢

I',x(.opt where indicated. otherwise, onthnutod growth rates are based on ]og
lindar trends for the 1970-78 period.

lCurronbdollur values adjusted for changes in the U.S. Consumer Pri(!_o"lndox.
) 4

-
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” CHART BY 7 N
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Y '

dollars, demand deposits and total deposits in the Bay City SMSA

grew at an annual rate slightly below the statewide rate. After

adjusting for price changes, however, demand deposits exhibited .

negative growth of 3.5 percent per year while total deposits

displayed virtually no growth. The secular decline in deflated
*  demand deposits in the Bay City SMSA exceeded the downtrendsin
all other metropolitan areas in the state. . s

_The current-do}lar value of total loans at commercial banks in the
Bay.City SMSA fell 4.1 percent during the 1973-75 recession, after
rising about 26.2 percent during the precedmg expansion period (see

_ Chart BY8). The slump in commercial and industrial loans in the
- area was a major contributor to the falloff in total loans during the
last recession. Measured from peak to trough commercial and
industrial loans fell 21.4 percent. That decline was second only to
the 26.1 percent fall in such loans in the Battle Creek SMSA. As
Chart BY8 shows, consumer installment loans suffered a milder
contraction during the recession. However, the 9 percent decline in
current-dollar volume was relatively severe among Michigan »
metropolitan areas, ranking fourth among the 11 SMSAs. g

Chart BY8 shows that since hitting cyclical lows in 19756, the
current-dollar volume of loans in the Bay City SMSA has expanded
substantially. By the second quarter of 1978, commercial and
industrial loans and consumer installment loans were up 117.6
.percent and 100.8 percent, respectively. As a result, the current-
dollar volume of total loans at commercial banks in the area rose 89
percent over\g three-year period.

o

! ’
“For the entiye 1970-77 period, total loans grew at an annual rate of -
7 percent, only slightly beldw the statewide growth rate of 7.6
, percent (see Table BY3)*Of the two major loan catégories shown in
Charf BY8, consumer installment loans exhibited the greater
growth mcredsmg 9.7 percent per. year compared to. the more
. modest 3.3 pertent pace for commercial and industrial loans.

!
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The Detrogl SMSA, which'is cofiposed of six counties in

ichigan, is by far the largest urban reglon in the state, ™

with a population estimated at 4,370,200 in 1977." In that year, 47.9

percent of Michigan's residents lived in the Detroit SMS4, and the

area claimed 2 percent of the total U.S. population. The Detroit SMSA

is one of the major mefYopolitan areas in the nation; in fact, in 1977 it
ranked fifth in size among all SMSAs in the United States.

While thig SMSA is the largest in Michigan, it is the only. such area
the state to experience negative population growth during the
70s. Between 1970 and 1977 the population is estimated to have
fallen from 4,485,051 to 4,370,200, or 1.5 percent, That loss, attributed

", to a sizable net outmigration of 292,800 from the area, was due to the

net logs of 371,600 in Wayne County, location of tﬁe Ci}y of Detroit,

" combined with & modest net immigration of 78,700 into-the other five

more suburban counties. This intrametropolitan shift from central city
to suburbs is a w1dely recognized urban phenomenon in the United

: Stat.es and is not umque ‘to the Detroit SMSA. However, in the latter,

the urban core in Wayne County. contained 60.2 percent of the total
SMSA™ population in 1970, and the 9.5 pércent loss in that

. county~—from 2,670,368 in 1970 to 2,417,700—~more than offset gains

in the other five' countles-over the seven-year period.

The relatnve size of the Detroit SMSA within Mnclngan is wulso
reflected in the area’s to rsonal income. In 1976, personal ihcome
amounted to $32.9 billion, ‘Which was 53.6 percent of Michigan's $61.6
bi total and more than mne times the personal income of the Flint
SMSA, which ranked second.’Also, the six-county Detroit SMSA
accounted for 62.6 percent of the personal income generated in all

: metropo[ltan counties in the state in that year. However, the arga’s
- pergonal income growth between 1969 and 1976 ranked only ninth

“The sii-tbmntiua Chnt make up the Detroit SMSA aré Wnyno. Olkland,
Livlngston. Macomb. l;npour. and St. Clair. - } .

{
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* among the 11 SMSAS in Mjchigan, rising 7.8 percent per year in
current dollars. Despité- (i€ selatively slow income growth, thé
Detroit SMSA has the, bjfiptdier) capita income among the state's
metropolitan areas. In -Q'I\ﬁﬂpbf' (pita income in the area was $7,498,
exceeding the nationwide aﬁﬂ"statewimels of $6,396 and $6,757,
respectively. * ‘ :

: . : a

The Detroit SMSA is a large, mature urban region. As such, the
area experienced urban adjustment problems reflected, to some
extent, in its intrametropolitan population shifts, overall population
decline, and relatively slow income growth during the 1970s. Those
phenomena tend to be related to long-run structural gdjustments
which the area has been undergoing for som¢ time.” Q

The industrial structure of the Detroit SMSA is heavily
concentrated in manufacturing. Table D1 show§that, in 1977, 33.7
percent of the area’s total wage and salary workers were employed
by manufacturing firms, primarily durdble goods producers,
compared to 32.4 percent for Michigan and almost 24 percent for
the nation as a whole. The durable goods sector; which accounted
. Py v
( , TABLE D1

Percentage Distribution of Total’&’agg )nd Salary Employment
Detroit SMSA and Michigan, 1972 and 1977

Detroit SMSA Michigan -

tem . | g2 | 197 1972 1977

Total Wage and Safary . . ... 100.0% | 1000% | 1000% | 1000%
Manufacturing ... .. .. 35.6 33.7 36.1 32.4
Durables. .. ... .. ... .. 29.7 28.2 - 281 26.9
Nondurables . ........ 5.9 b.b 7.0 6.5
" Nonmanufacturing . . .. .. 49.9 61.2 48.0 - 49.6
Government ... . ... .| 1456 16.0 169 | 180

Source: Michigan Employment Security Commission.

.

2. A brief doég;i};tion of the Detroit SMSA growth process appears in Shapiro, :
H.T., Mirowski, P.E.7 and Fulton, G.A., Descriptive Study of the Major Labor -]
Market Areas in Michigan, Michigan Depdrtment of Labor, May 1978, pp. 4-36.

4
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4
A

- » for about 84 percent of manufgpeuring émployment in the Detroit
. SMSA, is dominated by automobile producers. In that year, the

transportation equipment industry accounted for 41.9 percent of
employment in the local manufacturing sector, compared to 34.7
percent statewide. Overall, the distribution of employment
statewide is quite similar to that of the Detroit SMSA, althcugh the
latter has a. smaller government sector and slightly larger
manufacturing and nonmanufacturing sectors. However, the state’s
* . employmerit distribution is affected significantly by the Detroit
-. SMSA due to its size. In 1977 the six’county area accounted for
" '61.4 percent of the state’s manufacturing employment, 51.1 perfcent
» > of honmanufacturi_ng employment, and 41.8 percent of government *
-~~~ employment. Thus, the Detroit SMSAs absolute and relative size in.
terms of population, income, and employment makes it the
dominant region in~Michigan, In addition, its i{\dUStrial structure, . -
heavily concéntrated in durable goods production, particularly
automobiles, lends a great deal of cyclical instabilify to the local
area and inevitably contributes significahtly to the total economic
performance in Michigan, '- '

\
Business Conditions in the Detroit SMSA N

Labor Market Conditions * \

' The area's total wage and salary employment and its thrfe m jor
' -. - components—nonmanufacturing,” manufacturing, and govermgfx?t
: ployment—are shown: by qyarter in Chart D1. As is the casein
he.other metropolitan _avg:yn Michigan, manufacturing
employment exhibits the most-Cyclical sensitivity and largely-
accounted for the downswing in total wage and salary employment
during the 1973-75 national recession. The cyclical contraction in
local manufacturing employment coincided with- the national
business slump, dropping 20.1 percent during that period. While -
that decline exceeded the 18.7 percent drop statewide, it ranked .
only sixth in relative severity among the state's metropolitan greas.
The Ann Arbor-Ypsilanti SMSA ranked first, with a decline in
manufacturing employment of 26.0 percent, followed by Flint (26.6
N percent), Jackson (26.5 percent), 'Lansing-East Lansing (24.
percent), and Saginaw (20.6 percent). However, because of the size
of the Detroit SMSA, job losses in the manufgcturiﬁg sector
amounted to approximately 126,000, or about 656 percent of total
decline in manufacturing employment in Michigan during the
récession.,

- . -

2t A
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CHART D1 ' . (
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Nonmanufacturing employment in the Detroit SMSA fell 3.6
J _percent during the recession,. but the downswing’ Was brief,
D ’beginnmg in thpcghnrd quarter of 1974 and ending in the secon
" quarter of 1976 grt D1 shows that government employm rosg
with little interruption throughout the recessldn add continued to-
exppnid through mid-1978. .y - .

-

N * The decline in total wage and salary employment in the area was
o 8 1 pgvcszt during the recessiolf, the third most severe contraction
LT samong the state's 11 met(ropoht;an areas and -well above the 6.9
~ percent decline statewide. As was the case in all of the state’s
~ SMSAs, the relative sfabllit;y 6f nonmanufacturing and government .
, employment; tempered the severity of: the contractlon in tl}e« s
manufacturmg sector in the Detroat SMSA. ‘

\

F‘oﬂownfg the last recessi on,. total wage and salary -employment
.v.. © > has expanded- 13.6 percent f h the low i in the first quarter of 1976

L {(’jﬂ the fourth quarter of 1978. Over tRe same period, tHe area 's
manufacm employment increased 18.6 percent, but, as Chart
Dl reveals, that still left employment in that sector below the-pre-
recessnon peak. Not so for nohmanufﬁcturmg employment; which
expanded 13.2 percent to a level in the fourth quarter of 1978 well
above its-1974 high. But, @ is the case in other( tropohtan areas,
government emplayment rose the least after the recessnon, only 67

3
o
R

~

N - percent. , . s
“As Table D2 shows employmen% growbh in the Detroxt SMSA )
" dUw\g the 1970-78 ‘period lagged behind the’ statewide ‘growth ~ 5
rates. For the manufacturing sector, the, islight downtrendof 0.1, - -
B percent, over the nine-year pericd was the fourth poorest
. pef formance among the state’'s 11 SMSAs, rankmg behind the
. _‘\rne atrvgx growth . m the Jackson SMSA (-1.6 pprcent) .the Battle
. (B’reek SMSA( 1.4 percent), and tpe Muskegon SMSA (-1.1 percent).

. .- Combmed with only ‘modest growth of. jobs in the
' ‘hommmufacturmg and ﬂmment sectors, the manufacturing -

. Y4  employment trend in this MWa resulted in dn annual'growth rdte of -

4/\, ~ just 1.3 percent, for total wage and splary employment in the Detroit

5\5' o SMSA On]y the Battle Creek mnd Jackson SMSAs’ experienced

g slower growth dunqg the period! 0.9 _percent ‘and 1.1 percent,
'respectlvely Aldug with’ thon@ two areas, the Detroit SMSA stands
out {m a relatwely slow grovﬁh area in M;clngan iuerms of
-employment. e e

s The unemployment si uatwn in the Dé’fiont SMSA is reﬂected in
' the behavior of two local indicators—the unempleyment Fate and . _
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TABLE D2
Average Annual Growth Rates -
of Selected Labor Market Indicators
Detroit SMSA and Michigan®

L}

(percent)

Indicator “, v %\ ”

Detroit
SMSA

Michigan .

1.8
0.2

1%
0.1

Total wage arid snlgry employm&ﬁt

*Manufrin employment .. 4 .. ... .

N(_)nm(xnhfucturlng empl(‘)'yn'\;mt .

»

.

Government employment . * .

2.0
2.0

1.3 "
.

2.6
3.0

1 - . ‘ -~
+ Civlian labor force . ..

hd

Unemployment rate

.
‘Average weekly initial claims for U‘lb i,

3

* Average workweok, prod

we T
v
v

b

e A

. b
uction workers, mfg.” . .

2.6
6.7

L R

uEXCopL where indicated otherwise, estimated growth rates are based on log-
" «linear trends for the 1970-78‘ petiod. '

-

bComputod for' the 1968-78 period.
S e "o,

initial claims for whemployment insurance, The area's jobless rate, -
shown in Chart D2, exhibited behavior quite similar to the state as a

. whole, begipning to rise before the national recession and increasing

* throughout the slump, then receding at about the time the recession
was- ‘ending. This is exactly the same as the behavior of the

~ unemployment rate natiopwide. But, while the state and local
jobless rates behaved similarly, the statewide average moved higher
during the recession, reaching a seasonally adjusted 13.4 percent in
the second quarter of 1976, compared to asgyclical high of 12.5

" o, percent for the Detroit SMSA. Since the last recession, the area’s

. jobless rate has fallen substantially, hittiné a recent sepsonally- ‘
adjusted low of 6.4 percent in the second quarter of 1978. Despite _
this decline, Chart D2 reveals an upward drift in the area's
uUnemployment fate: for the entire 1970-78 period. The uptrend was
estimated at 2.6 percent per yeqgf, slightly below that. of the state 7
(see Table D2). A

Avérago‘ woekly _Tnitia_\ ¢laims for unemployment insurance, .

‘

-
A ’

/ s

'

" .

-» .
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.~ shown in CHart D3, exhibit a similar pattern of leading E“ehuvipr at
_ peaks in -dational busingss activity and rough coincidence at
/7 troughs. Ot'icourse, because of the size of the Detroit SMSA, the
movement of initial cjuims statewide is glmost a mirror image of the
behavior in the metfopolitan area. During both recessions, however,
. the relative rise in average weekly initial claims was greater-in the
metropolitan area than in the state as a whole. Claims rose 237.3
percent and 375.1 percent in the Detroit SMSA during the 1969-70 .

8§ i - and 1973-75 recessions, respectivel compared to 193.2 percent gnd
_ J01.1 percent statewide. Despite the steeper rise locally,”six othef
- metropolitan areas exhibited greater increases than the Detroit
“ *  .SMBSA during the 1969-70 recession, and five other areas had more ’
‘ " sovere upswings during the 1978-76 slump.” N v

Averdge weekly-initial claims have fallen substantially since the

last recession, as the local economy, recovered and employ ment

v+ ‘expanded. As of the fourth quarter of 1978, average weekly initial
ez claims in the Detroit SMSA were 57.6 percent below their recession
high. Statewide, initial claims were 53.7 percent below their cyclical
high of the first quarter of 1975. Howevgar, as Chart D3 shows, at

the end of 1978 initial claims locally’and stalewide wepe still well
above their ‘pre-recession levels, For the entire.1968-78 period,

) initial claims in the Detroit SMSA grew at an annual rate of 8.6
o percent, which is above the state growth rate of 7.3 percent for that -
' ll-yeur'periO(h Compared "to the other ‘metropolitan areas in
Michigan, the growth in initigl claims in the Detroit SMSA ranked

N gixth, behind the uptrgnds in the Ann Arbor-Ypsilanti, Batgle

Creek, Jackson, Kalamazoo-Portage, and Muskegon SMSAs. .

~e

r

Finally, the average workweek of productions workers in the
Detroit SMSA exhibited a hi%&isgree‘ of cyclical sensitivity (see
Chart D4). The average workwedhhegan to decline before the start of .

_the 1973-76 recession, falling from a séasonally-adjuseed high of 45.7

. 3

hours in the first quarter. of 973 to 40 hours in the second quarter of

.« - 1975.That 12.5 percent drop in hours worked in local manufacturing
) induglries ranked behind tHe declines in the Lansing-ast Lansing,

Flint, and Ann Arbor-YpsilAnti SMSAs. Efach of those three areas is * -
heavily toncentragge durable goods production, especially

’ automolffes ahd rejpted: products, so that the relatively large falloff
in hourg 4d during the last recession is not unexpected behavior.

o As Chart D4 ghows, the average workweek has recovered substan’,
tially since the recession, and ds-of the last quarter of 1978 it N,
hour below the pre-recession peak. . '

3. For tho-li)(}{);‘la period t,h(m.o alfeay are Ann Arbor-Ypuilanti, Bay City, Flint,
WJackstn, Lansing:Last Lansging, and Saginaw. Durijug the 197376 recessiof, the

incroass in the Detroit SMSA was excooddl by upswing in Aun Arbor-Ypsilanti,
Battle Creck, Flint, Grand Hapida, and Saginaw. ‘
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CHART D3
" AVERAGE WEEKLY INITIAL GLAIMS FOR UNEMPLOYMENT INSURANCE, STATE P‘ﬂOORAMS
- } DETHOIT SMSA
i (Suasonally adjusied) - "
Ratio .
wale 14 v P . /
3 SEATTLERET 4 ] N TP o .
40 —oto - Statewide claims (thouwnds} l i
' “.o SMBA clums (thousands) - .
. 3 t .
PREpep - |
o . . /’ML\/"\ ’
, . L/\\
AL AT
. A \.4 A TR~
s II \ / \\ / ~ \ )//
v/,/— ) // -
LN / : 4
2 \\ . \ ?
R »
~N ' L
' Ao LIRET U 3 1 N U] N LIRS LR N RV W T ) LY LR N ) 0 4 1 .4 1
1900 1908 910 1971 tor2 073 19074 07Is 1978 W Ye18
Source Fhe W.E Upjohn Imulul‘- nmﬁ An data from the Michigan hullloynwul Security Commisalon and the
U8 Department of Labor / '
Shaded arcas indicate national receasion peritds as defined by the National Buseau of Ecdnomic Researe h, Ine.
o P peak nnd T = trough . .
) . -
- L]
5 CHARY D4 )
AVERAQGE WEEKLY HOURS OF PRODUCTION WORKERS IN MANUFAC!URINO INDUSTRIES
DETAOIT SMSA
] {Seatanally adjusted)
. Aetio . : . " . Natro
swale R ’ LA . N4 sate
, e . [ SR P
¢ . . L]
«
60 F ﬂ 1 ‘ 50
| - ' | | '
1) . Rte ‘ - fao .
& 2 \T&/\ - ’)2 TN '
0 »./'\ N A \_ / ) » ‘ . 0
. . ‘
. 4 R ~
4 ¢ .
K[ % d ki
or. . : L] -
P !
o . A . .
SR P & e LY PR SRR SR O SV S P T ) L ams T le FRT P -
1970 Lown 19712 197y 1974 1 1:24: 970 * 1977 1978
v Source Michigan Emplayment Yecurity Commissjon.
Note. Seasoua adjustment by the W.E Upjohn Institd/ih,
Shaded areas indicate national recewion perlode e defined BY the National Durean nf Ecanomie llownrvh Ine
P~ peak ahd T = trough.
A siash mark indicates that data for omllev pcﬂmin werd nat strietly comparablg because of a change in the geo
graphiic area. .
A
N "
4 M - .
! \
! i
. z / ’
- ,
" .
. .
86 - SR
) »
( L] .
\‘1 ( . " 0 l ) . . . ,
5 ! N ®
) , t b . .
- ' . v ~ T R

T T Y T

T
S
3
h
——y—
-
<
¢
.
A
]
1
.



4 ' .

? : Detroit SMSA 856

P

“ Construction ] o

| Construction activity in the Detrpit SMSA is reflected in the
behavior of new building permits for private housing hnd
employment in the local construction industry. These two local
mdlcators are shown in Charts D5 and D8. )

'l‘he unad)u%ed quurterly values for new building permits are
' expressed relative to their 1967 average and displayed as .the
. dashed line in. Chart D5. That index exhibits a good deal .df
variability from’ quarter to quarter, but cyclical movements are
evndent These are brought out more clearly by the moving
averago— the solid line in Chart D5, For the Detroit SMSA, the
behavior of new building permits generally conformed to national
business cyclos but with a lead, especially at peaks. A rather long
lead occurred before the 1973 peak in national business activity.
That is, new building permits in the six- county area began falling
eight quarters, or two years, before “the recession started.
Natlonw1d0 new building permits led by four quarters. The cyclical . .-
. declme in the Detroit SMSA, therefore, began about one year before
the Lontrt\(.tlon in a similar indicator for the nation as a whole.
Within' Michigan, the Detroit and Flint SMSAs exhibited the
longest lead time for new building permits relative to the national
recession,

However, in the Detroit SMSA the magnitude of the last cyclical
decline was not large compared to most other metropolitan areas in
Michigan. From its peak in the last quarter of 1971, the moving
average shown in Chart D6 fell 67.56 percent to a low in the first
quarter of 1975. While that decline exceeded the fall statewide of
56.2 percent, it was less than the 69.1 percent drop in the national
index and ranks as the third mildest among~the state's 11
metropolitan areas, behind the declines in similar indexes for the

- - Jackson and Grand Rapids SMSAs. . "

Chart D5 shows that the ne® building permlt index generally rose
during the current expansion period. Preliminary data-for 1978
indicate a slowmg in the rate of advance of new building permits in
the areg and a leveling-off of the moving average. The apparent
wéﬁkomng in the upward momentum recently has left the Index of
New Building Permits for the Detroit SMSA well below its pr&
recession peak.

) mpIOymenL in the construction industry in the Detroft SMSA, .
shown-in Chart D6, experienced a fairly long decline during the .
mid-1970s. 'That slump began in early 1973 and ended in the second
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~

" quarter of 1976, lasting a total f13 quarters. This lo’Ké downswing

was not unusual, since other Michigan metropolitan areas

* experienced contractions ranging from’a high of 20 quarters in the

A

‘Bay ' City SMSA to a mlattvely short seven quarters in the
Muqhegon Norton Shores-Muskegon Helghts SMSA. Among the

I'l Michigan metropolitan areas, five experienced longer declines -

and five somewhat shorter contractions than the Detroit SMSA.
Statewide, the cyclical decline inr employment in the construction
industry also lasted 13 quarters.

Measured from peak to trough, the magnitude of the decline in
construction employment in the Detroit SMSA was 24.9 percent,
only slnghtly above the 28.6 percent fall statewide. Six other

) metropohtan areas experienced more severe contractions. They are
Ann Arbor-Ypsilanti, Battle Creek Bay Ctty, Flint, Jackson, and:
" Saginaw.

As Cbart D6 shows, construgtion employment in the area

increased considerably since hitting a low in mid-1976. By the
fourth quarter of 1978, local congtruction employment was up 52
percent above the recession low, and 14.1 percent above its pre-
recession peak. Only two other SMSAs in the state hud employment
levels in 1978 above pre-recession, peaks by more than the Detrgit
SMSA —Flint and Muskegon. For the 1970-78 period as'a whole, the

Detroit SMSA experienced no growth in construction employment,

which, by the way, represents a fairly good performance over the -

“nine-year period, because six metropolitan areas_ in the sta}e
- experienced negative growth. The recovery in the betrott SMSA
since mid-1976 has offset the severe slump in construction
employment and sizable falloff of construction activity resulting
from the recession. A

Banking Activity

The behavior of key banking indicatorsfor the Detroit SMSA was
not markedly different from the state/as a whole during the 1970-78
period. This is not surprising becpuse .the size of the Detroit
metropolitan (frea, with its large finangial sector, suggests that
activity there is likely to have a considérable influence on the state's
aggrogate performance. In 1947, for example, the Detroit: SMSA
accounted for 54 percent of the cutrent-dollar volume of total
deposnts and 52 percent of total loans at commercial banks in the
state. Tablé D3 shows that annual growth rates for deposits and

*loans at commercial banks ovér the eight-year period from 1970 to
1977 were slightly lower in the Detroit SMSA than in Michigan as a

A 89
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. " . . TABLEDS3 o -
Avel:nge Annual Growth Rates
of Selected Commercial Banking Indicators
. Detroit SMSA and Michigan®

(percent)
. - Detroit
" Indicator : s SM\SA ) Mic‘higun
Demand deposits (current dollars) . . .... ..., ... ’ . 8.1
Deflated demand depositsb' ...... U . 3.0
\ Total deposits (current dollars) ... ... ... . ..., | « 6.6 7.3
k Deflated total deposits” ... ... ... .. . ] =01 - 04
¥ Total loans (Current dollars) .- . ’ e EETEE 6.3 .| .16
’ Commercmlund industrial loans (current dollars} | b1 o 73
Consurﬂner mstullment loans (current dollars) . . . . .. 8.7 9.1
‘ S T - Lt

9

» linear trends, for the 1970-78 period. - »

l‘(,»urrom, dollar values adjusted for changes in the Detroit Consumer. Price h’ndox
D for the Detroit SMSA and the U, S COnsulpor Price lndox for Michigan.

v <.

whole. For the bankmg indicators ,shown in Table D3, the largest
N " difference between the local ared and state wad in Pl growth of

percent statewide, compared to 6.3 _percent in the Detroit SMSA.
The latter was the slowest growth raté among the 10 metropohtan
areas in the state for which comparable d#ta were available.”
.. Moreover, the growth of total de osits in t,ha Detroit SMSA was the
" second Jowest among the(sicen MSAs. The Laflsmg East Lansing

g
o‘f

- .SMSA had the lowest ratd of growth—6,2 percent for the eight-year

most other metropolitan areas in Michigan in terms of the growth of
loans and deposnts at commércial banks. . .

4
L

'I‘pt,al Deplosits for- the Detroit SMSA gre shown m Chart D7.

-]:1%;;{,;;“0 “Crook SMSA is oxcludod from the confpnrlzzilns here bacnueo
banking data for that area did noL,Loyor g,ho entire~1970-17 peridd: (See the Battle
Crook SMSA section.) , g .

« ‘ . Detroit SMSA 89

"g xcept where. |qdicntod otherwise, osmetod growth rutos are based on log-

loaps; on a current-dollar basis loans grew at an annual-rate of 7.6°

. period. Theréfore, the Detrbit SMSA performed poorly relative to

" An Index of Deflated Demand Deposits and an,Index.of Dollated
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Quarterly values for both deposits sdries wete deflated with the
- Consumer Price Index for Détrof seasonally ad)ustegy and
- expressed relative to their' 1972 average. As the chart reveals, the - '
Index of Deflatéd Demand Deposits declined more than the Index,
. of Deflated Total Deposits during the last.recession. The former fell
~ 29.0 porcent and the latter a more moderate 11.8 percent.. Besides
~ the difference in the magmtude of the slump, the decline in the
Index of Deflated Demand’ Deposits lusted 16 quarters (4 years!)
compared to 11 quarters for the Index of Deflated Total Deposits, -
. Except for the Bay City and Lansmg East Lansing SMSAs, those
- yepresent the longcst (,ontractlon among metropolitan areas in
Mlchlgan 'As noted in other sections, the lead at the 1973 peak in
national; business activity and- the lag at the_ trough were ’
characterigtic ‘oA almost all local deposxt series as well as the
constant-dollar value .of gthe national money supply, narrowly
defined as unsh olitstandyg -plus demand deposits at ¢ommercial
b&nks - : T .' 9

.‘.’n

v

.-

~ Chart D7 shuws that neither mdex has moved ubove ts pre- ¢
recession peak during the (Qurrent\axpzmsion' The Index of [Peflated
Totak’ DOPO‘JltS hit a recent high of 99.1 in the fourth quarter of
K 19’77/2 & percent below its prevnous pgak.-By comparison, the Index .
- of Reflated Demand Deposits in the last quarter of 1977 was 17.1
perCent below its pre-recession peak. In none of the11 SMSAs inthe
state hag the Index of Deflated Demand Depdsits movet above pre-
rec’eqsmn levels, - so the behavior in-the Detroit SMSA is not
unusﬁul However, in four areas, Ann. Aﬂ)dr Ypsilati, Flint,
Grand Raplds and Saginaw, the 1978 level of the Index of Deflated
Total Deposits -exceeds tfe pre-recession peak. Thus,* while the
Detroit behavior.is not unique in this respect, it is certainly not '

amopg the str()ngcr pcrformanws across the qtate '
Y v '

'l‘he ‘current- dollar volumie of loans at commercial, banks in the
Detragit SMSA is shown, by quarter in Chart D8, along with
comterical and industrial loans and corfsurder installment lofhs.
“The latler two.grew at annual rates of 6.7 percent and 8. 7 percent,
respectively, ovef the 1970-M period. Commercial bank loans did , ..
~ suffer Jetbacks during the last recéssion but, as Chart D8 shows,
the contractions in the area’s loan volume'ﬁegan after the national
*  recession was underway. This luggmg tendency was evident at.the
r trough alﬂo, with a recovery in the area’s {otal. loan volume not
begmn ng unm late 1976. :

’

’ !

Slu rish g‘rowt,h of ‘demand’ doposiw is due to somefextent to (,hungou in W
ﬁnum.iul WR and prnmws a8 noted in Part L
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. . . L
Measured from peak tq trough, the current-dollar volume of loans

fell 7 percent during the 1974-76 period, the second largest drop
recorded among the state’s metropolitan areas. 'The Batt] ¢ Creek «

SMSA ranked first, with a decline of 9.8 percent” Thé d i:lines in p

commercial and industrial loans and consumer _mstallment loans
were 7.3 percent and 9.8 percent,\mapwtaegly.

As'Chart D8 shows, loans increased considerably in the area in
the last two and one-half years, and have moved well above their
1974 peak levels. In the second quarter of 1978 total loans were 2Q. 2
‘pertent above the cyclical peak in the second’ quarter of 1974, )
Commercial and industrial loans were 22.5 percent above their
previous peak, and Lonqumer installment loans 89.6 pvrcent higher,

~ In $um, the Detroit SMSA expenenced one of the larger declines i
in the current-dollar volumeof loans at commercml banks durmg
the 1973-75 recession. But, while the nsion has moved total
loans above ite previdus peak, the area manks e lowest among
the Mlchngan metropolitan areas in terms of growth ;iurmg ‘the
1970-77 period.

i
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L + level, thg‘fargest annual mcrease among Michigan' SMSAs. . 5 A

Flint SMSA

. »
The Flint SMSA is made up of Shiawassee and Genesee counties

and is the third largest metropolitan area in Michigan. In 1977,

.514,400 people lived in thetwo-county area, up 1.1 percent from its

1970 level. In that same year, the Flint SMSA accounted for 5.6

- percent of ‘the total population in Michigan. The F'D\t SMSA is
bordered by the Detroit SMSA to. the southeast,!the. Saginaw
SMSA to the north, and the Lansmg-East Lansing SMSA to the
west. It is, therefore, located in the heart of the automobile-
producing region of the nation and is the center for the production
of General Magtors’ tars. That oné corporatlon employs about three-
fourths of the mayjfacturmg workers m the area. : :

The F‘lmt SMSA ranks second among the state's 11 SMSAs in®
terms of total personal income, “which was estimated at $3,627
million in 1976. In that. year its per capita income was $7, 046, ¢
ranking just behind Detroit ($7,496) and Ann,Arbor-Ypsnlantl

(87,21 6). Over the 1969-76 period, the area’s persdnal income grew =,

at an annual rate of 9.3 percent, which exceeds the 9.0 percent
average growth rate for all U.S. SMSAs. Also, the.personal income
growt‘p in the Flint SMSA was the fourth highest’ among the 11 -~
Michigan SMSAs during that period. It should be noted, however,
that because of its heavy\‘dependence on automobile production,

' more than in any othér Michigan metropolitan area, personal
income in the Flint SMSA varies considerably over the business
cycle. For example, in.1974, with the auto industry in the midst of a
slump, pérsonal income in the Flint SMSA rose only 1,7 percent
from its 1973 level, the smallest incomme gain among the stdte's 11
metropolitan areas. But as automobile production‘boomed in 1976,
personal income in the Flint SMBA rose 18.9 percent from its 1976

L
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. workers in the area were'employed by the transportation equipment

" because of the high wages and-long workweek in the automobile

.of 1ts manufacturing employment accounted for by the )
transportation equipment industry,-approached anything like the .
" Flint SMSA gconcentration of employment in a single industry, ' g

94  Flint SMSA»

The employment distribution in the Flint SMSA is heavily
skewed toward manufacturing, automobiles in particular. Table F1
shows that in 1977, 43.6 percergd')f the area’s total wage and salary
employment was engaged in“manufacturing, compered.to 32.4-
percent statewide. Both, of course, -exceeded thé nationwide
proportion of °23.8 percent. Moreover, nearly all manufacturing
-employment in the Flint SMSA is accounted for by durable goods -.
industries, dominated by automobile and “related production at
General Motors. In 1977, 72.8 percent of the manufucturmg‘

indugttV. Only the Lansing-East Lansing SMSA, with 63.8 percent’ ™

L)

The heavy concentration ip automeobile production in the Flint -~ .
SMSA accounts for the area’s relatively high persopul income level . 7

industry .~ However, that*Mdustrial structure also lmparts a high
degree. of cyclical volatility to the local economy, giving the Flint - LR
SMSA 4 reputation as a boom or bust area. The followmg sections
reveal the cyclicaj sensitivity of economic uctlvmes in the area over

ronghly ghe last ten years. - W .
. . .. o Ve
- TABLE F1 . . !
Percqmage {)istribution of Total. Wage and Salary Employment
. Flint SMSA and Michigan, 1972 and 1977
. . ) . o . Py ) ‘z .
- | Funcsmsa Michigan
ltem e e - .__\).-4.,.>.1,.,,_.4,, e e e
- L emz | | herz | "
'I‘oml Wago and Salary . .. 7 | 100.0% | 100.0% | 100.0% | 100.0%
Manufa(.t,urmg o 45.0 43.6 ©o3sI 32.4
® Durables .. ... . | 424 | 4ka | 281 | 269
Nondurables . .. .. . 28 - 2.2 70" 6.6 ‘
Nonmanufacturing . . . . .. | 41.2 | 419 AB:0 - | 49.6 .
Government . ... ... S| 188 146 189 18.0
& — Ve - | .

‘Source: Michigan Employn\fon’t Security Commission.
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Business }onditmns in the Flint SMSA.

L

Labor Market Condition 9’

Several indicators of employment and unemployment in the I‘lmt-
SMSA reveal the hlgh ‘degree OT'\cyclu.al sengitivity which
characterizes this area’s economy. Over J‘oughly the last ten years
, the short-run “behavior of local labor. market indicators was
eubstantlally more volatile than thosevof the state as a whole. In
fact, the Flmt SMSA was the most (.yclu.ally sensitive of the state's -
S 11 metropolitan areas; not an unexpected characteristic given the -
heavy cvon(.entratnon in automoblle productnon within the area.

L Chart F1 shows w,age ‘and salary employment in the Flint SMSA

for the 1970-78 period: The cyclical phaaes of local total wage and /*
salary ‘and manufacturing employment _conformed closely to s
national business cycle patterns, moving up ring expansions and
falling during recessions.. In addition, tfie timing of peakswand .
trdughs in_the other two local employment series coincided with

peaks ‘and troughs in national busmess cycles over the period-
exan*ned . : . _ .

A

hY

. Not surprlsmgly. tl)e behayior of total wage and salary
. " einploymerit in the Flint SMSA is largely . determined by
_ movements in local manufacturing employment Note, for ex ple,
> that the total wage/ah?l salary employment series Mart
"F1 ispearly a mirror image of the manufacturi ployment
series. However, the latter is far more cyclicaly ¥ensitive than the
former. During the 1973-76 recession, for example, employment in ™
local manufacturing. industries fell 26.5 percent, the sécond. most
severe decline among the state's 11 metropolitan’ -areas and ranking
just behind the 26 percent ‘decline in the Anrr Arbor-Ypsflanti
SMSA. On the other hand, nonmanufacturing employment fell only
¥ 6.6 percent during the recession, and. g:grnment employment
experienced a brief setback of 8.3 percent. Consequently, total wage w
and salary employment in the Flint SMSA declined by 13.4 percent,
which is much less than that of manufactlﬂ‘mg employment but still
the most severe downswing_among the state’s,11 metropolitan
areas. The slump in the Flint SMSA excéeded by a wide margm the
~3.2 percent decline in the Kalamazoo-Portage SMSA, ' which
recorded the mildest " decline among the metropolitan areas in -
Michigan. Statewnde tota] wage and salary employment fell 6.9
percent during the 1973-76 period, just over one- half the magmtude /¢
of the downswing in the I I‘llnt SMSA.

. A
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As Chart l‘q shows, however, the employP}\ent expansiong in the
area follgwing the national fecessions have been fairly st}qﬁg, with
. the major components of Iwuk'{o and salary employment moving
above preé-recession peaks.” During the recent. expansion,
manufacturing employment in the Flint SMSA rose 40.5 percent
from its cyclical low in the first quarter of 1975 to th fourth\quarter
v of 1978. Thatlocal expansion ranks just behind the 46.1 /percent
increase registered in the Ann Arbor-Ypsilanti SMSA. Over that
+ time period, total wage and salary employment in the area increased .
27.9 percent, the largest relative increase among the state's 11
metropolitan areas. . ' \

-

Despite the large cyclical swingd that characterize employment in
. the Flint SMSA, the area’s growth performance was relatively
-good. Table F2 shows that this metropolitan area outperformed the
state in terms of growth of total wage and salary, manufacturing,
and government employment over the 1970-78 period. The
difference between the local*area and the 3tu{t; was substantial for
manufacturing employment, with the state moving upward at a
slow 0.2 percent annual rate compared to 1.2 percent in the Flint
SMSA. The latter ranks behind the 2.1 percent annual increase in
the Ann Arbor-Y psilanti SMSA, and the 1.8 petcent annual increase
in the Grand Rapids and Saginaw SMSAs. On the other hand,
nonmanufacturing employment in The Flint SMSA grew at an’
annual rate of 2.4 percent, third lowest among the 11 metropolijtan
areas. Only the Battle Creek and Detroit SMSAs, with annual
growth rates of 2.2 percent and 2.0 perceﬁt. respectively, exhibited
slower growth of nonmanufacturing employment over the nine-year
period. -

Two indicators of the unemployment situation, the unemploy-
ment rate and average weekly initial claims for unemployment
‘ insuqhnte. also reveal = differences in ‘growth and - cyclical
performance between the state apd the Flint SMSA. Table F2
shows that the jobless rate in the Flint SMSA drifted upwardat an

annual rate of 2.4 percent dwring the 1970-78 period, slightly below ¢

., the 2.8 percent annual inorease for LLi’e state as a whole. Both are

bol()wsgg,ho ﬁtrend ()f\4.3 percent per year that has characterized the
national jabless . More striking, however, is the difference in the
growth rates oldtial claims for unemployment insprance. In the
Flint SMSA such claimp grew at an annual.rate of .1.6 percent
during the 1968-78 period, compared to-the 7.% percent rate for
Michigari as & whole, arfd 7.1 percént nationwide. Moreover, the
growth rate in the Flint SMSA was the lowest among the state's 11

’ Q : A , o [N
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metropolitan areas, far below the 11.1 percent annual growt,h ratein
the Ann Arbor-Ypsilanti SMSA

TABLE F2’

* Average Annual Growth Rates of ,
Selected Labor Market Indicators 3 .
Flint SMSA and Michigan® ‘

/ ' (percent)
s - Maer mY mm A AitiTiia e, tm A mes. Ars S e e AR e e dm. e T ar.ar meen . e e P& e e * :
Indicator ] Flint SMSA * | Michigan
“Total wage and salary employment ' 2.0 c | 1.8 ’ f
\ . _ \ i
Midnufacturing employment : . Le . 0.2 '
Nonmanufacturing employment . 2.4, - - 26
* Government employment . 3.2 3.0
Civilian labor force : * W 20
Unemployment rate . e _ P4 2.8 '
Average weekly initial claims for ut®. 1.6 7.3
Average workwedk. production _. 0
_ workeh mfg. .. o . R W) 0.6 )
e e e — 4L S SR R
Fixcept where indicated otherwise, ostmmtod growth rates are bnsod on log- /
lincar trends for the 1970-78 period. .

l(,omput,od for the 1968-78 period.

However, both the unemployment rate and average weekly initial

claims for unemployment insurance are more cyclically sensitive in .
the Flint SMSA than statewide. These two indicators are shown by

‘squarter in Charts F2 and F3. Except for late 1970, the local and
gtatewide jobless rates were quite similar between 1970 and 1973. %
.But thie national recession and the slump in the a®to industry drove
the jobless rate in the Flint SMSA from a seasonally ‘adjusted 6.4 -
percent in the third quatter of 1973 to 17.3 percent in the second
quarter of 1975. The latter was the highest jobless rate recorded
among Mlchlgan metropolitan . areas and. was well above the
stutew;de high-of 13.4 percent

Whlle the runup in the local jobless rate was considerable durmg
the 1973-76 recession, Chart F2 shows that decline during the
recent expansion was also of sizable magnitude. This coincides with j
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the relatively *large cyclical. upswingd . and downswingd in,
émployment in the area, and is further evidence of the overall
cyclical sensitivity of this area. Despite the high unemployment
rate which characterized this area in euré?l‘.ﬂﬁ, the local jobless
rate receded quickly to a level cJose to The statewide average by
1976. In that year the unemployhent ratd’averaged 9.8 percent in
the Flint SMSA compared to.9.4 percent for the state as a whole. v
Since then, the local jobless ratg has remained just above the state
average.

. t

The short:run« swings in average weekly initial elaims for
unemployment insurance for the state and the Flint SMSA are quite
.gimilar although, as Chart I'3 reveals, the local series is more -,
orratic. Both series lead at national business cycle peaks; that is,
they begin to rise before a downswing in general business agtivity
starts. Since peaks in total wage and salary and manufacturing
employment tend to coincide with those of national usinegds cycles,
the upswing in average weekly initial claims tend%‘r foreshddow ) .
sluanS in employment in the Flint SMSA.' Finally, Bverage weekly
initigl claimg in’ the Flint SMSA fall substantially during expansion
" periods when employmentgn the area is rising. Chart '3 shows tha

while initial claims in the area meved downward after the‘1969-7(t
and 1973-75 recessions, they failed to move below previous cyclical
lows. By the end of 1978, initial claims in the Flint SMSA were
down 63 percent from their first-quarter 1975 level. Statewide,
initial claims had fallen 54 gercent by the fourth quarter of 1978,

Finally [ -the seasonally-adfwsted average workweek for
manufacturing production worke%wn in Chart F4, experienced
relatively lafge cyclical swings in the\Pint SMSA, not unexpected
behavior given the heavy concentrition on automobilg production
in the area. The contraction in the average workweek began before
the national gecession started and prior to the beginning of the
slump in local manufacturipg employinent. The decline was brief,
however, lasting only four quarters. But its magnitude was large, as
the workweek dropped frop 44.9 hours in the second quarter of
19%3 to 38.4 hofirs a .yeur\'j(xoter. As was the case for other sensitive
indicators in fHe metropolitan area, the average workweek’ .
recovered strongly, hitting a high of 46.9 hours in the fourth quarter J

1.«"The 6{Urut,'i'(‘ movements iwthe local seriea diminish, but do not eliminate, its
. usefulness as a leading indicator. Such behavior does indicate, however, that this
serios should be used aputiously and certninly in combination with otlfer sensitive
indicators, the average workweek, for example, ‘

- , \
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. "u' .. .
of 1978. That represents the longest workweek among
manufacturing workers ip any of the state’s metropolitan areas, and
is well above the state average of -43.6 hours for the last three

months of 1978. - (

B * ‘
Construction

3

A quarterly Index of New Building Permits for private housing is
shown In Chart F5 (dashed, lineh Each quarterly value is expressed
in-terms of the 1967 -average so that the base value of that year
.equals 100. The solid line in' the chart i§ a moving average of thé.

. unadjusted values and”is much.smoother than the unadjusted

index. Chart F5 reveals that new building perg\its in the Flint .
SMSA did not decline during the 1969-70 -recession. Inkfgct. the

" moving average rose fairly steadily from the last quarter of 1966 to

the fourth quarter of 1971. The Ann Arbor-Y’psilanti SMSA was the
only other metropolitan area in Michigan that did not experience a
recession-related contraction in new building permitgsin 1969-70.
Statewide, new building permits fell 21.5 percent and Qﬁ%mtidnul
Index of New Building Permigs dropped 24.5 percent. Thus, local
commitments to build pfivat§f housing, reflected in the Index of

New, Building Permitg, were unugected by the relatively mild
national recession in 1969-70. '

However, the more recent slump in building permit activity was
not only severe, but was also quite long. Chart I'6 shows. that the
moving average fell from a peak in the last quarter of 1971 to a low
in the#wst quarter of 1975. That.local cyclical decline, which lasted
more than three years, equaled the duration of the slump in the
adjacent I')etro_ii)und.Saginuw SMSAs and was the longest among
the state's metropolitan areas. The magnitude of the decline in the
Flint SMSA was 79.6gpercent measured: from peak to trough, and
that was exceeded ondy by the fall of 88.6 percent and 84.5 percent
in the Ann Arbor-Ypsilanti and Battle Creek SMSAs, respectively.

Chart I'6 shows, however, that. the subsequent expansion in new
building permits has been fairly strong. Preliminary data for 1978
show that the moving .average of new building pefmits has
continued-to increase, with its latest level being 195 percent above
the recession low. Despite this expansion, new building permits in
the Flint SMSA have. failed to reach their pre-recession high, a
gituation that existed in all Michjgan metropolitan areas at the end
of 1978, ° : ‘

l')mploylnent‘i‘n the local construction industry is shown in Chart

F6. As is the case in other metropolitan areas, construction employ-
«“ M ! [
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~ment in the Flint SMSA exhibits a high degree of cyclical

sensitivity. After a imodest expansion following the 1969-70
recession, construction employment. began declining in the third
- quarter of 1972—five quarters before <the national recession
started—and continued-to do so ‘until the second quarter of 1975,
Over thdt period employment in'the construction industry fell 33.9
percent, exceeding the statewide drop of 23.5 pércent. However,
three other metropolitan areas in the state suffered more severe
contractions than Flint. They are Ann Arbor-Ypsilanti, Jackson,

¢ ~h
As Chart F'6 shows, the recent expansion in employment in the
local construction industry has been quite strong.- Employment rose
"87.8 percent from the second quarter of 1975 to the fourth quarter
of 1978. That is the most vigorous expansion for this series among
the state’s 11 metropolitan areas. As .a Yesult, construction
~employment in-the Flint SMSA was well above its pre-recession
peak by the fourth quarter of 1978. Only in the Muskegon SMSA -
has construction employment moved further above its pre-recession:
high.

Banking Actiyity

The behavior ‘of totpl deposits and demand deposits at
commercial banks-inthe Flint SMSA is revealed in Chart F7. Each
series has been adjusted for price changes and expressed relative to
its 1972 average. ’

The cyclical declines in both indexes began before the 1973 peak
in national business activity. However, thg'downswing in the Index
of Deflated Demand Deposits started two quarters beforp that of _
the- Index of Deflated Total Deposits, and the former wis more
precipitous than ‘the, latter. From peak to trough, the Ihdex of
Deflated Demand Deposits fell 26.7 percent compared to the 13.4-
percent de®ne in the Index of Deflated Total Deposits. Neither of

- these two contractions was the most severe among the 11 Michigan
metropolitan areas. ‘ !

As was the case for several local employment and- construction’
indicators, the expansion of commercial bank deposits since the last

. recession has been relatively strong in the Flint, SMSA. In the

second quarter’ of 1978, the latest quarterly data available, the
Index of Deflated Demand Deposits was 26.7 percent abové its
recession low, and the Index of Deflated Total Deposits had risén
18.7 percent. And, as Chart F7 shows, the latter had risen above its

4
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. pre recegsion peak by the end of 1977, Jommg the Ann_Arbor-
' Ypsilanti, Grand Rapids, and Sagigaw SMSAs as an area in which

the deflated value of total deposits ab commercial banks had moved
above its previous cyclical high. Although the expansion in this
area’s demand deposits index was the most vigorous among _
Michigan metropolitan ‘areas, in mid-1978 the m\dex was still 7.1 g

) percent helow its pre-recession péak.

Table I3 shows that.the annual growth rate of the depesit series
in the Flint SMSA exceeded the growth rate for the state as a whole.
But the growth of total deposits in the Flint SMSA, 9 percent in
current dollars and 2 percent in constant dollars, ranked only fifth
among Michigan metropolitan areas. . >

TABLE F3

N : J .

Average Annual Growth Rates of Selected
- ) Commercial Banking Indicators
Flint. SMSA and Michigan®

= . . N
(percent)
Indicator Flint SMSA Michigan
B .—-‘ e B .\ g — r
' f Demand deposits (current dollars) = . 4.6 .37
( . Deflated demand deposits” .~} +2.2 . -3.0
. Total doposnm (unrrent dollars) . .., . - |’ 9.0 , 1.3
4 ,l)eﬂuth wtal’;doposntq ' 2.0 : 0.4
Total louh’wﬁrrent dollars) .. . .. 8.7 . 7.6
: Commeruul ahd industrial loans _ ’ . :
: (current dollars) - . . 71 ° 7.3,
\\ Consumer installment loans B : o
. (current.dollars) ~ .. . ... 9.3 9.1
o : o
o xcept where m(hcutod otherwise, estimated drowth rates are bused en log-}
:’( hnonr trends.for the 197078 period. . R . . V”‘
. ; . (,urront-dollar values adjusted for chungcs in the U.S. Consumet Price ]ndéx, e
¥T'he growth of loans was also relatively slow in the Flint SMSA,
. increasing in current-dollar terms at an anhugl rate of 8.7 percent
. ~ . ovar the 1970-77 perlod While that éxceeded the statewide growth
. ,}‘ S -
. - ~ L4
¢ .
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" rate of 7:6 percent it rankeg only flfth behmd the growth Nn
Saginaw, Muskegon, Ann Arbon Ypsilanti, and Kalamazdo-

Porta{je. -For those same ars, the current-dollar volume of

- commercial and 'induatnal oans grew at’ an annual rate of 7.1

percent. -In this case, only the Bay City, Detront and JacKson .

SMSAg registered slower growth. In addition,” the 9.3 percent' .

annual growth rate of consumer installment loane ramked eighth

_among the 10 metropolitan areas in the state for whlﬂ\ﬁc@mparable

data were available. Note that in terms of the latter tw()‘ foan eernes-’
the Flint performance was not"much dlfferent from thé state

<

Chart F8 shows that the growth rate of total loan‘i slowed X

considerably durmg sthe 1973-75 recession, and that consumer

.installment loans in the area experl@-ed. an a_bsolute dec_lme
‘throughoyt that period. That contraction was a relatnvely1mnl'd 4.8

percent, however In current dollars, consumer instaliment ‘loans
droppéd 6 percent. Only is the Ann ‘Arbor- -Ypsilanti SMSA, where

_such loang fell 4.3 percent, and in the Kalamazoo- Porbage SMSA,
.whsre almost no decline was evident, did consumer mstallment

loans experience milder setbacks durmg the ]@s-t recession. The

recession performance of commercial bank loanq in the Flint, SMSA*"
is remarkable, given the relatively large Lbntractlon in the area
_Wment during that business slump. - . - \

Also, Chart F8 reveals. that since the end of the re(:esswn the 2

expansion of loans has been strong. Commercial and industrial
loans are well above their 1974 levels, and consumer.installment
loans have risen 81 percent ‘since hitting a recession’low in the
second quarter of 1975. And in the second qfarter of 1978, total

" loans at®ommercial banks in the Flint SMSA were up 35.7 percent

over their pre- recessnon level.,

In summary, the Flint SMSA exblblted a high degree of cychcal“
sensitivity during the 1970s, characterized by sizable downswmgs '
and upswings in key economic indicators. The latter typically foset
the previghs cyclical decline; sending local economic: activities
above their" prevxous peaks. This relatn{ely large Lychcal amphtude
was ‘most. evidlent in the labor market i du,ators ‘Overall, the Flint
SMSA can easily be classified as the ‘most: cyclically sensitive
metropolltan area in Michigan {n terms of employment. However,
while deposits and loans at commercial banks in the area did ex-
perience cyclical swings, the Flint SMSA was not the most volatile_
metropolitan area in this regard during the 1970-78 period, nor was
it subject to the largest fluctuations in construction activity. .

, / . .
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o " In’ t.erms of popu{atntml the Gran Raplds SMSA is the .second
Ba N largest me;ropolntah drea m-Michngan) 1n'1977, 575 600 p%opﬂahve@ :
P “‘" L m\Ottawa and Kent. cbuntlés which (nage iip the Grﬁnd' Rap:ds .

3 5. - $MSA. That represents 6.9 _percent of the State’s tota] populatjon in "’
e nfzflat year")\lthoug&h tfus’ area fanked sqcbnd to tl;e Detroit SMSA in
e f/ ; . $ize1b 'wag cqnmdera’bly sifaller'in- absolute terms! ‘since/the {at{ser

e . 'hada population, 487 9,200"m 1977 mipre thm’fsevah t,xmet thtitof
N ')'\M the Grand Raplde MSA . C T ., .- \; ’

- R Betwenn 1?370 and l@'ﬂ opultttnon mcreased 6*7 i)ercent in fhxs ~
. t.wo-comtﬁy area.- ‘That . gain < ranked-’ ﬂﬁrd atnong ‘Michigh dg e
R metropahtan areas, just behind the énm&ase of ’7{3 percent an
e '-j - poreent . in . tHe ﬂahéxngEast Lansing. and' Anq A,wpr Y*psn}antn ce
:_'f . SMSAs, regpecttvely; and _well abive the statewmlé fncrease orf 2 8 e '.
)  plreent’ for. the eight-year péhod T . d -
“The Grand dexds SMSA also ranked third gmong the stabqs
e T metropohtan areas. in, terms .of, tqtal personal * incoine, 'Wfpch
. amounted to $3,663 million,in 1976. In thatt year,; the Grand ﬁdpnds
" SMSA accounted for 5.8" percent. of -totdl” persommdl - inedme, in” . °
Mnchlgan However, this métropolitan aréa had theat‘hird fowest per.. ™
. chlta mc%;e among the 11 metropalitan areas. In; 1976, its” pera""”,
v > 5 capjta inco e of '$6, I54 exceeded ‘that of the M;uskggon-Norton
R + Sheres-Muakegon Heights SMSA ($56,406)'dnd thé Bay City SMSA s
L T (96,118), and was below the statemdé level of $6,767. 'l‘he xelatwejy Y
- low per Capiba income level in’ the] Grand Bapids, SMSA IR
attnbutable largely to the fact that it is riot a. hlgh -wage aréa. This, " %
of ceursé, ig due to the local industry mix, whichisfairly di{ers fied ~«
ang not heuvily dependent.on’ the high-wage automobﬂe industry.
In fact; the 1976 average wage rate in this area’s manufacturmg
- gector was the lowest among'the state's metrbpolltan areas.. -

+ Table GRI shoWs that the employment dnstnbuéion in the local
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G;{and Rapids SMSA R e

! area is diplilar to the state, eXcept that the.govermnent sector is
- glitrasantially 'smaller in the Grtm(}\Raplds SMSA™ In 1977, the . .
prdporuon of tgtal%vﬂge and salary emplgym ent hceounted for by .7
" durable goods industries was oearly the s(gw

? the ‘state as a wholé, 26.1 percent and 26\5 percent, rbsbeq;wely .
Howeven, the “ag egawa ‘shown in '{‘able GR! mask the ‘major .-
* difference betweerybhis area and- the state: the key durable goods®
industries in thé‘@’rand Rapids SMSA are not linked. t automoblle
produ(,thn In 1977 the trapsportatlon ~edquipment 'indugtry
, Assounted for ‘only=6 percent, of .manufacturing employment in the .
‘area, compared to 34.7 percent statewide and 72.8 per(,ent, in the

' . * Plint SM,SA 'I‘he fabricated metals mdushy atcounted for 19,8

~percent of the area's manufu'u,urmg émploymentAn' 1977, followed
" by furniture and, fixtures, 14.7 percent, and nonelectrical machbnery.
» 14.0 percent. More thah one-half of "the jobs in the _Michigan
‘furpityre industry ave located in the Grand Rapids SMSA. Thus,
the local area has an industry gix substantially different, from the
state as a whole or from most other metropohtan areas in Michigan. )
This is especially the cade when the Grand Rapids SMSA is
compared to the met,ropoh'hm areas in the eastern part of the state.-
In addition, the manufacturing sector in t,he Grand Rapids SMSA is .
somewhat more diversified, with no smgle ‘industry or firm
accounting for. the bulk of employifient. in the area. Only the
Kalamazo&Portage SMSA has a more diversified industrial base
than that of the Grand Rapids SMSA.

T v -

»

TABLE GR1 - )

C oy

o N~

’

L Perc,entukel Distribution of Total Wage and Salary Employment
Grand Rapids SMSA and Michigan, 1972 and 1977 .

in the’local area and .- T '

dource: Michigan Employmont Security Commission.

X 1‘/ Grand Rapids SMSA, T Michigan
“Ttom 1972 1977 | 1e72z | ae7r
{Potal Wagoand Salary | 100.0% | 100.0% | 100.0% | 100.0%
qucturing . 37.6 34.6 36.1 32.4.
: Durablew . 28.2 | 26.1 28.1 26.9
Nondurables 9.3 ° 8.6 1.0 6.5 )
: Nomm;nu'fuct,\'lring 51.9 629 | - 48.0 49.6 '
Government 106 | 1256 16.9 18.0
W%
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e ln terms 0{ growth and Lychwl stability, the Grand Rawds
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Grand Rapids SMSA 109
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- : Busmeas Conditi()ns fn t}he (;ra.nd liupidﬁ SMSA (

Labor Market C’ondztwnq o TN

-7

SMSA outperformed all other Michjgan metropoNan ardas. Tablgy |
GR2 shows that-oven the’ 1970-78 periot, total wage and salury
-~ employment graws,at af annual rate of 3.1, -percent, which |is
considerably abo¥é the statewille rath o{ 1.8 pergent and repreae 8
‘the most rapid growth among the state’s 11 met:c)polltan areas ovpr
that nine-year period. The 1.8 perdent growth rate of manufactur g
employment in th&(;rﬁ:d Rapids bMSA rankg second, just behind
the 2.1 percoht growth rate in the Ann Arbor- Ypsilanti- SMSA. | .
However, while manufacturing and ponmanufacturing smployment '
if'the area grew at relatively rapid rates, the largegt contributor to
local employment gro ﬁltwus the governmeht sector Rpr the nine”
~ year period bcgmnmg in 1970, government employment grew at an
annual rate of 641 petcent, -which is the -highest growth ratp~fpr
pubh(, employment among the state's metropoljtan areas. r@j "

-

Table - GR2 - showg that the Grand .Rapids SMSA" ‘also
outperformed the stat®in terms of growth of’?e civilian labor force,

-

 TABLE GR? S .

Average Annual Growtﬁntes of

' Selected Labor Market Indicators "
. Grand Rapids SBMSA and Michigan® .
(porwnt)
- , Grand Rapids ~
~lnd|cnt0r ‘ SIMSA ' | * Michigan
- SR DR st e e
'l‘oml wage and salary employment 3.1 1.8 -
nufacturing employment . . . JL8 \ 0.2 o
§%nnanufncturing omployment .. 3,4 2.6 :
““Government employment ... .. . +6.1 3.0 .
Civiltag labor force . . 2.9 : 2.0
Unemployment rate ’ -0.4 ‘» 28
Average weekly initial claime for UI"  fo K y 7.3 .
Averagé workweek,-production e ' 1
workers mfg\. C , 0 3 v 06 *

0
*Fxcept whurv m(hum'd othorwmo omimutml growth ratps are l)uuod on log linear
trends for the 1970-18 purwd

"Computod for the 1968-78 period. | - il
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the unemployment rute ~and averige, weekly initial claims for
un0mployment insurance. Over the 1970-78 perlod the jobless rate -
in the area eXRlblth slight downtrend of 0.6 bercent per year,
wmpare to the 'upward drift of 2.8 percerft fgr the statdwide

average. Thud the (ﬁfnd Ruplds SMSA joins thé Bay City SMSA

as t ly metropolitan area in Michigan not ‘exhibiting poeltwe
gro in the local unemployment Yate. In line with the area’s
relatively strong employment growth, initial claims for
unemploymegng msurunw grew at a modest rate of 3.7 percent per
year over the 1968-78 period. Only the Flint SMSA had a lower
growth rate, 1.6 percent. For Michigan as a whole, initial claims
expanded 7.3 percent per year over thut eleven-year period.

Chart GR1 shows that- nonmunufucturmg and governmes(\
employment were highly stable throughout the "1970-78 period,
although the former experienced a slight 19 percent decline during

"the 1973-76 recession. But that decline was the mildest among the

state’ metropohtun areas except for the Kalamazoo-Portage
SMSA, in which nonmunufucturmg employment suffered no
setbatk during Yhe recession. On the other hand, manufacturing
employment fell | 8.3 percent in the Grand Rapids SMSA during the

* last recession, and that largely accounted for the 5. L percent decline

in the area’s total wage and salary employmént Both local
contractions were Jess than the statewide declines of 18.7 percent
and 6.9 percept’ for manufacturing and total wage and salary -
émployment, respectwcﬂy ’ )

Since the recession, employment in each sector has 1ncreused
substantially. Ad of the fourth quarter of 1978, manufacturing
employment was up 29 peraent over its recession low and had
reached a level that was 6.4 percent above its pre-recession peak.
Combined with the steady growth in nonmanufacturing and
government employment, the expansion g\ munufucturmg has
resulted in a 17.6 percent increase in the area's total wage and
salary employment since the last regpssion ended. ;

The jobless rate in the Grand Rapids SMSA exhibits uboutJ,he
same cyclical sensitivity as-the statewide rate but, as Chart GR2
shows, the local rate has remained somewhat. below the state
average throughout the nine-ydar period. During the last recession
the local unemployment rate rose from a seasonally-adjusted b
percent in the third quarter of 1973 ta 12.4 percent in the second
quarter of 1976. Since that time, the unemployment rate in the
Grand Rapids SMSA has fallen considerably, hitting a recent low of
4.8'percent in the first quarter of 1978, ylow ity pm(ecey\ion low.
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Grand FRapids is, therefore, the only" metropolitan area in Michigan
where the jobléss rate has fallen below its pre-recession level.

- Awverage weekly initial claims for ungmployment insurance,

shown in Ghart GR3, exhibit an ovxéll pat ern of hehavior in the

Grand Rapids SMSA that.is also quite similar to the state as a

o the expansion period begmmng in late 1970, average weeldky mitial
¢laims fell 69.5 percent in the Grand Rapids SMSA, compared toa

52.6 percent decline statewide. But, during the recession, initial

laims jumped 452.6 percént in the local area. Or\ly the Ann Arbor-

Yps'nlantl Flint, and Saginaw SMSAs registeréd larger relative

" increases than Grand Rapids during that period. Interestingly, each

than Grand Rapids,; and each experlenced a more severe drop in
i manufactunng employment *

Chart GR3 shows, however, that as of the fourth quarter of 1978,
lmtml claims in the Grand Rapids SMSA were considerably beld
. the recession high. In fact, average weekly yy«ml claims werg down
. 67.4 percent ih the local area compared td53.7 percent statewide.
Nevertheless, they were stnlfbabove their glevious cyclical lows in
the fourth quarter of 1968 and the second quarter of 1974.

production workers in ymanufacturing industries in the, Grand
Rapids SMSA fluctuateé\wnthm a rather narrow range durmg the
_1970-78 penod During the last recession the averafié workweek fell
only 5.3 percent. Except for the Bay City SMSA, whdre the average
workWeek did not experience a cyclical decline, that was the mildest

e the first quarter of 1975, the average workweek has expanded in the
area. Expansion has been relatively mild, however, hitting a récent
» high of 42.1 haurs in the fourth quarter of-1977 and remaining close

to that level since then. Throughout the recent ' expansion, the
Grand Rapids- SMSA has had the shortest wurkweek among the
state’s metropolitan areas. .

bl

“Construction / ©

Both construction "emp.loyment, and new building permits for
prifate housing in the Grand Rapids SMSA exhibit cyclical
behavior that conforms closely to national busmess cycles. Charts

Vo (U

GRb6 and GR6 show that both series declined during recessionp and
/ increased during expansion periods. The 4iming was différent;

whole. The local series was more cyclically volatile, however, During

of those areds isymore heavily dependent on automobile production |

/ .Finally,* Chart GR4 gshows that average weekly hours of :

. contraction among Michigan metropolitan areas. Since the low of’

1
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x\ B

~ howevgr. New building permits led at nniibnal business cycle peaks -

and trouths. whereas construction employment tended to“lag, -
especially ‘at troughs. '
14 ‘ ’

The magnitude of the decline in- new building permits was abou
the same during the 1969-70 and 1973-75 recessions, 43 percent and+
46.3 percent, re{pec_tiyely. In all othef Michigan métropolitan afeas
except Jackson, the contraction duxing the' N\373-76 recession was °

considerably more severe thar that of the late 1960s. This was also

_ the(éase for the state as a whole and the nation. Interestingly, while
" the'1973-756 slump in this area’s building permits was relatively

mild—only the Jackson SMSA, with a drop in new bdilding permits
of 33.9 percent, experienced. a milder contraction—the earlier

. decline in the Grand' Rapids area had been one of the more severe

among the ll._metropolitan areas in the state: In fact, the 43 percent
decline in the Index of New Building Permits in_this area during
1969 ranked fifth among Michigan metropolitan areas.

'The expansions in new building permits ha\’; been relatively
strong ihjhre Grand Rapids SMSA, Chart GRS shows that the peak
in the index in early 1973 was above the previous cyclical high in
fate 1968, Preliminary data for 1978 show that the ngost recent level
of this arel's new building permits.index was only 18 percent below
its 1973 peak. Among Michigan metropolitan areast only J ?kaon's
Index of New Building Permits has risen above its pre-récession *
peak. The pgrformgnce of the Grand Rapids index ranks second in

thie respect. _ ) ‘

Employment in the »a’s co%tluction industry fell 20.7 percent
from a peak in the fourth quarter of 1973 to a low in the fourth
quarter of 1976. Although that local cogtraction lasted three years,
thi$ was neppunique to the Grand Rapids SMSA, since all
metropolitan areas in Michigan exgerienced slumps in construction
employnient lasting longer than tz: nationél recession. Statewide,
the cyclical décline in construction employment lasted 13 quarters.
Thevamplitude of the contrattion in the Grand Rapids SMSA was
relatively small, with the peak-to-trough decline of 20.7 percent
ranking- behind the 13.1 percent drop in:the Muskegon-Norton
Shores-Muskegon Heights SMSA and the 18.2 percent falloff in the
Kalamazool}ortage SMSA.

Chart GR6 shows that since the low in late 1976, construction
employment has expanded to a level in the last quarter of 1978 that
is 2.7 percent above its previous cytlical peak. Thus, the Grand

w
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Rapids SMSA joins five othet Michig metr politan areas—Bay

City, Detroit Fh%l(alamazoo—'f’ortnge. ‘Muskegan-Norton
Shores-Muskbgon Heights—as regions .in the sta} »

where
employment in the local comgtruction industry has ridern b(}% pre-
recession levels during the recént exppnsion. Becuuse of “the
relatively strong recoveries ih the Grand Rapids SMSA following

-the last two recessions, construction employment fog the 197Q-78.

period grew at an nual rate of 1.3 percent, exceeding the modest
0.4 percent growth, statewide. + '

J ; 7 '
Banking Activity ' _/ :

The *Grand Rapids SMSA .ou'tperformed the state ‘over the

/ 1970-77 period in terms of growth of several banking indicators.
~Table GR3 shows that in current dollars the largest(difference was
in total deposits, which grew at an annual rate of 9.4 percent,
compared to 7.3 percent statewide. In addition, the 113 percent
growth rate in the current-dollar volume /of ' commercial and
industrial loahs in the Grand Rapids SMSA was’the fourth highest
among the 11 metropolitan areas in Michigan. Ranking ahead of the
‘Grand Rapids SMSA were the Sadinaw SMSA with a growth rate
of 14.3 percent per year,” and the Ann Arbor-Ypsilanti and
Muskegon SMSAs with growth rates of 13:3 percent per l\%ar. The
growth rate of consumer installment loans in the Grand Rapids
SMSA at 9.3 percént per year was relatively low, - with only the
Jackson (8.1 percent) and the, Detroit (8.7 percent) SMSAs
exhibiting slower growth.g ' :

The cyclical swings in lopns and deposits at commercial banks in
the area are revealed in Charts GR7 and GR8. In Chart GR7, the
Index, of Deflated Demand Deposits exhibits swings of larger
magnitude than the Index of Deflated Total Deposits. The former
fell 24.4 percent during the 1973-75 recession, compared to $h1
percent for the latter. Also, the Index of Deflated Total Peposits
has risen above its pre-recession peak, but the Index"of*Deflated
Demand Deposits has not, As of the seconid quarter of 1978 (the
latest'dasa available), ttze rtal deposits index was 3.2 percent above
its previows peak of th¢ fourth quarter of 1973. The demand
deposits index, on the other hand, was still 14.3 percent beldy its
pre-recession peak. That situation is not unique to this area. As

noted in the other séctions, sluggish behavior of demand depositsin .

local areas and‘in the state as a whole is due, in part to changes in
4

banking procedures. : Y

.._ &
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e
| Y [ 0
L ~ TABLE GR3- e .
e verage Annull Growth Rates)f‘ ,’ .
Selected Commercial BAnking Indicators o .
| rand Hapids SMSA and Michigan® -
{ ‘ \ . ";\
. : L St
{percent) e / / f '
. o ") | Grand Rapids . \
Indicator - SMSA Michigan *
Dt;lpan deposits (éli;rent &bilars) Cee 5.0 - 37
. Deﬂdted_demuﬁa d.eposit;ab ..... T " z2.1 -3.0.
Total deposits (current dollars) . . . .. .. 9.4 7.3
Deflatéd total deposits” . ... ... . . . "L / .28 0 04 . .
*  Tothl _loans(cfurrent_dollars) .......... y 8.\;\ \' 1 7.6
¥ Commercial and industrial loans -t 3
(current dollars) ........ . ... .. .. 11.3 . 73
Consumer installment loans . . : _ AN
(current dollars) ... ... ... .. . Y S A7 S 9.1 . .
. - : . / !
"E xcept where indicatgr herwige, estimated growth rates are based ot Tog-linear
tronds for the 1970-7 @ . : y _
) bCu.rrent;-d’(')lllatr YulMod for changes in the U.S. Consumer Price Index.
Total loans in the area-suffered| a setback in current-dollar terms
» _ during the last recession, as did consumer installment and
commercial and im%\'%qt,rial loans (see Chart GRS8). The latter fell 5.6 . .
percent and the formies 8.7 percent. Both contractions began.witha
lag during the recession and were quite brief. Consequently, t

falloff in the current-dollar volume of total loans was also brief and
fairly mild 4.8 percent.. - : \ ) : /

.Chart GR8 shows that loap’volume has expanded substantially in- *
the area since 1976. The_'q(tn; for the second quarter of 1978 show
total loans 40.7 percent gbove their recegsion-related low, with
consumer instajlment loans up 49.6 pertsnt, and commercial and
industtial loans up 57.7 percent. And, of coursey the current lpan .
volume in the Grand Ragids SMSA is well above pré-recession
levels, reflecting growth 'and expansion in current-dollar volume
sincé thg recession. B ' o\

In sum, then, the Gfand Rapids SMSA is characterized by ™«
cyclical behavior across key local economic processes that conforms '
closely to swings in national business activity, with ,wble
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differqné’és iptinting, The kehavyior off@%eral eé_onomi%_iy_dicators, BN
_reflecting perféripéince 'in the local laber market, the area’s -
, . ¢ construction sector, and local /banking, -suggests that this
, ~ ‘metropolitan area’ wajs the nmost Lytlically\stablearea ih Michigan’y.
=~ =,  over the perfod examineq. Such-stability appears 4o bé-cliqkéd'tov\ .
+  industrial- diversjficatior{ ang less relitice on 'the’, automobile
industry than in. most’ ot'her: metropolitan “#reas ,in the - state. - .
7 However, that structure gives the area the lowest*;fnaﬁu’fticturing
.-~ Wage rates and also oze{f the lowest per capita income levels ,
"~ among Michigan metropolitan areas. o ' A
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The- Jackson SMSA is a relatively small metropolitan area
fncompassing the dingle county of Jacksomy which is located in the .
* south central part of the.lower peninsula. In 1977, it had a
" population -of ¥49,900. Among the 11 metropolitan areas in the
" state, only the Bay City/SMSA is smaller. The area did experience a
- sglatively large increase i population bey‘,veen 1970 and 1977, with
its 4.7 percent increase ranking fourth \ﬁmong the state’s 11
metropolitan areas, behind the increases in the-Lansing-Eavgt .
Lansing, Aan%rbOr-Ypsilanti,, and'Grand Rapids SMSAs.

;In 1976, the Jackson SMSA generated $922 millioriyin total
‘personal income. As inthe case of population, onw City ..
SMSA had a lower lgyel of personal income. However, the gc/kso{ .
SMSA ranked ahead of the Bay City and Grand Rapids SMSAsiin -
terms of per capitd income. In 1976, its per capita incole was - 4
$6,268 compared to $6,254 in Grand Rapids and $6,116 in Bay<City.
Personal income in the ayea grew at an annual rate’ of 7.6 percent
during the 1969-76 period, the Slowest growth rate among the

state's 11 metropolitan areas. ) . n

The employment d'istributigsn shown in Table J1 yeveals that the
Jackson SMSA is similar to the 'sbdgﬁ as a whole. In 1977, 31 ‘
percent of total wage and salary empldyment wag accourited for by
/ manufacturing industhies, "with the bulk, of that engaged in. the
production of durable goods. The majo industies in the area’s
‘manufacturing sector include _transportation equipment,
nonelectrical machinery; and fabricated metals, with .a sizable
portidn of the activity in those industries linked closely to the ™
volatile automobile industry. But, during the 1970s, the local -
manpfacturing base shrank considérably, as the greatest
employment growth occurred in nonma,pufacturing industries "~ -
oriented to retail trade and services. ' o N
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- Source: Michigan Employment Security Conimission. -

‘each of ¢
_annual rates below those df the state as a whol (see Table J2). The
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| Percel-;{age Distribution of Total Wage and Salary Employment ,,
: Jackson SMSA, and Michigan,.l9'f2. and 1977

1 - i ' DS
B B ) jé_(_:kson“S'MSX ‘ T‘“T&icl—ﬁg;;_ T,
, Ttem 1992 | o | wm2r | 1eW e
Total Wage and Salary. . 100.0% | 100.0% |- 100.0% | 100.0%
Manufacturing ..~ . . .. s 1%56 ! - 310 351, - 324 .
_Dufables. ... . 29.0 | - 24.1 28.1 26.9
Nondurables . .. . 6.6 - 6.9 107 65
Nonmanufac.turing o 48.5 51.8 48.0
Government ... . .. .. | 169 .| 1712 | 169
L Jovernment ... ... 16 e | 16
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Busineps Conditions in the Jaékson; SMSA

= ~
~

The Jackson SMSA ranks with its western neighbor, txhe Bagtle
O&eek SMSA, s one-of the two slowest growth areas in the state in
tekms of empjoyment. Exceépt for nonmanufacturing employment,

Labor Market Conditions

employMent categories shown in Chart J1 grew at

performance of the local manufacturing secfor was particularf§t
weak, declining at an annual rate of 1.5 percent during:the 1970-
period.. This represents the steepes downtrend among the 11
metropolitan artas in Michigan.“joining the Battle Ci*eek, Detroit,
and Muskegon-Norton Shores-Muskegon Heights SMSAg’as areas
experiencing negative growth in manufacturing emplo_yment over-

-the nine-year period.

L4

Chart J{ shows that manufacturing erhployment in the area

~ experienced a tong contraction that began in the third quarter of *

1973 and did not end until the second quarter of 1976—the longgst:
slump among the state's metropolitan areas. Only the Battle Créelk .
SMSA, with a decline lasting nine quarters, came closé to the
Jackson SMSA in terms of duratiop. ‘

Ty

\\'

—~

&»

A

In addition to its long duration, the slump’ in the area'sr/

manufacturing employment was also quite severe, measuring 256
percent from peak to trough. That equals the decline in the Flinto
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TABLE J2

Average Annual Growth Rates of . . \ {
Selected Labor Market Indicators .
. Jackson SMSA and Michigan® A
A . .. s
- . (percent) ) :
e ' N Jackeon U a ot
T Indicator  ° ¢« | . SMSA - Michigan
Total wege and salary employment . .*.. W © 18
' Manufacturing em y'me'r{t ......... . -1.6 . 0.2
) Nonmanufaéturiffg employment . . . . . 2.8 2.8
s v Government employmént .. ..... . ... 16 . 80
N Civilit:n labor force . . . .. FER s \/\3 2.0
v Uhemployment rate ... .. .. U 43 - 28
~ Avergge weekly initial claims for ur'. .. 16 7.8
» Average workweek; production \( -
workera, mfg. L e 0.7 Y 0.2

. "Except whore indicated otherwise, estimated growth rates are based on log-linear
- t,ron(fs for the 1970-78 period

l’Computod for the 1968 18 period.

[N -"

. SMSA and nearly equals the drop of 26 percent in the Ann Arbor-

. Ypsilanti SMSA the most severe decline among the metropolitati
reas in "the "state. - However, unlike those two areas, where
manufacturing employment recovered-and then expanded to levels -

above pre-recessio } peaks, the re\overy in manufacturing

employment in the Jackson SMSA was quite weak. At the end of

1978, it was only 17.8 percent above the low in 1976 and stnll 14

percent below its pre-recession peak . . "

-

‘ 'As a result of a weak manufacturing‘sector. total wage. and salary *
~ employmient in the area has also performed poorly compared to
other mggropolitan areas in‘the state, with the possible exception of
the Battle Cresk SMSA. During ‘the 1973-76 recession, total wage N
and salary employment fell 8.3 percent, second only to the 13.4

_ percent -falloff in the Flint SMSA. But, again the recovery was
weak, as total wage and salary employment rose just 8.8 percent
from a low in the third quarter of 1976 to the fourth quarter of 1978."
Moreover, that increase still left, the area’s total wage and salary

. employment just below, its pre-recession peak. Thus, the Jackson
SMSA is the only metropolntan area in Michigan in which wage and

v
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salary employsent did not exceed its pre-recession peak by the end

of 1978." }( ;/

The unemployment’rate gnd average weekly initial claixds for
unemployment insurance ‘also reflect the relatlvely weak
performance of this area's economy. Over the 1970-78 perlod the
jobless rate in the Jackson SMSA drifted upward at an annual rate
of 4.3 percent,-compared to 2.8 percent for the state as a whole. In
addition, over a slightly longer period of titme— 19681978 —average
weekly initial claims in the area grew at-an annual rate of 7.5
percent. As Table J2 shows, the Lomparable growth rate statewide
is 7.3 percent

Charts J2 and*J3 show that the seasonally-adjusted. local
’uﬂemployment rate an(ii average weekly initial tlaims in the area
experienced sizable incredses during the 1973-75 recession. The
jobless rate rose from 4.0 pepcent in the second quarter of 1973 te
12.6 percent in the fourth quarter of 1975..That runup in the
unemployment rate was exceeded only by the increases “that
occurred in the Ann Arbor-Ypsilanti and Flint SMSAs. As Chart J2
shows, the local unemployment rate remained above the statewide
average from lAte ‘1976 through mid-1937. Since then, the local

jobless rate has moved well below the statewide average, with the "»
former averaging 5.6 percent und the latter 7.0 percent during the

fourth qudrter of 1978 ' .

However, while mntml claims for unemployment insurance rose
282 percent during the last recession, that was below the increase of
301.1 percent recorded statewide. Besides, that local increase was
the fourth mildest among the state's metropolitan areas, ranking
behind the rise.in the Muskegon, Lansing-East Lansing, and
Kalamazoo-Portage SMSAs. As Chart J3 shows, the decline in
average weekly initial claims in the Jackson SMSA during the
recent expamsion period has brought the level down considerably, as
they fell 59.9 percent from their high in the third quarter of 1975. At
the end of 1978, average weekly initial claiins were still 53 percent
above their pro—recesmgn low.

The average workweek of production workers in the manu-
facturing sector is shown in Chart J4. Note that average waekly
hours began declining before the two national recessions started.
Interestingly, in the Jackson SMSA, the relative decline during the
1969-70 recession was larger’than that of the 1973-76 period, 8.9
percent compared to 7.6 percent. This is similaf to the behaviokd
the Saginaw SMSA, where t,he shrmkage in the workweek wag

-~ v

' 1

“ . ) ‘,
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larger during the 1969-70 recession. In_the Jackson SK;SA. the
average workweek "has exhibited faifly Brong recoveries after
recessions, rising in each expansion to levels above prg-recession
peaks. In the last quarter of 1978, the workweek in the area
averaged 44.3 houss, up from its previous cyclical high of 43.3 hours
in the secorid quarter of 1973. ' . v

Construction

Two indicators of construction activity in the Jackson SMSA,
shown in Charts J56 and J6, provide conflicting sigrals about the .
vigor of such activity in the area. New building permits for private
housing, shown in index form (1967=100) in Chart J5, performed
better in terms of growth and cyclical swings\in this area than in

* any other metropolitan area in the state. From 1965 to 1977, they

grew at an annual rate of 8.4 percent. Oyer that same period, new
building permits declix%d 2 percent per year for Michigan as a whole

'.‘anﬁ' rose at a modest Annual rate of 1.2 percent nationwide. The

‘growth in the Jackson SMSA was plso far above that of other
metropolitan areas in the state. In fact, only three other areas
experienced positive growth over those 13 years: Bay City (3.2
percent), Grand Rapids (1.6 percent), and Muskegon-Norton Shores-
Muskegon Heights (0.4 percent). » o

The cyclical downswings in new building permits in the area were _
relatively mild, falling 33.3 percent and 33.9 percent during the
1969-70 and 1973-75 recessions, respectively. The latter was the
mildest among the state’'s 11 metropolitan areas, and considerably
milder than the 56.2 percent drop in the.state as a whole and the
69.1 percent decline nationwide..As Chart J5 shows, the expansion
in new building permits lofally has been quite strong since late

"1974. In fact, the Jackson SMSA is the only metropolitan area in

Michigan in which the moving average Index,of New Building
Pormits has risen above its pre-recession peak during the recent
expansion.

However, émployment in the local construction industry did not
exhibit similar strength. Chart J6 shows that construction
employment experienced a long cyclical contraction that began in
early 1973 and did not end wntil the first quarter of 1977. Except for
"the Battle Creek SMSA, that was the longest downswing among the
metropolitan areas in Michigan. It was also the most severe, with
employment dropping 46.0 percent from peak to trough. The

~ recovery of construction employment has been weak in the Jackson

SMSA. Chart J8 shows that the area’s construction employment is

s
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' )
still well below its pre-recession peak. In fact, quarterly empl(/)y
ment levels in 1978 were below those of the second, third, and fourth
quarters of 1977. Over the entire 1970-78 period, constructlon
‘employment in the area has fallen at an annual rate of 2.8 percent.
This negative growth for construction employment is certainly in

sharp contrast to the fairly rapid gi'owth in new building permits for

private housmg in the area.

Banking Activity

The performance of loans and deposnts at commercial banks in the
Jackson SMSA was not markédly different from the state as a
whole over. the 1970-77 penod Table J3 shows that totgl deposits
and demand deposits in the local area grew at slightly ‘f:ster rates
than the state aggregates, but loans grew at a somewhat slower
pace locally. However, the 7.9 percent rate of growth in the current-
dollar volume of total deposits in the Jackson SMSA was a
relatively slow rate compargd to most other metropolitan areas in
" Michigan. Only the Bay City, Detroit, and Lansing-East Lansing

SMS8As exhibited slower deposit growth. Those same three areas

also experienced slower growth in total loans.

TABLE J3

. Average Annual Growth Rates bf
Selected Commercial Banking Indicators
Jackson SMSA and Michigan"

(porCont) .
¥
¥ Jackson i
lndicator ) o §l\_‘lS_A o ._m_l\ﬁﬂn_i!ﬂnm_
Domand deposits (current dollura) ..... 3.8 3.7
Doflated demand deposita” . ... ... ... -2.8 -3.0
Total deposits (current dollars) . .. . .. . 7.9 7.3
Deflated total doposits” . .. ....... 0.9 0.4
Total loans (current dollars) ... ... ... . 7.1 7.6
Commercial and industrial loans )
(current dollars) . .. ... .. ... . ... 6.1 7.3
Consumer installment loans
_lcurrent dollars) R TR 8.1 9},%.*,

*Fxcopt where indicntod othorwiso ostimuwd growth mws are bnsod on log-linear
tronds for tho 1970-78 poriod.

®Computed for the 1968-78 period.”
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The twd loan categories shown in Table J3 also reflect slow
- growth ip the Jackson SMSA. The 6.1 percent annual growth rate
for comphercial and industrial loans only surpassed the very modest

growtl of 3.3 percent in the Bay City SMSA and the 5.7 percent -

rate in the Detroit SMSA. In addition, the 8.1 percent annual
increase in consumer installment loans in the Jackson SMSA
ranked tenth among the 10 etropohtan areas in the state for which
comparable data were availdble. -

The cyclical swings in demand deposits and total deposits at
commercial banks in this arefare revealed clearly in Chart J7. Both

indexes, which are based on current-dollar values adjusted for price

changes, started to decline before the 1973-75 national recession
began. This leading behavior  was evident in all Michigan
njetropolitan areas. In the Jackson SMSA the contraction in both

deposit indexes continued for several quarters after the slump in -

national business activity ended. Therefore, like other metropolitan
areas in Michigan, the cyclical downswings in the two deflated
deposits series for this area were relatively long.

From peak to trough the demand deposits index declined 26.4
percent and the’total deposits index fell 10.3 percent. Chart J7
shows that, while both indexes have recovered from their recession
lows, neither has moved above its pre-recession peak. In the second
quarter of 1978, the demand deposits index was still 18.9 percent
below its 1973 high and the total deposits index was 6 percent
lower. Thus, the Jackson SMSA joins six other metropolita$ areas
in Michigan ifi which the index of price adjusted total deposits in
commercial banks was below the pre-recession peak.as of mid-1978.*

Chart J8 shows that the. current-dollar volume of loans at
commercidl banks in this area exhibited a degree of cyclical
gensitivity during the 1970-78 period. On a current-dollar seasonally
adjusted basis, total loans fell 6.4 percent from a high in the first
quarter of 1974 to a low two years later. That is the third most
gevere decline in loan volume among the 11 metropolitan areas in
the state. Only the Battle Creek and Detroit SMSAs experienced
cyclical declines of greater magnitude, 9.8 percent and 7 percent,
respectively. Although the behavior of consumer installment loans
and commercial and industrial loans in the area is not as clear,

l Butt,lo Creok ia not strictly (:()mpurublo because its bnnkmg data bpgan in 1972
compared to 1970 for all other metropolitan areas in Michigan.
2. 'The other SMSAs are Battle Creck, Bay City, Detroit, Kulnmuroo—l’ortugo.
Lansing: Bast Lansing, and Muskogon . .
#
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several quarters of weak'ness are apparent in each ‘:aries dul;irig' ?
1974 and 1976. Of course, like other metropolitan areas'in Michigan,

; the current-dollar volume of loans in the Jackson SMSA was well

" above pre-recession levels as of mid-1978.

In summary, overall economic activity i the Jackson SMSA has
been relatxvely weak over roughly the last ten years. The area has .
experienced slow growth in wage and salary employment,
.attributable largely to the secular decline in it§ manufacturing base.
Certainly, the 1973-75 national recession had a severe impact on the~
area. And, based on the measures covered in this study, the
economic recovery and expansxon since the recession have not been
vigorous. In fact, comphred to other metropolitan areas in the state,
- the busmess expansion in the last few years has been'rather weak.
| Consequently, the Jackson SMSA and the neighboring Battle Creek
/ SMSA dlz:glayed two of the weakest economic performances among
i e jnetmpolit in areas in Michigan over the period examined.

S
S

.-




Kalamazoo-Portége SMSA

This metropolitan area is made up of Kalamazoo and Van Buren
counties, with the Battle Creek SMSA bordering on ¢he east and
Lake Michigan to the west. In 1977, the Kalamazoo-Portage SMSA
had a populatioré of 268,100, making it .the- fifth largest
metropolitan area in the state, ranking just ahead of the Ann Arbor-
Ypsilanti SMSA. About 77 petcent of the metropolitan population

resides in Kalamazoo County, which contains the urban center cities

- of Kalamazoo and Portage. Between 1970 and 1977 the two-county
area’'s population increased by 4 percent, exceeding the statewide
rise of 2.8 percent. Howéver, the population of Kalamazoo County
rose only 2.3 percent, while the population of the more rural Van
Buren County increased 10.1 percent.

- Total personal income in the Kélamazdb-Portage SMSA .

amounted to $1,719 million in 1976. That represented the sixth
largest income among the state’s: 11 metropolitan areas, ranking
just below the Ann Arbor-Ypsilanti SMSA, which had a personal
income level of $1,790 million in that year. With a per capita income;
of $6,610 in 1976, the Kalamazoo-Portage SMSA ranked fifth,

somewhat below.the statewide level of $6,767, but still above the °

wy

‘national level of $6,396. From 1969 to 1976, personal income in the

Kalamazoo-Portage SMSA grew at an average annual rate.of 9

percent, the fifth highest growth rate among the 11 metropolitan

- areas in the state. It should be noted that this nietropolitan ayea is

not a high-wage area. In fact, the average wage in manufacturing
industries in the Kalamazoo-Portage SMSA -is below the statewide
average, but it ranks ghead of other lower-wage areas like Bay City,
Grand Rapids, Jackson, and Muskegon. This, of course, is due in
part to the fact that the automobile industry accounts for a
.. relatively small share of the manufacturing base in the area.

.Table K1 shows that in terms of manufacturing, nonmanufac- -

18,
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‘turing, and govérnment, the distribution of employment in the

Kalamazoo-Portage SMSA is quite similar to the state as a whole.
There is -one outstanding difference between the two, however.
Manufacturing employment in the state is heavily concentrated in
durable goods industries, which accounted for 25.9 percent of total
wage and sdlary and 80 percent of manufacturing employment in
1977. In contrast, durable goods industries accounted for slightly
less than -one-half of all manufacturing jobs in the Kalamazoo-
Portage SMSA. And among the state’s 11 metropolitan areas, the
Kalamazoo-Portage SMSA is the least dependent on cyclically

sensitive hard-goods industries. The major manufactaring industry

in the area is the chemicals and allied products group, primarily

pharmaceutical production. The Upjohn Company is the largest"

singlp employer in the area and has been characterizedl by a high
degree of cyclical stability, historically.

TABLE K1’

Percentage Distribution of Total Wage and Salary Employment
> Kalamazoo- Portage SMSA and Michigan, 1972 and 1977

Kalamazoo—Po;tage T -
SMSA 0 Mlchlgan
Item w2 | e | 1972 1977
Total Wageand Salary | 1000% | 100.0% | 100.0% | 100.0%
Manufacturing . . . 376 33.8 36.1 32.4
Durables. . .. R T X 164 | 281 2.9 .
Nondurabbes .= , 19.5 17.6 7.0 6.5
Nonmanufacturing .. . 42.8 46.3 '\(18.0 49.6
. Government . .. . .| 196 199 16.9 180

Source: Michjgan Employment Security Commission.

Like the other metropolitan areas in the western p

: t of lower
Michigan, business activity in thé Kalamazoo-Portage S&l\gA is not .

heavily voncentrated in automobile production. In 1377, the
transportation equipment industry accounted for only 11. 4¥ rcent
"of manufacturing employment in the area, well below the\ 4.7
percent share statewide. Fabricated metal production accountedfor
14 percent of the ared’'s mahufacturing employment in 1977, with

<

the bulk of that activity linked to the automobile industry. -

Nevertheless, the Kalamazoc-Portage SMSA has one of the most
diversified manufacturing bases amonff the metropolitan areas in




v

. . & KalamazooPorf.age SMSA 136

-

: Michig‘an with "16.5 percent of the local industrial workforce

employed in the production of paper and paper products. Almost
one quarter of the statewide wage and salary workers in paper
production had jobs located “}ithin this SMSA in 1977.

In addition, a large state -university, Western Michigan

University, and several smaller colleges, Kalamazoo College,

Nazareth College, and Kalamazoo- Valley Community College, are
located in this metrapolitan area. The heavy concentration of higher
educational institutions makes the Kalamazoo-Portage' SMSA
similar to the Lansing:East Lansing and Ann Arbor-Ypsilanti

- SMSAs in this respect. .

-

Business Conditions in the Kalamazoo-Portage SMSA

Labor Ma;'ket Conditions

K(;y indicators of empl(‘)yment and unemployment activity reveal

arelatively high degree of cyclical stability and fairly strong growth

in this area. In fact, over the 1970-78 period, the Kalamazoo- .

Portage SMSA experienced the mildest cyclical swings among the
state’s 11 metropdlitan areas. Local manufacturing and total wage
and salary employment did suffer setbacks during the 1973-75

recession, but they were not severe. Manufacturing employment fell

13.6 percent from a high in the third quarter of 1973 to a low in*the
second quarter of 1975. The absolute décline in total wage and
salary employment was very brief,only two quarters, and amounted

to only a 3.2 percent falloff, the mildest contraction among

Michigan metropolitan areas.

Chart K1 shows that the downswing - in mahufacturing

émployment during the retession w{as offset to a large extent by

increases in nonmanufactaring and government employment in the
area. While the size and stability of the nonmanufacturing and
government sectors contribute to the overall stability of wage gnd
salary employment in this area, 1,‘ should be noted that the

manufacturing sector in the quamazoc_rPortag& SMSA has
exhibited less severe cyclical swings compared to other
metropolitan areas in Michigan. As noted above, this is due to the -

fact that the area does not specialize in durable goods production in
general, nor in automobile production in plrticular, to the extent
evident in most other Michigan metropolitan areas.

Chart K1 shows that manufacturing émployment increased
throughout the recent expansion period. By the end of 1978, it was

4
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18.1 percent above its recession low and 1.9 percent, above its pre-

recession péak. Table K2 shows that, except for government _

employment, the major. employment categories grew more rapidly

in the Kalamazoo—Portage SMSA than _statewide. The growth of

nonmanufucturmg employment was/especmlly strong, 4.6 percent

per year. over the nine-year period compared to 2.6 percent for the

state as & whole. That local growth rate ranks second efily to the 5.2

' percent annual increase in the Ann Arbor Ypsilanti SMSA. The

‘« growth of . nonmanufacturing employment in the Kalamazoo-

Portage SMSA has resulted fronrexpanmons in the local retail and

o gervice industries, which represent the two major growth sectors in
"~ the area.

!

v 4 The local unemployment rate, shawn in Chart K2, remained below
the stateaverage throughout the 1970-78 period. As (hart K2
shows, the local jobless rate did eéxhibit eyclical swings which
conf‘ormed to natyral busmesé cycle patterns. During ‘the 1973-76
recessnon the ungmployment rate rose from i low of 4.5 percent toa
high of 11.7 percent. Despite the sizable runup in the unemployment
rate, the hrgholn the Kalamamol’ortage MSA was below the
statewide high of 13.4 percent. Moreover, this was the only

: metropohtcm area in Michigan to have a cyclical high below 12

" percent . \
R ' TABLE K2 o
Average Annuul Growth Rates of
4 . Selected Labor Market Indicators o .
N - Kalamazoo-l’ortnge SMSA and Michigen®
- | Lo lpercent S
- : Kalamazoo- '
, S Portage .
c ' . Indicator L . SMSA Michigan
. 'I'otal wage and sulary employment A 1.8
Manufacturing employment . . .. ... . 0.6 - 0.2
Nenmanufacturing employment . .. .. 4.6 L 2.8
., Government employment. .. .. ... ... A 3.0
’ Civilian labor force ... .. ...... . L 28 2.0
-Uhemploymentvate .. = .. . . . 2.6 .28
. Avepage weokly initial claims for ur®. 94- |~ 13
" Average workweek, production . : t
' workers, mfg ...... L o =03 e 0.6 A
. "Except where lndxwtod othor“llzlo el';tlmuted growth rates are based on log-linear
trends for tho 1970-78 period. : S N .
Lompqted -for the 1968-78 per'lod..
; » - . ,
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rates have, fallen substantially. In the last quarter of 1978, the .
- seasonally-adjusted jobless ratein the Kalamazoo-Portage SMSA
‘averaged 6.6 percent. Only the Ann Arbor-Ypsilanti, Grand Rapids,”

. and Saginaw SMSAs recorded lower jobless rates for any quarter
during 1978. Chart K2 shows that the differential between the state

and local rhtes was maintained throug‘ﬁout the recent exyansioh, '

. Since the recession, both the local and statewide unemployment )

For the entire nine-year period, the unemployment rate in the
Kalamazoo-Portage SMSA did drift upward at an annual rate ‘o,f 2.6
percent, just below the growth of 2.8 percent statewide. It should be
noted, however, that .except for the Bay City and Grand Rapids

« SMSAs, all metropolitan areas in Michigan exhibited an upward
" trend in the unemployment rate over t@ese nine years.' The same
-+~ behavior was evident nationwide, with the' aggregate
© unemployment rate moving up at an annual rate of 4.3 percent,
which exceeds the growth in all Michigan metropolitan areas except
Jackson, : * R *

Despite the relatively good performance W employment and

- unemployment in the Kalamazoo-Portage SMSA, initial clgims for

unemployment insurance grew at a relatively rapid rate. Table K2
shows that over the 19§8-78 period, average weekly initial claims

grew at an annual rate ‘of 9.4 percent’ as compared to 7.3'percent

statewide. Moreover, this upward trend, which is quite evident in

- Chart K3, was the third highest among the state’s 11 metropolitan

areas. Only the Battle Creek and Ann Arbor-Ypsilanti SMSAs, with
growth rates of 10 percent and 11.1 percent, r spect%vely. o
expi)rienced a greater upward drift in initial claims. Y

However, the cyclical swings in average weekly initial claims were . -
relatively mild in the Kalamazoo-Portage SMSA. They rose 177.6  /
percent during the 1969-70 recession and 268 percent during the . k
more severe 1973-76 slump. In each instance, the increases in this.

“+area, ranked third lowest among the 11 metropolitan areas in
. Michigan and were below the statewide ingrease of 198.2 percent
i, and 301.1 percent for the two recession periods, respectively. But -
2% . ¢hio declinies during the expansion periods were also relatively mild.
..} As Chart K3 shows, the 1973 low in average weekly initial claims
" was well above the 1968 low. By the end of 1978, after more than
- three years of decline, average weekly initial claims in this area were
{still 62.3 percent above their pre-recession low. Thus, the relatively .
stablé behavior of initial claims, reflected in the moderate runups .
during recessions and . even more moderate’ falloffs during o
expansions, has given rise to a fairly strong upward drift over the

¥,
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CHART m\\
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ten-year period. In many areas where the cyclical swings have bee
much more pronounced, the Flint and-Saginaw SMSAs, for
example, the growth rate over the éntire period has been much
lower.

The average workweek of production workers in manufacturing in
the local area, shown in Chart K4, is also fairly stable. During the
1973-76 recession, the average workweek in the area fell 7 percent,
ranking behind the Bay City, Battle Creek, and Grand Rapids
SMSAs in terms of mildness. As would be expected, the areas in
Michigan less dependent on the automobile i:hiustry exhibit much
less cyclical volatility in hours worked in local manufacturing

#~—induBtries. During the nine-year period, the average workweek
moved up and down with the business cycle, varying between a high
of 43.3 hours in early 1970 and a low of 39.7 hours in the first
quarter of 1976. Chart K4 shows thaj/since that time, average
‘weekly ho s have expanded in the are but failed Yo reach the high
recorded duting-sarly 1970. Consequently, this local series exhibits
a modest downtrend of 0.3 percent per year over the period,
compared to a lightr-upwﬂ towh of 0.6 percent statewide. Over
the period exgmined, the Khlamazoo-Portage SMSA was the only
metropolitan ares in.Michigan to display negative growth in the -
average workweek.

o Construction .
) . ,
Building activity in the Kalamazoo-Portage SMSA, reflected in

new building permits for private housing and construction
employment, exhjbits a high degree of cyclical sensitivity. Chart K6
Qhows that the moving average of new building permits in the area
(the solid line) led national business cycle peaks and troughs by
considerable margins. As a result, new building permits rose
throughout the two national recessions, giving the impression of

v countercyclical behavior. But the oyerall behavior of new building
permits is not countergyclical, as-th¢ expansion movements
demonstrate. The upswings during recesions are simply the result .
of long lead times that characterized this local series during the
period.

The magnitudes of the cyclical swings were relatively large. New
building permits dropped 58.3 percent and 76.3 percent in the
1967-69 and 1972-73 periods, réspectively. In the late 1960s; only
the Lansing-East Lansing SM8A registered a more severe decline.
In addition, the downswing in the Kalamazoo-Portage SMSA in the
late 19608 was longer and considerably greater than the 21.6

7’ ’ .
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142  Kalamazoo-Portage SMSA:
percent fall recorded for Michigan as a whole and the 24.5 percent
decline in new building permits nationwide. However, while the 75.3
percent.drop in the local series during the last recession was not
considerably greater than the 69.1 percent decline nationwide, it
was well above the 56.2 percent falloff for the state as a whole.

As Chart Kb shows, the expansion phases have been fairly strong,
with new building permits rising well above their cyclical lows.
Preliminary data for 1978 put the most recent high in the moving
* average 212 percent above the recession low. Despite this sizable
increase, the Index of New Building Permits in the Kalamazo
Portage SMSA has not risep_above the 1972 peak. A similar
situation exists nationwide, statewide, and in all other Michigan
metropolitan areas except the Jackson SMSA.

Chart K6 shows that employment in the local construction
industry lagged at national business cycle peaks apnd troughs. The
lag at the two troughs is characteristic of this series in nearly all
Michigan metropolitan areas, with the lag after the 1975 business
cycle trough being particularly long. The peak in construction
employment did not occur until midway through the recession, and
this lag is attributable to unique local factors, mainly an increase in
nonresidential building i 1974, that boosted employment.
Compared to other mqtr()politan areas in the state, the peak-to-
trough fall in constructmn employment of 18.2 percent was mild.
‘Only the Muskegon SMSA expenenced a less severe downswing, As
Chart K6 shows, construction .employment in the Kalamazoo-
Portage SMSA rose substantially during 1977 and 1978. The recent
high in the second quarter of 1978 was about 2.3 percent above the
peak in 1974. Thus, this area joins five other metropolitan areas in
the stdte in which construction employment in 1978 moved above
pre-recession highs.'*For the entire 1970-78 period, construction
employment in the Kalamazoo-Portage SMSA grew at an annual
rate of 1.2 percent, ranking fourth highest among the 11 Michigan
metropolitan areas and exceeding the 0.4 percent growth statewide.

Banking Activity

"The Kalamazoo-Portage SMSA outperformed the state as a whole
in terms of growth and cychwl swings in key indicators.of banking
activity. Table K3 shows that the growth of demand and total
deposits at local commercial banks was more rapid than statewide
during the 197077 period. However, while the 6.9 percent annual

1. The othor areas are Bay City. Detroit. Flint, Grand Rapides, and Muskegon.
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growth rate for demand deposits ranks first among the 11
metropolitan areas in Michigan, the 8.9 percent ngrowth of total
deposits ranks a surpnsmgly low sixth.
L
TABLE K3
Average Annual Growth Rates of

Selected Commercial Banking~Fugicators
Kalamazoo-Portage SMSA and Michigan®

(percent)
N ,

! - . Kalamazoo-

! Portage ’

I ln ator SMSA Michigan
Den&and deposits (cUrrent dollars) ..... 6.9 3.7
Deflated demand deposits® . .. ... .. . | c -3.0
Total deposits (current dollars) . . . . . . .. 8.9 1.3
Deflated total deposits” . ... .. . 2.0 0.4
Total loans (current dollars) . , ... .. - 9.4 7.6
Commercial and industrial loans :

(current dollars) .. ... ... ... ... ... 108 - : 7.3
Consumer installment:loans '
_lcurrent dollars) . ... . ... . ... Lo 126 - 9.1

EXCOP'— where indicated otherwise, estimated growt;h rates are bqsod on log-
linear trends for the 1970-78 period.

*Current-dollar values adjusted for changes in the U.S. Consumer Price Index.

‘Leas than one-tenth of one percent.

t

Over the* 1970-77 period, the current-dollar volyme of loans
expanded at an annual rate of 9.4 percent, fourth highest among the
11 metropolitan areas in Michigan. Consumer installment loans
grew at a relatively rapid rate of 12.8 percent over the eight-year
period, ranking only behind the 14.5 percent grawth in the Saginaw
SMSA. But the 10.8 percent growth in the current-dollar volume of
commercial and industrial loans ranks - fifth 'among the 11
metropolitan areas, behind the Saginaw, Ann Arbor-Ypsilanti,
Muskegon-Norton Shores-Muskegon Heights, and Grand Rapnds
SMSAs.

Chart K7 shows the behavior of total deposits -and demand
deposits over the entire period. Both series have been &
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price changes and put in index form, 1972=100. As is thé case in
nearly all other metropolitan areas in the state, both indexes began
_to fall before the 1973-75 recession started, and their cyclical
“declines continued for several quarters after the recession ended, Of
course, the cyclical downswing in the total deposits index, 14.7
percent, was less severe than that of the Index of Deflated Demand
Deposits which fell 26.1 percent; but while the latter was milder
than the decline statewide, the former was more severe. In fact, the
downswing in deflated total deposits in the Kalamazoo-Portage
SMSA was the fourth most severe among the state's 11
metropolitan areas. Several areas which experiencedl\.‘severe declines
in manufacturing employment due to the slump in the automobile
industry during the recession, Ann Arbor-Ypsilanti, Flint, and
Saginaw, for example, suffered milder setbacks in total deposits
than the Kalamazoo-Portage SMSA. Since the recession low, both

series have expanded, but, by 'mid-1978 neither had surpassed 1ts
pre-recession peak. .

The current-dollar volume of loans is shown in Chart K8.
Consumer inst#fllment loans experienced a slowdown in growth
during the recedsion, but that was rather brief. The growth of
commercial and industrial loans also slowed substantially as a
result of the récession. But after remaining fairly level from 1974 to
1976, they expanded in 1977 and, like consumer installment loans,
were considerably above recession levels as of mid-1978. Total loans
.in the Kalamazoo-Portage SMSA were more cyclically sensitive,
declining 5.1 percent in current dollars during the recession. Only
the Battle Creek, Detroit, and Jackson SMSAs had relatively larger
declines in total loans. However, as Chart K8 shows, the current-
dellar volume of total loans in the area rose substantiallg during the
recent expansion, In the second quarter of 1978, they were up 32.1
percent from a low.in 1975 and 25. 6 percent above the 1974 peak:

Overall then, the Kalamazoo-Portage SMSA was the most
cyclically stable metropolitan area in the state in terms of wage and
salary employment and the unemployment rate. However,
indicators of local construction and banking activity exhibited a
higlier degree of cyclical volatility. Nevertheless, this area ranks
with the Grand Rapids SMSA in terms of overall cyclical stability.

{45
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% ,Lansing-East Lansing. SMSA

" The Lansing—East(Lansing SMSA includes four counties in the
sodth celjtral part of the lower peninsula: Ionia, Eaton, Clinton, and
Ingham. From 1970 to 1977, the population of Eaton County rose
-~ 1.6 percent,.followed by increasgs of 12.56 percent in Clinton, 6.8
percent in lonia, and 4.2 percent in Ingham County. The result was
a 7.3 percent increase in the population of the Lansing-East Lansing
SMSA over that period, the largest rise among the. state's
metropolitan areas and considerably above the 2.8 percent increase
statewide. In 1977, the Lansing-East Lansing SMSA had an
estimated population of 466,100, making this metropolitan area the
fourth largest in Michigan with 6 percent of the state total.
Although four counties comprise the metropolitan area, 60 percenta
of the population lives in Ingham County, where the central cities of
Lansing and East Lansing are located. -

This metropolitan area also ranked fourth in terms of total
personal income, estimated at $2,853 million in 1976. Over the .
1969-76 period, personal income in the'area rose at in annual rate of
9.3 percent, third highest among the 11 metropolitan areas in the
state. However, the Lansing-East Lansing SMSA ranked only

. seventh in terms of per capita income. In 1976, its per capita income
was $6,377, which was below the statewide level of $6,767 and
slightly less than the nationwide level of $6,396. '

Table L1 shows that this me‘ropolitan area, which has the state
capital located jin the City of Lansing and Michigan State

" University in East Lansing, has a large government sector
compated to the state as a whole. In 1977, 35.2 percent of the area’s
wage and salary warkers were employed in publicly funded jobs,
nearly twice the size of the government employment share
statewide..Only the Ann Arbor-Ypsilanti SMSA, with 82,6 percent
of its wage and salary employment accounted for by government,

v | u7T
\ - - l4¢
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had a public sector whose relative share came close to that,of the
Lansing-East Lansing SMSA. The 10 other Michjgan metropolitan
areas had less than 20 percent of their wage aiﬁ salary workers
employed by the public sector in 1977. '

TABLE L1

Percentage Distribution of Total Wage and Salary Employment
Lansing-East Lansing SMSA and Michigan, 1972 and 1977

. Lansihg-EasL !
i | Lansing SMSA Michigan

Item ‘ 1972 | 1977 1972 | 197
Total Wageand Salary. . ...| 100.0% | 100.0%| 100.0% | 100.0%
Manufacturing ... .. . : 26.0 22.9 36.1 - 324

Durables. .. .... . .| 222 20.2 281 | 269

Nondurables ... . . A 2.8 2.7 7.0 6.6

Nonmanufacturing . .. 42.0 419 | .48.0 49.6
Qovernment e 33.0 362 |7 189 18.0 .

Source: Michigan Employment Security Commission.

As Table L1 shows, the manufacturing sector laccounts for a
smaller proportion of wage-and salary employment in this area than
statewide. In 1977, 22,9 percent of total wage and salary
employment in the Lansing-East Lansing SMSA was accounted for
by manufacturing industries. And manufacturing in the area was
heavily concentrated m“ﬂurable goods production linked closely tp
the automobile industry. In" 1977, 63.8 percent of the area's
manufacturing workers were employed by the transportation
equipment industry and another 11.6 percent employed by the
metal industry. Among the state’s metropolitan areas only the Flint
SMSA had a hjgher percentage of its mahufacturing workers
employed by the transportation equipment industry. Of course, the
Lansing-East Lansing SMSA has a relatively high wage structure
and a relatively long workweek, like other areas heavily dependent
on the automobile industry. However, it is this industry that largely
accounts for the sizable cyclical swings  in manufacturing

)

employment in th:s part of the state. * -
. \ .
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. Nonmanufacturing in the area did fall off for

"
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Business Conditions in the Lansing- Eas* Lansing SMSA

Lﬁbor Market Conditions \

'I‘he major employment, categories, shown in Chart L1, reveal a -
fairly high degree of cyclical sensitivity in local manufacturmg
employment and relative stability in nonmanufatturing and
government employment, The latter was unaffected by the 1973-76

. recession and cont,mued to grow. That growth was fairly steady

throughout the 1970-78 period at an annual/rate of 3.6 percent,
slightly above the 3 percer;t growth state@lde (8ee Table L2).

brief period in late
1974, but the decline was very slight. In contrast, employment in
the cyclically sensitiye manufacturing sector fell 24.6 percent
during the recession, ﬁ: fourth most severe contraction among the
state's 11 metropohtan areas. Because that fairly sizable drop
directly affected less than one-fourth of the workers in the area,
total wage and salary employment experienced a moderate decline -
of 3.9 percent during the recession. That was the second mildest
slump among the metropolitan areas in the state, ranking just
behind the 3.2 percent decline in total wage and salary §mployment
in the Kalamazoo-Portage SMSA.

TABLE L2

Average Annual‘Grqwth Rates of
Selected Labor Market Indicators

u "Excopt where indicated otherwise, estimated gro\wth rntos are based on log-linear
s'ronds for the 1970-78 period, o

Computed for the 1968.76 period.

»

o

T

14g
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@

" Lansing-East Lansing SMSA and Michigan® L e
o (percent)
I P Lan_ QEEQ&\‘ 2k
Indicator ) Lansidg SMSA | Mjchigan

I e A * .
Total wage and salary employment 2.7 18-
Manufacturing employment . . Ce 0.6 0.2
Nonmanufacturing employment S 3.2 . 2.6
Government employment . . . ... ... . 3.6 ' 3.0
Civilian labor force . .......,..... . - v 2.0
Unemployment rite .. ... . .~ |l - 38 2.8
Average weokly initial claims for urt. .|, 44 13
Average workweek, production ' \

- workets. mfg. ......... .. T 0.6 0 p
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Chart L1 shows that each employment cdtegory hqs increased
substantially during the recent exparision. By the end of 1978, the
area’s manufacturing employment stood 2.1 percent above its pre-

recession peak. As & result -of its fairly strong recovery since the

recegsion, manufacturing employment exhibited a slight positive
growth for the nine-year period of 0.6 percent per year. Table L2
shows that for the 1970-78 period each of the four endployment
categories grew more rapidly in the Lansing-East Lansing SMSA
than in the state as a whole. The 2.7 percent annual growth rate in
total wage and salary employment ranks third, alohg w1th the
Kalamazoo-Portage SMSA, among the 11 metropohtan areas in
Michigan, behind the 3.1 percent and 2.8 percent growth in the
Grand Rapids and Ann Arbor-Ypsilanti SMSAs, respectively.

Chart L2 shows that the jobless rate in the Lansing-East Lansing
SMSA moved closely with the state average during the 1970-78
period. The local unemployment rate generally remained below the
state average during the expansion periods from 1971 to 1973 and
1975 to 1978, but was about equal to the stapewide rate durlng
recessions. During e 1973-756 slump, the jobless rate in the
Lansing-East Lansing SMSA rose from 4.4 percent to 13.4 percent,
comgpared to the rige in the statewide rate from 5.4 percent to 13.4
percent. By the lagt quarter of 1978 the local unemployment.rate
had -fallen to 6.0 gyfer(.ent a full percentage point below the state
quarterly average
unemploymex(tt rate in the Lansing-East Lansing SMSA d ifted
upward at a 3,3 percent annual rate, compated to 2.8 percen* for the
state as a wh__o_le hat ‘represents the fifth hlghest growth rate

. among Michigan ndbtropolitan areas.

.
Average weekly initial claims for unemploymeént insurance
exhibited a pattern of behavior over the 1968-78 period quite similar
to the state/as a whole (see Chart L3). The major difference between
the two ig that the local series jumped up considerably at the
beginning/of each recession, most'notably at the start of the 1973-76
slump. Similar behavior occurred in the. Flint SMSA, whose
manufa(]furing sector is also dominated by General Motors.

Hov\(ever. over the nine-year period the

<TTN

Average weekly initial clajms have fallen substantially since the '

recess,(on but, as Chart L3 shows, the levels in 1978 were still above
the c/yclical low in 1973. This situation is evident in all Mlchlgan

metl‘opohtan areas, the state as a whole, and thenation.' However,
b

1. ln tho Snginnw SMSA, the quarterly average has twice dippod below pre-
recborsion lovels but has not remained there.

<
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for the entire 1968-78 period, fhitial claims in the Lansinngast
Lansing SMSA grew at a slower annuz} rate than the state, 4.4
percent compafed te 7.3 percent, and that local growth rate ranks.
fifth lowest among the llfmetrdpohtan areas in Mlchlgqn. well
below ‘the most rapid growth of 11.1 percent per year in the Ann
Arbor-Ypsilanti SMSA. i

"The average workweek of manufacturing production workers in'
‘the Lansing-East Lansyng SMSA was the most cyFllcally volatile
among the metropolitan areas in the state. Of course, this is not
, sm“prlamg‘ given the heavy dependence on automebile. productlon in

" the area's manufa(.turmg sectas.  Other metropohtan areas in*
Michigan with similar extremé concentrations in manufacturing,
for example, Flint, Saginaw, and Amth Arbor Ypsilanti, also exhibit.
a high degree ofsvolatility. Chart, L4 shows that the average
workweek rose to-dlmost 46 hours in the second quarter of 1973,
then plunged 14.6 percent during the recessiot That contraction
was the most sevgre amongghe state's metropdlitan areas, ranking

just ahead oftHe decline in the Flint SMSA. Since the recession, the
" average workwéek in the area has risen substantially, but the most
recent high of 44 8 hours in early 1977 was still below the 1973 peak. -
< In both the Flint and Saginaw SMSAs, where the sensitivity of the
“average workweek is similar to that of the Lansing-East Lansing
- SMSA, hours worked in manufacturing -have risen above pre-
recession levels during the current expan5ion.

Coustruction p

Construction activity in the area is highly cyclically sensitive. /
Chart L6 shows that new building permits for private housing '
moved up and down with swmga in national business activity, but
with a lead particularly at pgaks. As the chart shows, the moving
average of the unadjus ndbx of New Building Permnts began
falling about seven quarters before the 1969-70 recession started,
gnd the following upswihg began before the national recession
ended. This behavior is exactlj the-same as the national Index of
New Building Permits during that period. The local dowgswing was
.much more severe, howevér. From peak to trough the moving
avei‘age fell 63.4 percent in this SMSA,; cornpared to a 24.6 percent
drop in-the national series and a 21,8 percent drop statewide. That =
slump in new building:permits in the Lansing-Eabt &ansmg SMSA
was the second most seveie amphg the state's-11 mstropohtam
areas. -

Like most other areas in' Mi( hngan. new lﬁnldmg permjts
recovered strongly during the 1970-73 expansion, then plunged 71.2
' - ‘4
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CHART L. 8
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percent during the '1973-76 recession. Since the low in early 1975,
new building permits in the area have risen, but preliminary data for
1978 show that recent highs -in the meving average are still
"considerably below the pre-recession peak. A sifnilar situation
exists in the state, the nation, and all Michigan metropohtnn areas
Qmept the Jackson SMSA.

Employment in the local construction industry was especially
hard hit during the last recession, dropping 24.2 percent from a high
in the second quarter of 1973 to a low in the first quarter of 1977.
That, represents one of the longest slumps in construction )
employment among Michigan metropolitan areas. Chart L6 shows
that construction employment in the area remains depressed, with
little upward momentum evident. As a result, the Lansing-East
Lansing SMSA has had the weakest recovery for this geries among
all Michigan metropolitan areas. By the last quarter of 1978, local ,
construction employment was still 13 percent below its pre-"
recession level. Because of this weak recovery following a relatively
severe slump, construction employment declinéd at an annual rate
of 1.6 percent over the entire 1970-78 period. The Lansing-East
Lansing SMSA therefore, joins five other metropolitan areas in the .
state, Ann Arbor- Ypsilanti, Battle Creek, Flint, Jackson, and
Saginaw, where.employment i in the construction industry e&hlblted
.negntnve growth over the nine-year period.

Bankmg Actwlty '

Deposnts and loans at commercial banks performed somewhat
more poorly in the Lansing-East Lansing SMSA than in the state as
a whole over the 1970-78 perjod. Table L3 shows that the growth in
total 16ang and deposits was slower-in the local area than statewide.,
Moreover, the 6.6 percent annual growth in the (,urrent-dollnr
volume of total loans was second lowest among the metropolitan
areas in Michigan, ranking just abovethe 6.3 percent growth in the
Detroit SMSA. However, the 10.2 percent annual growth in
consumer installment loans ranked fourth highest and commercial
and industrial loans fifth highest among Michigan metrapolitan
areas, and both rates exceeded the growth in those loan categories
in.the state as a whole.

Chart L7 shows that after a*atment for price increases, demand
and total deposits in the,aren experienced a long downswing lasting
18 and 13 quarters, rb@d ctively. Those declines were also rather
gsizable. Deflated deman: fdeposity fell 28.6 percent, and deflated
total deposits declined 1.7 percent over that period. The former
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was the fourth os‘t severe drop among the 11 metropolitan areas
and the latter ranked second, along with the decline in the Battle
Creok SMSA. | addition, Chart L7 reveals that expansions in both
. local series hu?vl been rather weak. As g result, in mid-1978 both
indexes were still well below pre-recession levels.

. TABLE L3 :

Average Annual Growth Rates of
Selected Commercial Banking Indicators
Lansing-East Lansing SMSA and Michigan"

{percent)

.

L, Lansing-East

- ln(}icator . Lansing SMSA Michigan
Demand deposits (curront dollars) .. 3.9 N
Deflated demand deposits” : -2.8 -3.0
‘Total deposits (current dollars) . 6.2 7
Doflated total deposits” L -0.8 0.4‘ :
Total loans (current dollars). . L " 6.6 " 78"
Commercial and in_‘dustrial loans )

(current dollars) . . . .- o ~ BT . 73
Consumer installment loans | :
‘(_cu_rir»(mtdq.llw»rqr).. ] 10.2 9l

"Fixcopt where indicated otherwise, eatimated growth ratea are based on log-linear
tronds for the 1970-78 period.

l)Curront,—dollnr values adjusted for changes in the U.S. onsumer Prico Index.

‘The current-doilar volume of total loans fell briefly during the last
recession by about 6.1 percent. That slymp ranks fourth in severity
among the state's metropolitan areas. Brief declines were also
evident in consumer installment loans and commercial and .
industrial loans during the recession. Chart 1.8 shows, however, that
the current-dollar volume of loans hasexpanded considerably since
the rcession. By mid-1978 total loans Hpd increased 17.9 pétcent
from the cyclical low in the second quarter of 1975.

In summary, the Lansing-East Lansing SMSA exhibited a good
deal of variation in growth and fluctuations amokg local economic
activities. Total wage and.salary employment was sharacterized by
relative cyclical stability and fairly strong growth\compared to

.15{*
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other metrapolitan areas in the state. On the other hand, the
manufacturing sector exhibited a geod deal of cyclical volatility,
with employment and hours worked experiencing sizable upswings
and downswings. Construction JActivity was also subject to large
cyclical swings. A most notabl aracteristic of this area was the
relatively weak recovery in constfction employment after the last
recession. Finally, the area's banking performance was not
particular?strong, with total Joans and deposits at commerual
banks growing at relatively slow rates.




Muskegon-Norton Shor‘és-
Muskegon Heights SMSA

v, The Muskegon-Norton ' Shores-Muskegon Heights SMSA
(hereafter referred to as the Muskegon SMSA) is Jmade up of two
coynties, Muskegon and Oceana, lacated in the west cenbal part of
ktg lower peninsula on the Lake Michigan shoreline. In terms of
opulation, it is one of the smallest metropoliaan areas in Michigan.
In 1977, its population of 179,000 made it the third smallest
metropplitan area, ranking just ahead of the Bay City and Jackson
SMSAS$. Between 1970 and 1977, this area’s population rose by only
2.1 percgnt, with the population of Muskegon County rising a’mere
0.4 percent. During this eight-year period the two-county region
experienced an. estnmated net outmig¥ation of 3.4 percent, which
offset a 'natural rjse—births exceeding deaths—of 6.5
¥ percent,resulting in a modest overall population increase. Among
,? the state's 11 metropolitan areas, only Battle Creek, Detroit, and
-l Flint expenenced slower population growth.

Total personal income in the area amounted 'to $980 millién in -
, 1976, nith largest among the 11 metropolitan areas. However, the
, o Muskegon SMSA has the distinction of having the lowest per capita .
: income. In 1976, the area’s per capita income was $5,496, which was
well below the statewide level of $6,767 and the high of $7,496 in the
.Detroit.- SMSA. In the same yeas average weekly manufacturing

wages in the Mu:akegon SMSA were the second lowest in the state.
Moreover. income growth was quite slow during the 1969-76 period,
~ with personal income rising at an annual rate of 7.7 percent, aecond

lowest among the state's metropolitan-areas.

Table M1 shows that the Muskegon SMSA is more dependent on
the manufacturing sector for jobs than is the state as a whole. In

. 1972, 42.1 percent of its wage and salary workers were employed by
N nfanufacturing firms, That proportion had fallen to 37.0 percent by
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1977. Only the Saginaw and Flint SMSAs are more: dependent on

manufacturing, each having more than 40 percent of their wage and
salary workers bmplqyed by manufacturing firms

'I‘ABLE MG

Percentage Distribution of Total Wage and Salary Employment
Muskegon-Norton Shores-Muskegon Heights SMSA and Michigan

1972 and 1977°
© 7] Muskegon SMSA |  Michigan
" ltem iz | | sz | 11
Total Wageand Salary ... | 100.0% | 100.0% | 100.0% '100.0%
Manufacturing .. .. . . . 42.1 370 |,—386.1 ' 324
Durables . . .. ...... 36.0 31.6 28.1 26.9
Nondurables . . 6.1 - 64 .| 10 6.5
Nonma.n'ufacturing ! 42.8 46.4 48.0 J‘ 49.6
" Government .. ... .| 151 17.6 169 | 180

Source: Michigan Employment Seturity Commwaion

Table M1 also shows that this area S\manufacturmg employment
is heavily concentrated in durable goods industries. The metal and

nonelectrical machinery industries are the major employers in the.
area, accounting for slightly more than 68 percent of manufatfuring.

employment in 1977. However, those industries have not be .
panding in the Muskegon SMSA and, asha result, the afea's
manufacturing base has been shrinking for some time. Thus, the
area's economy exhibited behavior characteristic of declining urban
areas: slow growth of population; employment and income, and a
high unemployment rate over a relatively long {eriod of time.

Buaiﬁoss Conditions In the Muskegoi SMSA ,

Labor Market Condmons

The most notable feature of total wage and salary employment in
this area during the 1970-78 pariod is its relatively slow growth,
Table M2 shows that wagé and salary employment grew at an an-

t

v

nual rate of 1.5 percent over that nine-year period, compared to 1.8

------------
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‘percent for the state as a whole. Moreover, the employment growth

in the Muskegon SMSA only ranks ahead of the three slowest
growth areas in Michigan, Battle Creek, Jacksgpn, and Detroit,
which had annual growA.S%a rates for wage and salary employment of
0.9 percent 1.1 peréent, and 1.3 percent, respectively, over that
nine-year perigd. In addition, the growth of the labor force in the
area was Quite mmedest, 1.4 percent per year. Only the Battle Creek
and Detroit SMSAs exhibited slower labor force growth from 1970

R

“a I'ABLE M2 |
Avérage Annual Growth Rates of
Selected Labor Market Indicators
Muskegon-Norton Shores-Muskegon Heights SMSA and Michigan®

(percent) 3 ‘
.'\ SRR Ty ugkeéonw B
... [Indicator” . |Heights SMSA'| Michigan
'l‘otulwvuge and salary employment . 1.6 1.8
Manufacturing employment . . . .. , -1.1 0.2
Nonmanufagturing employment . . .30 2.6
(iovernment employment o - 4.6 - 3.0
- Civilian labor force ... -~ . .. .. e N 20
Unemployment rate . .. ro - 2.8
Average weekly initial claims for UI" . 6.8 7.3
Average workweok..production . h . .
workers, mfg. TR . 4_(7)._4 o 0‘6 )

"Exceopt where inditated otherwise, estimated growth rates are based on log-linear .
trends for the 1970-78 period.

l’Compuwd for the 1963-78"p0ri0d.

Like the ‘Battle Creek, Detroit, and Jackson SMSAs, the
Muskegon SMSA experienced negative growth in manufacturing
employment over the 1970-78 period. It is the decline in the area’s
manufacturing base, reflected in this downtrend, that accounts for
much of the slow growth in total wage and salary employment. As
Chart M1 shows, the long-term decline in manufacturing reduced
that sector from the largest in the area to the second largest, behind
nonmanufacturing industries, a situation that has existed since the
last recession, During the recession, local manufacturing employ-

16y
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ment fell 15.3 percent. While that was the second mildest Cycllcal
(ieclme among the state’'s 11 metropolitan areas, it was followed by
a weak recovery in which, as Chart M1 shows, the area's
manufacturing employment remained below its pre-recession peak.
By the end of 1978, local manufacturing employment was 11.7
~ percent above its recession low of late 1975, but still 5.4 percent
below its 1974 high. Only in the Battle Creek and Jackson SMSAs
were manufacturing employmeht levels in the last quarter of 1978
farther below thejr pre-recession peaks.

Because of the relative stability of nonmanufacturing
employment and the fise in government employment in the area
during the last recession, total wage and salary employment
behaved.comparatively well, declining just 4.3 percent from peak to
trough. That was the third mildest contraction among the state’s
metropolitan areas, ranking just behind the declines of 3.2 percent
and 3.9 percent in the Kalamazoo-Portage and Lansmg -East
Lansing SMSAs, respectively. However, unlike those two areas, the
expansion of wage and salary employment in the Muskegon SMSA
since the recession has been quite modest. By the fourth quarter of
1978, this area's total wage and salary employment was 6 percent
above its 1974 hlgh’ Only the Battle Creek, Detront and Jackson
SMSAS performed more poorly in this respect

The weakness of the local economy is also reflected in, its
unemployment rate which, as Chart M2 shqows, remained above the
state average throughout the 1970-78 period. The local jobless rate
rose to a seasonally-adjusted high of 11.4 percent in the fourth
quarter of 1970. Among the state’s 11 metropolitan areas, only
Flint registered a hxgher jobless rate during the 1969-70 recession.

During the expansion period from 1971 through 1973, Muskegon’

whs the only metrdpolitan area in Michigan where the
unemployment rate rémained above 6 percent, with the cyclical low
of 6.5 percent occurring in the first quarter of 1974. The 1973-75
national recession, combined with a shrinking manufacturing base

in the area, regulted in a 16.5 percent unemployment rate by the

third quarter of 1976. Again, only the Flint SMSA reglsteréd a

higher unemployment rate. Chart M2 shows that while the local

unemployment rate has fallen considerably during the recent
business expansion, it remained over 8 percent for 197 hlghest
among Michigan metropolitan areas and well above the state
average. It is quite clear from the behavior of the jobleés rate that
the unemployment situation was worse-in this metropohtan’area
than in any other in Michigan over the 1970-78 period. /
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CHART M3
AVERAGE WEEKLY INITIAL CLAIMS FOR UNEMPLOYMENT INSORANCE, STATE FHOGRAMS'
MUSKEGON, NORTON SHORES, MUSKEGON HEIGHTS SMSA 5 .
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There is nothmg partncularly surprising about the behavior of
- average weekly initial claims for unemployment insurance in the
Muskegon SMSA. Chart M3 shows that over the 1968-78 period,
state and local claims tended to rise and fall in similar cyclical
patterns. During the 1969-70 recession, initial claims rose 227.2 ¢
percent in the Muskegon SMSA, compared to 193.2. percent
statewide. However, the magnitude of the cyclical upswing during
the 1973-76 recession was greater for the state as a whole than for
the local area, 301.1 percent compared%o 198.3 percent. The
decltnes in initial claims during the business expansion periods were
about the same. Table M2 shows that for the entire eleven-year
period, average weekly initial claims for unernployment insurance
grew at an annual rate of 6.8 percent, slightly below the statewide
growth rate of 7.3 percent. The growth rate.in the Muskegon SMSA
ranked below that of four other Michigan maetropolitan'areas, ah
interesting feature of locaj labor flarket behavior which may be due
to the relatively slow growth of employment and the high
unemploygnent rate in this area, which did not allow msUred Ul
claimants’ to requalify for benefits. - C»

['mally. the average workweek of manufacturing productnon
workers varied less in the Muskegon SMSA than in the state asa -
~ whole. Chart M4 shows that the average workweek rose to about
42.6 hours in the second quarter of 1973, belqw the peak of#44.2
hours for the state as a whole. The decline of 7.1 percent during the
1973-75 recessnon was less severe than the statewide contractlon of
© 9.7 percent. In addition, six other metropohﬂﬁl areas ift Michigan

‘oxperienced more severe decii@during the last busitess slump.
" The average workweek in th&#¥ea has recovered substantially,
rising in laté 1977 to a level above the pre-recession peak. That
situation has not occurred for the state as whole.

Construction

" Building activity in the Muskegon SMSA did not reflect -the
wenknesses evident in the local labor meatket. Both new building
, perimits for private housing and .employment in the local

. construgtion industry exhibited a fair amount of strength compared -

-to many other metropolitan.areas in Michigan. This is somewhat -
surptising given the relatively weak performance of .income and
employment in this area.

" Chart'Mb shows the Index of New Building Permits by quarter in
its unadjusted form (dashed lite) and a moving average (solid llne)

As is thé case in other Mlclugan me;ropolitan areas, new building
\ .
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permits in 'the Muskegon: SMSA move i;/a cyclical manner,
generally conforming to national business cycle patterns with a
lead at peaks. The magnitude of the cyclical swings was larger for
this local afea cotnpared to the state and nation. During the 1969-70
receggion, new building Bermits (the moving averagein Chart Mb)
fell 33,1 perdnt in,the Muskegon SMSA. The decline statewide was
a c paiatively modest ' 21.6 percent, while nationwide new
., building permjits fell 24.5.percent. Of course, the contraction during..
" thy.ﬂ)73-'l5 natiopal recession was wnsiderably more severe. New
building pérmits dropped 72.7 percent in-the Muskegon SMSA, 56.2
percent sy the state as a whole, and 69.4 percent nationwide. It
- should b@n’oted that during this pecriod, 9 of 11 metropolitan areas
in Michigan experienced a more sizable falloff in new building
permits’than did the state as a whole. . Thus, the behavior in the’
MuskegorSM@Ais quite similar to most other metropolitan areas
" it the'statefing the recession in the mid-1970¥. |

¢

a

i
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- Chart M6 shows that the expansion of new buijlding permits.since
the recegsion appears to be rather short, with a 'decline evident from
mid-1976 to mid-1977. Preliminary data for 1978 reveal, however,
that the Index of New Building Permits in the area again moved
upward._after a good deal of sluggishness in 1977. The most recent
quarterly data available put the moving average above the high in
1976, but still about 19 percent below, the pre;recession peak. A’
similar sifuation exists in all Michigan metropolitan areas exceépt
Jackson, where new building permifs moved above’pre-recegsion
v . levels during the recent expansion period. ' ’
Employmént in the local construction industry, shown in Chart
M6, was relatively strong throughout the 1970-78 period. The most
notable characteristic is its strong upward trend. O¥ex.the nine-ybar
period gonstruction® employment grew at an annual rate of 6.1
-percent,, -the highest growth rate among Michigan metropolitan -
“areas. This fairly strong growth is even more outstanding when it is
- prealized that 6 of 11 metropolitan areas in the state experienced
negative growth over those nine years. Also, the cyclical decline in
‘construction* employment during the 1973-76 recession was
“comparatively short and mild. From peak to trough, construction
employment fell 13.0 percent, the least severe deeline among the 11
'metropolitan areas in the state and well below the 23.5 percent drop .
statewide. As Chart M6 shows, construction- employment has, '
expanded cghsiderably in this area since the recession. At the end of -
- 1978 it was 30.4 percent above its previous cyclical high ir’1974. In
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. . CHART M8
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no other metropolitan area has construction employment exhibited
such strength. .

'Bankmg Activity \.

Over the 1970-77 period, loans and def{()mts at commer(,ml banks
grew more rapidly in the Muskegon SMSA than in the state as a
whole. Especially impressive is the 9.3 percent annual growth in-the
current-dollar volume of total depvsits which, as Table M3 shows,
exceeded the 7.3 percent growth statewidgs In addition, the growth )

of total déposits in the Muskegon SMSA was the third highest of

the Michigan metropolitan areas over this eight-year period. The
growth in the current-dollar volume of total loans was also
relatively rapid in this area, increasing 10.3 percent per year
compared to 7.6 percent for the state as a whole. Among the state’s
11 metropolitan areas, this growth-in total loans ranks second, just
behind the 11.6 percent growth rate in the Saglnaw SMSA. Thid is
also the case for the 13.3 percent growth in this area's commercial *

J

TABLE M3

. Average Annual Growth Rates of
Selected Commercial Banking Indicators
Muskegon -Norton Shores-Muskegon Heights SMSA and Michigan®

. (percont)
: Muskegeon
_ ' -~ Indlcator SMSA Michigan
Domund dopbmts (current dollurs) : 4.0 3.7
Dgﬂuwd demand deposits” o -2.1 -3.0
. Total deposits (current dollars) ~ 9.3 _ 7.3
Doflated total deposits’ * 1. 24 0.4
‘T'otal loans (current dollars) . : 103 7.6
Commercial and industrial !o‘ans . o J
{current dollars) . o 1838 - 1.8
Consumer installment loans : ~
(current dollars) . : . . 10.8 : 9.1

“Kxcopt whore indicated otherwise, estimated growth rates are based on log-linear
trends for the 1970-18 period.

\
"Current-dollar values adjusted for changes in the U.S. Consumer Price Indox.
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and industrial loan volume, which matched the growth rate in the

Ann Arbor-Ypsilanti area; The 10.8 percent annual growth in -

consumer installment loans in the Muskegon SMSA is also
relatively rapid. Only the Saginaw and Kalamazoo-Portage SMSAs
experienced more rapid growth, 14.6 percent and 12.6 percent,
respectively. ' :

Chart M7 shows that, after adjusting for price increases, demand
deposits experjenced a longer and deeper slump than total deposits
during the mid-1970s. This is similar to the behavior of these two
indexes in all other Michigan metropolitan areas. The cyclical
decline in the Index of Deflated Total Deposits was 11 percent, the
fifth mlldest‘downswmg among the 11 metropolitan areas in the

state. As the chart shows, the total deposits index hasrecovered °

substantially during the current business expansion, but by
mid-1978 it was still 5.9 percent below its pre-recession peak.

The curreﬁt—dol!ar volume of total loans commercial and
industrial loans, and consumer in ent]oahs ig shown in Chart
MS8. Of the three, only consumer i allment loans fell during the

-1973-76 recession, and that decline was about 6.3 percent from peak
- to trough. Total loans and commercial and industrial loans did

experience a slowdown in their growth rates during the recession
but, as Chart M8 shows, this was brief. After that, both continued

their fairly rapid expansion, which resulted in levels in 1978, '

considerably above pre-recession levels. Although consumer
installment loans did fall off during the’ recession, they too
experienced a fairly vigorous expansion, so that by mid-1978 the
current-dollar volume was 31.0 percent above the previous ¢yclical
high of the fourth quarter of 1973. ‘

In summary, therefore, indicators of economic activity in the
Muskegon SMSA presenta rather mixed picture of the lotal
economy over roughly the last ten years. There is no question that
the manufacturing base has been shrinking and, as g result,
employment growth has been weak compared to many other

building -activity is not ‘depressed in this area, and construction
employment grew more rapidly than in any other metropolitan area
in the state during the 1970-78 period. Also, loan activity at local
commercial banks has beeg fairly strong, w‘th no long or severe

sotb cks evident during thy last recession,

.0

. gy
. 4 w,
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- Michigan metropolitan areas. In addition, relatively high
~unemployment rates exist in this two-county region. However,

el
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) CHART M7~
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: The Saginaw SMSA is a’ single-courity metropol}tan i aren- %
'Saginaw County—located in the edst centra] part of the, lowér
.peninsula. It is bordered by %ie Bay City SMSA to thé nerth’ang
‘.‘t Flint SMSA to the soutlf In 1977, the population of this aréa =
s 226,700, maki the jseventh largest among the state's 11
'.metropoh’tanilaroa Y 970 to 1977 the area’s population -
increased by Q,zl percent, which is slightly above the-gtatewide rise

of 2.8 percent. ~* X

The Saginaw S %o anks seventh in terms qof personal
income. In 197 l\k,c\l s total ersonal income amount;ad’t‘o
$1,613 million. Over the 969-76 period, personal income grew at an
annual rate of 9.7 percent, second only to the 9.8 percent growth in
the Ann Arbor-Ypsilanti SM(%A In terms of pér capita income, the .
Saginaw SMSA rahked fourth among the state's 11 metropolitan
areas, with a level bf $6,892 in 1976. Average hourly earnings of- -
manufacturing workers in Saginaw are the highest in the,state due
to the heavy dependence on the automobile industry. As in the Flint
SMSA Yo the south, General Motors is the largest employer in the -
Saginaw SMSA, giving those two adjacent metropolxtan areas the
highest hotrly- wage rates in Michigan.

Table S1 shows ({\at the Saginaw SMSA is heavily concentrated
in manufacturing. In 1977, 41.2 percent of the area’s wage and
salary workers were employed by man{acturing' industries. Only

the Flint SMSA had a higher proportion of workers in thie
manufacturing sector. Also as Tablp 81 shows, manufacturing
employment is predomimintl in durable goods industries. In 1977,
87.8 percent of the area's wajge and salary workers were engaged in
the production of durable goods, compared to 26.9 percent
statowide. ‘The transportatipn equipment industry accounted for
the largest share of r‘hanufa furing Workera. 41.8 percent, followod
_ v . ‘
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172 Saginaw SMSA
by the metal and the nonelectrical machinery industries. Theréfore,

like the Flint SMSA, this area has an industrial structure.
dominated by _@e\é’{clically sensitive, but high-wage, automobile

industry. . )}_/

TABLE Sl

Percentage Distribution of Total ,Wagek‘and Salary Employment
Sag'aw SMSA and Michigan, 1972 and 1977 '

i Saginaw SMS Michigan
Item : L .l
. 1972 1977 1972 1977
Total Wage and Salary . . .. 100.0% | 100.0% | 100.0% | 100.0%
Manufactufing .. .. .. 42.2 - 41.2 86.1 32.4
Durables ... ... o 38.8 37.8 28.1 26.9
Nondurables ... .. , 34 | 34 - 1.0 6.6
__ Nonmanufacturing . .. ... 46.9 45“\ 48.0 49.6

Government . ... .. .. \ - 11.9 13.4 * 169 18.0

Source: Michigan Employr\ont Secug(;Commiﬂaion.

Business Conditions in the Saginaw SMSA

Labor Market Conditions

Over the 1970-78 period, the Saginaw SMSA éxperienced more
rapid growth and larger cyclical swings in epployment than the
state as a whole. Table 82 shows that total wage and salary
employment in this area grew at an annual rate of 2.4 percent,
compared to a statewide growth rate of 1.8 percent. This difference .
is attribut&blé mainly to theghigher growth rates in manufacturing
. and government employment in the local area than in the state as a
“whole. The 1.8 percent annual increase in manufacturing .
employment in the Spginaw SMSA over this nine-year period
represents one of the strongest performances among Michigan
metropolitan areas. In fact, only the Ann Arbor-Ypsilanti SMSA,
with an annual growth rate of 2.1 percgnt for manufacturing - ¢
employment, outperformed the Saginaw SMSA in this respect. In
addition, the 4.4 percent annual growth in é(')’\gornment employment
was the. third highest among the state's 11 ‘metropolitan areas.
Therefore, ‘?.a/éhart 81 shows, this #fed's total wage and salary
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“
employment was bolstered by moderate, but fairly steady, growth
of nonmanufacturing employment, combined with relatively rapid

" growth of employment in local manufacturing industries and in the
govérnment gector. -

However, Chgrt S1 reveals that growth in manufacturing
employment was not steady throughout the period, but was subject
to sizable cyclical swings. Of course this‘is not surprising, given the
area's heavy dependence on the automobile industry. During the
1973-76 recession, local manufacturing employment fell 20.6
percent, exceeding the statewide decline of 18.7 percent and
contributing substantially to the 7.7 percent drop in the area’s total
" wage and salary employment. Tt should be noted, however, that the
. downswing in manufacturing employment in the Saginaw SMS
ranks as the fifth most severe, behind declines in the Ann Arbor-
Ypsilanti, Flint, Jackson, and Lansing-East Lansing SMSAs.

TABLE S2

Average Annual Growth Rates of Selected Labor Market

. Indicators
Saginaw SMSA and Michigan" g
» a
(percent) )
Indicator Saginaw SMSA Michigan
- ;/\ M ! ,‘ .
Total wage and salary employment, . . . .. . 24 * v 1.8+ m
Manufacturing employment. . . . . . . L 18 . T 062 ~T i
Nonmanufacturing employment . . ... . . 2.b °l .26 B
N “Government employment .. ... ... .. . 4.4 30
. "Civilian labor force = ... .. . . - 2.4 2.0
. Unemployment rate e 3.9 » %8
Average weekly initial claims for UI" . . . 8.8 1.8
Average workweek, broduction _ . ’ ’
- _workers, mfg. L T | 0.7 _ 0.2,
¢ luxcopt whoro indncnt,od otherwise, estimated: growt.h rates are based onIg linear -
tronds for the 1970-78 periad. Y
* Compubod for the 1968-78 periad. ) A

Chart S1 also shows that while nonmanufacturing employment
dnq full off during the recessnog the declme was brief dlid fairly mild.
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" Seginaw SMSA 175’

| In contrast, government : ’emplement rose t;hroughout the
¥ recession; as it did in almost all Michigan® metropohtan areas

Employment in the Sagmaw SMSA. has expanded. substantlally
girice the last recession. By -the end of 1978 manufactur é/wg

. - employment, ‘which suffered the largest setback during

recession, was up 34.5 percent over its-recession low, and ag a result

. . was 6.8 percent above its precrecession pegk. Ohly in the"’Ann'Arbor-

: ‘Ypsilanti and Bay Clty 8MSAs had.manufacturing employment

,* . risen fart;hdr above the pre-récession high. Combined with the

steady increases in- nonmanufactm‘mg and government

employment the recovery in. manufacturmg resulted in a level of

total wage and salary employment at the end of 1978 that was 13.8

percent above its previous ('ycllcal high,, wlu(,h oceyrred in the thlrd
quarter of 1973." - R

The unemployment raté in. the Sagmaw SMSA ‘remained below
the state average thrqughout mo%of the 1970-78 period, although
both exhibited similar cyclical patterns. Chart S2 shows that-during

) ‘the. expansion  period . from 1971 through 1973 there was

v considerable difference between the staté and. 1ocal joBYess rates. In

* the Saginaw SMSA the unemployment rate- hit.a seasonally

adjusted low of 4. 2 percent in the third quarter of 1973, compared tg -

-“a statewide-rateof 5; 3 percent Only in the Jackson SMSA was the .

unemployment: fate lower. Duging the recession the unemployment
ratd rose conslcfenib_ly hitting a high of 12. 3peftent in the first &nd .
second quarters-o{ 1975. At that-time thé jobless rate statewlde wag -

. more than one 'percentage point higher. - o

| .
el hart S2. show:;. the tmemployment rate has" iallen '
L ’consnderably sin¢e the recessiop 4s a result of the’ general business
o gxpansion nhtionwide and the recovery locally of the automobile
"7 industry and manufacturing employment. But, like other
o. o mel.ropollﬁan areas in Michigan, fhe unemployment rate in’ the'
% &agmaw SMSA at.the end of 1978 was still above its 1973 low. For
2 7the entire.hine-year period, this-area's jobless rate drifted ypwhrd at
. an. annugl rate of 3.9 percent, compared to.a more modest 2.8
<5 "t péreent tréhd; otatéwlde (s¢e Table 82). The uptrend in the Saginaw
i SM{'JA rankod thlrd behind the Ja(fkson and Battle Creek SMSAs,

o __;_,_, Averago weekly ‘initial claimg for ynemployment insurance are -
n shown m Chat‘t 83 '1‘he Sagmawa SMSA esqaefnenced sxzable
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176 Saginaw SMSA‘ .

increases in initial ‘claims during both recessions, follow\edxy
declines during the business expansion périods, During the 1969-70
recession, average weekly initial claims in this area rose 456.1
percent, second only to the increase in the SMSA and much

- more severe than the 193.2 percent rise statewide. The local

upswing during the more severe recession of 1973-76 was 503.9
percent, again considerably above the statewide increase of 301.1
percent. During that recession, the rise in average weekly initial
claims in the Saginaw SMSA ranked third behind the increases in

-the Ann Arbor-Ypsilanti and Flint SMSAs.

As:-Chart S3 shoW¥s, average weekLy initial claims for
unemployment insurante in this area declined considerably during
the recent expansion period. In fact, in the third quarter of 1977,
average weekly initial claims were below their pre-recession low.
Thus, the Saginaw SMSA is the only metropolitan area in which
initial claims have recently fallen below pre-recession lows. As
Chart S3 shows, average weekly initial claims 'statewide have
remained well above their 1973 low.

Despite the relatively good performance in the last three years,
average weekly initial claims rpse at an annual rate of 3.8 percent

..over the entire 1968-78 period. That is not only lower than the 7.3

percent growth rate for the state ag a whole, it also represents one of
the lowest among the state’s 11 metropolitan areas. The Bay City
and Flint SMSAs did experience lower growths than the Saginaw

percent, over the eleven-year period.

Finally, the average workweek of manufacturing production

—watkers in the Saginaw SMSA exhifits a high degree of cyclical
sensitivity, similar to other areas that are heavily dependent on the

automobile industry. During:the 1968-78 period shown in Chart S4,
the average workweek fluctuated within a range extending from a

low of 37.7 hours in the third quarter of 1971 to a high of 47 hours in.
the fourth quarter of 1977. Only the Flint SMSA had a comparable

range of variation in hours worked in the local manufacturing
sector. -

In the Saginaw SMSA the average workweek actually declined

moré during the 1969-70 recession than during the 1973-75 slump,
14.3 percent compared to 12.6 percent. The latter exceeded the 9.7 -

percent fall for the stite as a whole and ranked fourth behind
declines "in the Ann Arbor-Ypsilanti, Flint, and Lansing-Fast
Lansing SMSAs. Chart S4 shows that the expansion in the average

-SMSA, with Flint registering the lowest rate of increase, 1.6
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CHART 53

S FOR UNEMPLOYMENT INSURANCE STATE PROGRAMS
SAGINAW SMSA
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Y- 178  Saginaw SMSA N

st recent high of 47 hours in the fotirth quarter of 1977 was well

above the 39.2 hours recorded during the second quarter of 1974,

* and exceeded by slightly more than 2 hours the preé-recession high of
4.8 hours .

. '/erfyweelhhas been siiable since the' recession ehded. In fact, the
' o

Constructzon - ’ {

»

A's is the case }n other metropolntan areas in Michigan, bunldmg

. _ activity in the Saginaw SMSA exhibits a high degree of cyclical” -

volatlllty New'building permits for‘private housing are shown m
Chart SS The -unadjusted - quarterly index (dashed line) varies *
- consnderably from quarter to quarter. Thesé . fluctuations are
-‘réduced-and the cyclical swmgs revealed by a movmg average of the
unadjusted , data . (solid line). As is the case in-all Michigan
metropolltan areas, the decline during the 19 70 recession was
much less sevére' than that which took place §uring the 1973-76
recession. .dn the former ‘period, the moving ‘average fell 31.5
percent, and’ durmg the mere recent recessnon‘nt opped a sizable
73.2 percent.- Both exceeded the declines reglstered statewide and
nationwide. It should be noted however, that neither of the
downswmgs in the Saginaw SMSA were the most severe among the
state’s metropolitan areas. In fact, the contraction in the late 1960s
was one of the mildest among Michigan metropolltan areas. During
the 1973-75 recession the slump in the Saginaw SMSA ranked fifth
behind relatively large downswings in the Ann Arbor-Ypsilanti,

Battle Creek, Flint, and Kalamazoo-PoPtage SMSAs. Thus, over the -

SMSA were much more volatile than fep’the state as a whole, but

period shown in Chart S5, new b\q:i}g/ permits in the Saginaw

among the 11 metropolitan areas in\Michigan tleir cyclical swings
were comparatively mild. It should also be noted that, like all other
- Michigan metropolitan areas_ except J ackson, the upswing in new
building permits during the ‘recent expanslon has failed to reach
levels attained before the recession. Preliminary data for 1978
indicate that the upward momentum in this series may very well
have ended. . N :

" In contrast to new building permits, construction employment in

. this area experienced a severe contraction,duging the last recession
< (see Chart S6).-From peak to trough it fell 40.5 percent, the largest
relative decline among Michigan metropolitan areas, and well in
bxcess of the 23.5 percent.drop statewide. Chart S6 shows, however,

that employment inl the construction industry has recovered to
some extent since the recession low in_the second qtiarter of 1975
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Source  The W.E Upjoba Institute.  Index based on the U8 Department of (onfmom- Mureau of the Census,
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*

In the fourth quarter of 1978 construction employment was up
aboyt. 41 percent over its recessiod’ low. However, it was still 16
percent below the pre-recession high of the first quarter of 1972, -
+ "+ Ovet the entire period'ﬁ%‘m 1970 to 1978 construction employmen?\ 1
has declined at an annual rate of 8.7 percent, which i8 the. steepes
"+ downtrend:among. the 11 metropolitan areas in the state. Thus; the .
~~  Saginaw SMSA’is one of. thé six metropolitan areas in Michigan
* . where” employment in the logal ,construction industry has
b oxperiencedmtyativo growth since 1470, '

hY

TABLE $3 *

g ' ) Average Annual Growth Rates of Selected : (.
: . Commercial Banking Indicators T
‘ ~ t. Saginaw SMSA nnd’Michigun"‘
e N . ’ ) , Q\/_c # .
q - (pe_rcent). Y . o / :
o} e NG R K : : e
&' .- Indicator Saginaw SMSA | Michigan
T R Co .
Demand deposits (current dollars) 6.3 R N |
Deflated domand deposits’ . . % ' -0.6 (_m -3
Total deposits (current dollgrs). . - ° R U1 R 7.3. ~o
"\ Deflated total deposits” , . . 3.2 C04 '
" Total loans {current dollars) . s s - 7.6~
ommercigl and industrial loans ‘ _ ‘
{currentdollars) . . . 14.3. o013 . v
"Cértsumer installment loans ‘ § - R P
(current dolfars) - . 14.5 ' © 9.1
"‘r“'“'“" PSR, - . - , R T ,’ — ——d -
v n . L e S t c
¢ l')xwﬁl‘whuru indicated otherwise, estimatge growth rates are based on log: ,
linear trends §dF the 1970-78 period. . o . )
:/b(hlrro;\t-(lgyj‘r values adjusted f;)r'(‘%:gu.w in the U.S. Consumer Price Index.
, - . - . . ® o
*%aizking Activity ‘ . o e ,
. . . < .
. N ” [ L ‘e - +
%\9 Lobn and deposit growth at coimercial banks ‘in the Saginaw . .

. * SMSA was cohsideraply Higher than that of thé gtate over the
1970-77 period. Table §3 shows that cygrent-dollar demand deposits*

-and total Heposits grew at hnnug) rates of 6.3 percen{, an S

" .percent, respectively, over this eight-yeaj- perig\d.;'l‘lﬁ comparable

. growth rates statewide were 3.7 percent-for demand deposits anid ., .

7. 7.3 petcent for total (%epos_y,s. The growth in the curtent-doliar
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K

volume of dem nd deposits in t,he Qagmaw SMSA ranked second
among the stald's 11 metropolitan areas, just behind the 8.9 percent
growth in the Kalamazoo-Portage SMSA. In addition,” this area’s.
“growth rate in-total deposits was the highest, just as the annual
growth rates for the current-dollar volume of loans, shown in Table

S3; were the highest among Michigan metropolitan areas.

The strong uptrend in the current-dollar. volume of deposits
. 0 bolstered the deflated value of the two series shown ip Chart S7.
* % Although the cyclical downswing in thg Index of Deflated Dbmand °
-, Deposits was long and amounted to a 19.9 percent drop from peak
,to trough, it was the mildest slamp in this index among Michigan
metropolitan areas. That was:also the.case for the Index of Deflated
. Total Deposits, which fell just 6 percent during the last recession.

Chatt ST shows that both indexes have moved up considerably

‘during the recent expansion period. By mid-1978 the total deposits -

in ndex had increased 17.1 percent from its recegsion low and stood

10 1. percent above its pre-recession peak. Although the demand

¢ deposits index had expanded d 21.6 percent by mid-1978, it was still

slightly below its’ pre- recession high, a sltuutlon snmlar o, other
met,ropoht,an argas in the state. ¥

Although there was a slight falloff irethe current- doﬂar volume of ’

N commercial and industrial loans and consumer installment loans
during the recessign, Chart S8 shows that total loans grew steadily
throughout the l%O 78 period, essentially uninterrupted by the ’

N~ national recession. Thus, the Saginaw SMSA joins the Ann Arbot- -
Ypsilanti and Muskegon SMSAs as’ areas in which the dollar®
volume of total loans did not decline during the 1973-756 slump in
‘overall business activity. By mid-1978 the loan categories shown in
Chart S8 were considerably abovg Phgir pre-recession levels,

In summary, the Saginaw SMSA exhibited relatively rapid
growt,li and a comparatively higher degree of stability in%ts banking
. . - activity than other metrogolitan areas in Michigan. Local
) employiffent also experiencefl fairly etrong growth, -but was
charact.ermed by sizable cydlical swings in the manufacturing
sector, not «aan unexppd sult of the heavy concentration on

’ uutomobilWﬁd p odudtion in the area. Therefore, like other

metropolit ens inthe state which are heavily dependent on the
automobile indudtry, the Saginaw SMSA expenenqed large declines

in manufacturing employment, during recessions. But these slumps
were followed by vigorous expansions, On the otherM .
behavior of construchon emplbypnent whiich also suffer e
downswing durmg the last recession, over the 1970-78 period
oxhibited the “largest negative gwowth fate among the ll
metropolitan aréas in Michigan.
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