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Rock Solid  
in Little Rock?
By Giang Ho and Anthony Pennington-Cross

little roCk Zone

Compared with some other parts 
of arkansas, employment in 
the little rock-north little 

rock metro area has been slow to 
recover from the 2001 national reces-
sion.1  For example, from March 2001 
through december 2005 (more than 
four years after the recession offi-
cially ended), private nonfarm payroll 
employment in the little rock area 
increased by 1.2 percent, compared 
with 17 percent in the Fayetteville-
springdale-rogers metro area, in 
northwestern arkansas.  after return-
ing to pre-recession levels in June 2004, 
there has been virtually no change in 
little rock’s employment.  Yet there are 
reasons to be optimistic about arkan-
sas’ capital: above-average income 
growth and modest population growth. 

reflecting its role as a regional 
center serving a large and mostly rural 
hinterland, little rock has a diverse 
industry mix that emphasizes health 
care, construction and transporta-
tion.  an important economic engine 
for little rock is the education and 
health services sector, which accounts 
for 16 percent of the regional economy.  
as shown in the figure, this sector 
has outperformed others, growing by 
11 percent since the beginning of the 
2001 recession.  However, job growth 
was offset by weaknesses in the trade, 
transportation and utilities (ttu) sector, 
which since March 2001 has declined 
by 5 percent, an equivalent of 1,200 jobs.  
Given the relative importance of ttu 
in the regional economy (more than 
a quarter of the region’s labor force), 
it is not surprising that total employ-
ment growth has been stagnant.    

Meanwhile, manufacturing in little 
rock stabilized during 2004 and 2005 
after a long period of steady job losses 
(more than 20 percent since March 
2001).  the impact of declining manu-
facturing on the little rock economy is 
mitigated since the sector accounts for 
only 10 percent of employment, com-
pared with 17 percent for arkansas as a 
whole.  the down side, however, is the 
loss of high-technology employment in 
industries such as aerospace manufac-
turing; this loss may have detrimental 
impacts on the region’s future.   

other sectors such as construc-
tion and leisure and hospitality have 
enjoyed steady, though not stellar, 
growth in recent years.2  From March 
2001 through december 2005, the 
natural resources, mining and con-
struction sector grew by 1.2 percent 
and the leisure and hospitality sector 
by 4.8 percent.  despite some signs that 
the housing market is cooling in other 
parts of the united states, residen-
tial construction showed no sign of 
slowing during 2005 in little rock.  
this may be partly due to the emerg-
ing wave of housing in downtown in 
response to local revitalization efforts.  
in addition, the november 2004 open-
ing of the Clinton presidential library 
in downtown little rock should not 
be discounted as a positive economic 
force; it is likely associated with 
increased nonresidential construction, 
as well as job creation in the leisure 
and hospitality sectors as tourists 
drive and fly to little rock.  

although little rock’s overall job 
growth has lagged behind that in other 
parts of arkansas in the past few years, 
its unemployment rate of 4.5 percent 
(12-month average for 2005) is below 
the average for the state (5 percent) and 
the country (5 percent).  in addition, per 
capita income has been growing faster 
than the national average.  For example, 
during 2000-2003, nominal per capita 
income for little rock increased by 
11 percent compared with 5.5 percent 
nationally.  after adjusting for inflation, 
little rock per capita income increased 
by 3.9 percent while u.s. per capita 
income actually declined.3  this may 

suggest that local productivity growth 
is running at a faster pace in little rock 
than for the nation as a whole.  

Further, little rock has experienced 
slow population growth compared with 
booming northwestern arkansas.  For 
example, the population in pulaski 
County, where the city of little rock lies, 
increased by 1.2 percent between 2000 
and 2004, while Fayetteville County, the 
core county of the Fayetteville-spring-
dale-rogers metro area, grew by more 
than 10 percent.4  However, one recent 
Brookings institution study ranked 
little rock the no. 12  “Wealth Builder” 
among the 100 largest metropolitan 
areas.5  (a “Wealth Builder” is defined as 
a region that can raise incomes without 
fast population growth.)            
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