
South Carolina: 
In Transition, But 
to What? 

South Carolina's economy has been in the doldrums since late 1979. The state is 
actively diversifying its industries, but continued dependence on consumer-oriented 
manufactured products may slow South Carolina's recovery. 

Outsiders of ten see South Carolina as a typical 
Sunbelt s t a t e — a robust economy immune to the 
ravages of the current recession, a favorable 
business climate, and an abil i ty to lure industry 
from outside the state. Whi le some of these 
perceptions are accurate, others are overstated. 
For example, South Carolina has been able to 
attract numerous manufacturing facilities of firms 
headquartered elsewhere. The state is usually 
ranked near the top in surveys of business 
climate and factors important in the plant site 
selection process. 

However, the structure of the South Carolina 
economy is probably more similar to those of 
Frostbelt states than to others in the Sunbelt. 
South Carolina is still highly dependent upon 
one industry, textiles, for a large share of its 
employment and personal income, s im i la r to the 
one-industry dependence seen in several mid-
western states. As a result, South Carolina has 
suffered high unemp loyment and permanent 
job losses just as those states have suffered. 

The South Carolina economy has reached a 
significant transit ion point. In an effort to reduce 
its dependence upon one industry, the state is 
at tempt ing to diversify its emp loyment base to 
include " t h e three f s " — t e x t i l e s , tourism, and 
technology. The state's long term deve lopment 
prospects depend on its success in making that 
transition. In the per iod immediate ly ahead, a 
moderate recovery in the nation wil l result in a 

more moderate than usual recovery in South 
Carolina. That is because of South Carolina's 
dependence on national markets for the state's 
consumer-or iented manufactured products. 

An Overview of the Current Recession 

The South Carolina economy has exper ienced 
significant short-run problems in the national 
recession wh ich began in mid-1981. In fact, a 
strong case can be made that the current recession 
in South Carolina began at the end of 1979. 

The evidence of a long-term recession is com-
pelling. For example, the state's unemp loyment 
rate stood at a low 4.8 percent in the second 
quarter of 1979. Since then, it has t rended 
upwards to what may have been a peak of 11.2 
percent in the second quarter of 1982 (Table 1). 
Other key indicators that peaked in 1979 include 
housing starts, text i le employment , total manu-
facturing employment , and perhaps the best 
indicator of the state's economy, real per capita 
income. 

Furthermore, real retail sales have decl ined an 
average of 3.2 percent for the years 1980-1982. 
However, other tradit ional indicators, such as 
nonfarm emp loyment and personal income, did 
not peak unti l the second and th i rd quarters of 
1981, respectively. 

A comparison of the current recession in South 
Carolina w i th 1973-1975 is also revealing. The 
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Table 1 . The South Carolina Business Cycle 

1973-1975 1979-Present 

Series 
Peak Trough 

% Chg. 
Peak Trough 

% Chg. Series 
Date Value Date Value 

% Chg. 
Date Value Date Value 

% Chg. 

Total Nonfarm 
Employment1 74:3 1,028.9 75:1 952.3 - 7 . 4 81:2 1,027.5 82:1 1,176.2 - 2 . 6 

Manufacturing 
Employment1 73:4 382.1 75:1 323.0 - 1 5 . 5 79:4 401.9 82:2 362.7 - 9 . 8 

Textile Employment1-2 73:4 160.0 75:1 128.0 - 2 0 . 0 79:2 143.0 82:2 121.2 - 1 5 . 2 

Unemployment Rate 73:4 4.0 75:1 10.0 N/A 79:2 4.8 82:2 11.2 N/A 

Real Total Personal 
Income3 74:3 10,691.6 75:2 10,398.7 - 2 . 7 81:3 13,086.6 82:1 12,835.5 - 1 . 9 

Real Per Capita 
Income4 74:1 3,776.6 75:1 3,513.7 - 7 . 0 79:4 4,129.3 82:1 4,024.6 - 2 . 5 

Real Retail Sales3 73:2 7,627.2 75:1 6,534.4 - 1 4 . 3 79:2 9,073.6 82:1 7,382.4 - 1 8 . 6 

Housing Starts5 72:2 30,936.0 74:4 10,968.0 - 6 4 . 5 79:2 31,128.0 81:4 12,244.0 - 6 0 . 7 

11 ri thousands of workers. 
SSIC 22 only. 
3 ln mill ions of dollars, annual rate. 
4 tn dollars. 
sNumber, annual rate. 

earlier recession was shorter in South Carolina, 
but more severe. For example, in the mid-1970s 
recession, most economic indicators peaked at 
the end of 1973 or in early 1974, whi le recovery 
began in the second quarter of 1975. Thus, that 
recession lasted about 5 quarters; in contrast, the 
current recession has persisted for 10 or 11 
quarters. One effect of the relative length of the 
current recession is that retail trade is somewhat 
worse off than in the earlier recession. 

Yet the prior recession resulted in significantly 
greater economic losses. Total nonfarm employ-
ment fell 7.4 percent, or nearly 80,000 jobs in 
only a half year. In the current recession, the j ob 
loss has been 2.6 percent, wh ich represents 
slightly more than 30,000 lost jobs. Losses in 
manufactur ing e m p l o y m e n t also were substan-
tially steeper at 15.5 percent, whi le in the 1979-
82 recession, those jobs d ropped 9.8 percent. Of 
particular interest is text i le mill products, where 
emp loyment decl ined by 20 percent in the last 
recession but "on l y " 15.2 percent in the current 
period. However, the latter decl ine results in part 
f rom a smaller base and reflects the decl in ing 
share of text i le emp loyment in South Carolina. 

The severity of the 1973-1975 period is also 
reflected by real per capita income, which plunged 

7 percent in a year compared to the current 2.5 
percent decline. Net migration to South Carolina 
was at a relatively high level in the 1970s and has 
lessened in recent years. Accordingly, populat ion 
growth has declined somewhat more than income. 

The South Carolina economy has probably 
undergone some permanent change as a result 
of the moderate decl ine in economic activity 
since 1979. The durat ion of weakness has cost 
numerous jobs due to plant closures. In the short 
run, it has wreaked havoc on state budgetary 
planning since state revenues are de termined 
largely by growth in personal income and retail 
sales. 

The South Carolina economy tradit ionally has 
lagged national downturns, but this recession 
may reverse the usual experience. The good 
news is that the state's economy may have 
t roughed in June. For example, nonfarm employ-
ment has risen for four consecutive months, and 
the unemp loyment rate has decl ined slightly 
f rom its June peak. Furthermore, the state's 
composite index of coincident indicators troughed 
in June, and by October it had increased in three 
of four months. Thus, South Carolina was not 
only in the forefront of the recession, but it may 
also precede the national recovery. 
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South Carolina's economy is in transit ion both 
cyclically and structurally. The structural change 
is directly related to trends in the manufactur ing 
sector, and it wi l l strongly inf luence the strength 
of any recovery. 

Manufacturing and the 
South Carolina Economy 

South Carolina's manufactur ing sector is parti-
cularly impor tant f rom both cyclical and long-run 
perspectives. As in most areas of the country, 
manufacturing emp loyment bears the brunt of 
any cyclical downturn . However, in the longer 
run, growth in the manufactur ing sector is crucial 
to South Carolina, wh ich ranks extremely low 
among most national economic statistics. The 
state's economy historically has been dominated 
by the low-paying text i le industry, but its role has 
been diminishing at an increasing rate. The key 
issue facing South Carolina is whether diversifi-
cation can compensate for cont inu ing j ob losses 
in the texti le industry. 

In 1970, emp loyment in texti le mil l products 
numbered 148,800 workers, or 17.7 percent of 
total nonfarm e m p l o y m e n t Employment peaked 
in 1973 at 160,000 workers. Yet, by the trough of 
the recession in 1975, e m p l o y m e n t had fallen to 
128,000. A l though there was a rebound in the 
fol lowing year, e m p l o y m e n t in text i le mil l pro-
ducts has decl ined each year since 1976. From 
the 1973 peak, e m p l o y m e n t in texti le mil l pro-
ducts has decl ined to 121,200. Moreover, the 
17.7 percent peak share had fallen to only 10.3 
percent by 1982. 

There are t w o primary reasons for this decline. 
First are the inroads imports have made in the 
domestic market. Developing countries in Latin 
America and the Far East have encouraged texti le 
production. Since the U. S. market was relatively 
unencumbered by restrictions, imports' market 
share rose dramatical ly dur ing the 1970s and has 
cont inued to rise despite the implementat ion of 
some quotas. 

The second factor is related to investment 
decisions made by domest ic texti le producers. 
In an effort to com pete w i th imports, text i le firms 
have closed obsolete plants, many well over 50 
years old, and have invested heavily to modernize 
newer plants. However, the domest ic market is 
growing by only 1 percent per year on a long-
term basis, and investment has tended to be 
labor-saving. 

Al though the text i le industry is still dominant 
in South Carolina, it is likely to con t inue to shrink. 
Textile firms that have modernized and increased 
efficiency, however, wil l remain viable and are 
likely to be more prof i table in the future. 

Excludingthe text i le sector, manufactur ing has 
maintained a relatively strong posit ion in South 
Carolina, and the durables have per formed qui te 
well. Employment in durable goods product ion 
in 1970 was 84,100, representing 10 percent of 
nonfarm emp loyment Before the recession began 
in 1979, there were 122,200 jobs, a gain of 45 
percent, and the share of total e m p l o y m e n t was 
10.4 percent. (Table 2). The primary growth 
sectors include fabricated metals, nonelectr ical 
machinery, and electrical equ ipment , wh ich to-
gether recorded a net increase of 26,000 jobs 
from 1970-1982. Since these sectors are relatively 
capital intensive, their contr ibut ion to state per-
sonal income has increased over the past 12 
years. In this period, nominal personal income 
rose 251.3 percent, but earnings in durable 
goods j u m p e d 278.4 percent. Accordingly, dur-
ables' share of personal income increased f rom 
7.5 percent in 1970 to 8.5 percent in 1980. 

A different situation arises in nondurable goods, 
at tr ibutable to the text i le industry. Before the 
recession in 1979, nondurable goods employment 
rose by roughly 21,000 jobs f rom 1970, bu t the 
share of total nonfarm emp loyment decl ined 
f rom 30.4 percent to 23.6 percent. However, the 
current recession has caused a severe reduct ion. 
Clearly, the recession has exacerbated the shake-
out in the text i le industry. 

Excluding 1982, one surprising f ind ing is that 
nondurable goods' share of total personal income 
has not fallen proport ionately to reductions in 
employment . The share was 21 percent in 1970 
and 17.8 percent in 1980. This results f rom a 
change in the industry mix of nondurables. Some 
growth has occurred in pr int ing and publ ishing 
and chemicals, where wages are somewhat higher 
than in textiles. 

Al though the manufactur ing sector's relative 
share in the South Carolina economy has declined 
in the past decade, it remains the key to future 
growth. The share of manufactur ing employ-
ment has fallen 24 percent f rom 1970-1982, yet 
the share of personal income decl ined a more 
modest 17 percent Continuing industrial develop-
ment and diversif ication are imperat ive in order 
to compensate for the t roub led text i le industry. 
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T a b l e 2 . The importance of Manufactur ing in the South Carol ina Economy 1 9 7 0 - 1 9 8 2 

Employment (000's) Personal Income (nominal, $ millions) 

Year Total 
Nonfarm 

Durable 
Goods 

% Share 
Non-

durable 
Goods 

% Share Total Durable 
Goods 

% Share 
Non-

durable % Share 
Goods 

1970 842.0 84.1 10.0 256.2 30.4 7,668 575 7.5 1,613 21.0 

1979 1,176.0 122.2 10.4 277.3 23.6 20,548 1,750 8.5 3,718 18.1 

1980 1,188.8 120.6 10.1 271.4 22.8 22,722 1,922 8.5 4,034 17.8 

1981 1,196.5 115.3 9.6 273.0 22.8 25,457 2,116 8.3 4,391 17.2 

1982* 1,179.3 108.8 9.2 253.0 21.5 26,940 2,176 8.1 4,169 15.5 

•Est imated 

Diversification of the 
State's Manufacturing Sector 

Industrial development has been a major activity 
for South Carolina over the past few years, and 
the state has established a track record for 
attracting manufactur ing facilities. Since 1950, 
1,935 new plants have been announced for the 
state. In 1981 alone, 733 firms announced they 
planned to expand or locate in South Carolina, to 
create 16,000 new jobs w i th $2.4 bi l l ion of 
capital investment. 

M u c h of the effort to attract industry has been 
aimed at diversifying the state's employment . 
And there is evidence that this diversif ication is 
beginning to take place. Whi le manufactur ing 
emp loyment grew 4.6 percent between 1976 
and 1981, certain industries grew significantly 
faster during that period (Table 3). These industries 
include primary metals (73 percent), rubber and 
plastics (88 percent), electrical and electronic 
equ ipment (36 percent), transportat ion (41 per-
cent), and fabricated metals (26 percent). As a 
result of this growth, these industries comprised 
a larger percent of total manufactur ing employ-
ment in 1981 than they d id in 1976. For exam pie, 
machinery comprised 6.7 percent in 1976 and 
7.9 percent in 1981; similarly, electric and elec-
tronic equipment comprised 4.3 percent of manu-
facturing emp loyment in 1976 and 5.6 percent 
in 1981. In addit ion, rubber and plastics grew 
from 2.7 percent to 4.9 percent of the manu-
facturing labor force. 

Firms headquartered in Frostbelt states have 
contr ibuted to South Carolina's emp loyment 
gains. For example, 92 percent of the new 
emp loyment in electrical and electronic equip-
ment over the past decade resulted from the 
expansion of Frostbelt-based firms, and 34 per-
cent of the gains in chemicals resulted f rom the 
expansion of mid-Atlantic-based firms.1 Firms 
headquartered in N e w York lead the list for 
branch plants located in South Carolina (274), 
fo l lowed by Nor th Carolina (77), Illinois (61), 
Oh io (57), Pennsylvania (48), and N e w Jersey 
(46). 

Foreign investment has also been a major 
component of South Carolina's industrial develop-
ment; it comprised over 20 percent of announced 
industrial investment in 1981 and has been as 
high as 46.9 percent (in 1974). This investment 
has been predominant ly in the chemicals and 
metal work ing industries. In 1981, ful ly 42 per-
cent of all foreign direct investment in South 
Carolina manufacturing was in chemicals, another 
23 percent in metal working industries. 

Whi le diversification has been a major goal for 
South Carolina, the geographic impl icat ions of 
that new deve lopment have been a concern. 
The state has expressed the goal of encouraging * 
industrial development of its rural counties. During 

'Nancy Matthews and Richard McKenzie, "New Plant and Employment 
Gains in South Carolina during the 1970s," Bus iness and E c o n o m i c 
Review. Vol. XXIX, No. 1, College of Business Administration, University of 
South Carolina. (October 1982). 

7 8 FEBRUARY 1983, E C O N O M I C REVIEW " 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1983



Table 3 . Composit ion of the Manufacturing Sector in South Carolina 1976-1981 

% 1976 % 1981 
1976 1981 % Change Mfg. Mfg. 

Industry Employment Employment 1976-1981 Employment Employment 

Durable Goods 
Lumber and Wood Products 14,600 14,300 - 2 . 1 % 3.90% 3.70% 
Furniture and Fixtures 4,500 4,900 8.9 1.20 1.30 
Stone, Clay, and Glass 10,800 10,700 - . 9 2.90 2.80 
Primary Metals 4,400 7.600 72.7 1.20 2.00 
Fabricated Metals 11,700 14,700 25.6 3.20 3.80 
Machinery, Except Electrical 24,800 30,500 23.0 6.70 7.90 
Electrical and Electronic 

Equipment 15,900 21,600 35.8 4.30 5.60 
Transportation 3,600 5,100 41.7 1.00 1.30 
Instruments 5,100 5,800 13.7 1.40 1.50 
Miscellaneous 4,300 4,200 - 2 . 3 1.20 1.10 

londurable Goods 
Food and Kindred Products 13,700 14,100 2.9 3.70 3.60 
Textile Mill Products 149,500 133,100 - 1 1 . 0 40.30 34.30 
Apparel 46,200 46,700 1.1 12.50 12.00 
Paper and Allied Products 13,500 13,900 3.0 3.60 3.60 
Printing and Publishing 6,400 8,000 25.0 1.70 2.10 
Chemicals 30,700 32,700 6.5 8.30 8.40 
Rubber and Plastics 10,200 19,200 88.2 2.70 4.90 
Other Nondurables 1,100 1,200 9.1 .03 .03 

TOTAL MANUFACTURING 371,000 388,200 4.6 100.00 100.00 

the 1970s, South Carolina's major metropol i tan 
areas were the beneficiaries of most new plants, 
although a case can be made that cont iguous 
rural counties benef i ted as wel l f rom these 
employment opportuni t ies. 

Ironically, the firms that a ided the state's 
efforts to diversify t ended to hurt rural develop-
ment. These were generally large firms that 
located in the major metropol i tan areas where 

, labor was more plentiful. Branch plants f rom 
northern states accounted for 56 percent of the 
new emp loyment but 42 percent of the plant 
openings dur ing the 1970s.2 

Two specific development actions have helped 
South Carolina's rural counties. The Governor's 
Rural Economic Ach ievement Trophy (GREAT) 

' Towns program was inst i tuted to encourage 
small towns to increase their chances by desig-
nating plant sites, provid ing the necessary infra-
structure, and otherwise accommodat ing the 

' I b i d 

needs of a facility. In addit ion, the Governor's 
Rural Economic Deve lopment Initiatives (REDI) 
program was established in 1981 to create jobs 
in the most economical ly distressed counties. To 
accompl ish this task, federal funds have been set 
aside for a revolving loan fund to businesses 
locating or expanding in one of these counties. 
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Diversification into 
High Technology 

As in other parts of the nation, South Carolina's 
industrial deve lopment specialists have become 
infatuated wi th the newest industrial location 
prospects—high- technology and research and 
deve lopment firms. This interest has escalated 
because such " industr ies of the future" have 
been somewhat more resilient in the face of the 
nation's current recession. South Carolina has 
already had some success in this field; firms such 
as Cincinnati Mi lacron (which produces and 
develops industrial robots), Digital, Sony, Uni ted 
Technologies, and others have located in the 
state. 

However, a concerted effort is now being 
made to attract more of these firms. The Techni-
cal and Comprehensive Education (TEC) System, 
a statewide post-secondary educat ion system 
that has helped meet the training needs of the 
state's industries, is preparing to meet the needs 
of these high-tech industries as well. Emerging 
technology centers have been established at six 
of the TEC System's regional campuses in fields 
such as microelectronics, robotics, computer 
applications to manufacturing, and advanced 
machine tool technology. These centers, together 
w i th the TEC System's abil i ty to tailor training to 
an individual firm's specifications, wil l offer a 
powerful incentive for high-technology firms. 

Governor Richard Riley has also announced 
the creation of a quasi-public research authori ty 
t o lure high-tech industry. The authori ty wil l 
oversee and lease space in three research parks 
that wi l l be established in conjunct ion wi th the 
University of South Carolina, Clemson University, 
and the Medical University of South Carolina. 

The state has several real and perceived dis-
advantages in its recruiting, wh ich include a 
scarcity of skilled labor (South Carolina ranks 
41st of the 50 states in the percentage of 
populat ion over 18 wi th a college education); 
and the lack of "cr i t ical mass" which develops as 
skilled labor, research firms, and universities 
attract one another. It also got a late start in 
a t tempt ing to attract high-tech firms; at least 17 
states n o w have programs to finance high-tech 
and research activities. Further, South Carolina is 
not perceived as a state strong in high technology, 
and it wi l l be dif f icult to compete w i th Research 
Triangle Park in neighboring Nor th Carolina. 

Diversification of 
the State's Economic Base 

South Carolina has also begun to diversify into 
industries other than manufacturing. Tourism is 
now the state's second largest industrial employer, 
just beh ind textiles, w i th 68,000 jobs direct ly 
related to travel and tourism. This travel-generated 
emp loyment increased 4.7 percent between 
1980-1981, substantially more than the .6 per-
cent increase in South Carolina's total employ-
ment dur ing that period. Travelers spent almost 
$2.4 bi l l ion in the state in 1981, a 13 percent 
increase f rom 1980 and 56 percent f rom 1977. i 
The Department of Parks, Recreation, and Tourism 
promotes the state both here and abroad, and 
events such as the Spoleto Festival in Charleston j 
and Canadian-American Days in Myr t le Beach 
have boosted tourism. 

Whi le total nonagricultural e m p l o y m e n t grew 
15.3 percent be tween 1976 and 1981, certain 1 

sectors grew faster (Table 4). Services, inc luding 
the travel-related employment , grew 27.4 per-
cent dur ing that period; finance, insurance, and f 

real estate rose 24.7 percent, and trade increased 
23.3 percent. All three sectors increased their 
propor t ion of nonagricultural e m p l o y m e n t in \ 
1981 f rom 1976. Also significant is that whi le 
government emp loyment grew 15.3 percent in 
1981, it merely maintained its share of total 
employment . 

White-col lar workers compr ised 46 percent of 
all emp loyment in South Carolina in 1980, an 
increase from 39.5 percent in 1970. Blue-collar 
workers const i tuted 39 percent of emp loyment , 
in 1980, a decrease from 42.6 percent in 1970. 
This t rend is likely to cont inue into 1990: white-
collar emp loyment is projected to reach 53.5 
percent of the state's total emp loyment in 1990, 
and blue-collar workers are projected to comprise 
just 34 percent.3 

In summary, South Carolina is exhibi t ing a * 
growing diversif ication wi th in its manufactur ing 
sector and among all its emp loyment sectors. 
These changes, however, are long-term in nature, 
and will not significantly influence the immediate 
out look for the state's economy. 

3 SenaBlacketa l , I n fo rma t ion Resources M a n a g e m e n t in S o u t h Caro l ina 
State Government : A State Strategy, Institute for Information Manage-
ment, Technology, and Policy, College of Business Administration, University 
of South Carolina, Columbia, South Carolina (December 1982). 
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Table 4 . South Carolina Nonagricultural Employment 1976-1981 

Sector 
1976 

Employment 
1981 

Employment 
% Change 
1976-1981 

% 1976 
Nonagricultural 

Employment 

% 1981 
Nonagricultural 

Employment 

Manufacturing 371,000 388,200 4.6% 35.70% 32.40% 

Mining 1,800 1,800 0.0 .02 .02 

Construction 61,500 71,200 15.8 5.90 6.00 

Transportation and 
Public Utilities 42,700 53,800 26.0 4.10 4.50 

Trade 
Wholesale Trade 
Retail Trade 

187,600 
40,900 

146,600 

231,300 
50,500 

180,800 

23.3 
23.5 
23.3 

18.10 
3.90 

14.10 

19.30 
4.20 

15.10 

Finance, Insurance, 
and Real Estate 39,700 49,500 24.7 3.80 4.10 

Services 130,500 166,200 27.4 12.60 13.90 

Government 203,300 234,400 15.3 19.60 19.60 

TOTAL 1,038,100 1,196,500 15.3 100.00 100.00 

1 The Near-Term Outlook: 
Some Risks, But a Moderate 
Recovery is Likely 

In a typical recovery, the South Carolina economy 
< has outpaced the national upswing for t w o pri-
v mary reasons. First, many of the state's manu-
l factured products are consumer-or iented, and, 
J since retail sales lead a recovery, product ion 
, rebounds relatively quickly. Second, plant re-
I location to and expansion in South Carolina has 
' provided additional stimulus. However, the antici-
^ pated recovery in 1983 may be somewhat dif-
f ferent. Because consumerspend ing is unl ikely to 
k be as robust as in the past, the initial upswing wil l 

be moderated. Furthermore, new investment 
j may only compensate for the restructuring taking 
} place in the manufactur ing sector. 

For the short run at least, the state's recovery is 
* dependent on the performance of the national 

J economy. This is particularly apparent since 
f approximately 80 percent of the products manu-
i factured in South Carolina are exported. Under 

the assumption of a consensus forecast that 
anticipates 2.5 to 3 percent growth in the national 

[ economy, South Carolina would experience some 

uneven growth w i th cont inu ing problems in the 
manufactur ing sector. 

For the aggregate economic variables, a mixed 
pattern results. Expected gains in real total per-
sonal income w o u l d be a minimal ly satisfactory 
2.0 percent in 1983. Growth in total nonfarm 
e m p l o y m e n t is l ikely to be relatively sluggish. 
The projected unemployment rate averages 10.2 
percent, wi th a decl ine to 9.3 percent by the 
year's end. 

Employment gains in manufacturing aren't likely 
unti l the second half of 1983 even under the best 
circumstances. There is a 3 percent annual average 
loss in the consensus forecast wh ich reinforces 
the not ion of 2.5 - 3 percent national growth as a 
"g rowth recession." Durable goods e m p l o y m e n t 
records a small loss on an annual ized basis, but 
condit ions are expected to worsen in some 
nondurable goods sectors. Particularly hard-hit is 
text i le employment , where losses potent ial ly 
range near 7 percent for the year. 

O n the posit ive side, significant improvement 
is expected in bo th housing and retail sales. 
Given declining rates on construction and mortgage 
loans, housing starts are expected to rise over 25 
percent. This w o u l d bring the starts rate back to 
the level of 1980. Wh i le that was not a banner 
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year, it still represents considerable improve-
ment. Real retail sales are expected to c l imb 
about 5 percent. Again, this also must be put in 
perspective given the fact that real retail sales 
have decl ined an average of 3.2 percent for the 
last three years. 

In summary, the consensus forecast w o u l d 
keep South Carolina in the economic doldrums. 
A moderate recovery appears most likely, but 
the risks of further economic losses, at least in 
the short-run, are clearly present. 

Conclusions 
The South Carolina economy has exper ienced 

significant short-run problems and wil l l ikely 
cont inue to do so in early 1983 unless there is a 
major upturn in the national economy. The 
state's economy typical ly improves more rapidly 
than that of the nation, but 1983 may be different 
if consumer spending proves lackluster. 

The long-term improvement of South Carolina's 
economic picture lies in its abil i ty to diversify its 
economic base both wi th in the manufactur ing 
sector and among all employment sectors. Tourism 
has grown into a major component of the employ-
ment base and has exerted a positive inf luence 
on the state's employment and revenues. Further, 
efforts to attract high technology and research 
activity are crucial to the state's long-term eco-
nomic health. South Carolina is not likely to 
become a national center of research and develop-
m e n t Yet it does have potent ial as a location for 

(1) firms that conduct extensive product or 
process improvement research (and which locate 
near their manufacturing facilities) and (2) certain 
high-technology product ion processes, such as 
the manufacture of computer components, which 
can be located away f rom we l l -known research 
centers. 

— Richard W. Ellson 
and Nancy Grden-Ellson 

University ol South Carolina 
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Note: The fol lowing members of the Federal Reserve Bank of Atlanta research staff also contr ibuted to this issue: 
Cheryl Cornish, Sandra Davis, Pam Frisbee, Patricia McGill, Gustavo Uceda, and David D. Whitehead. 

FEBRUARY 1983, E C O N O M I C REVIEW " 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1983


