
Desp i te t h e recess ion 's 
s e v e r e e f fec ts o n s o m e 
count ies , S o u t h Caro l ina as 
a w h o l e r e c o v e r e d fas ter 
t h a n usua l last year. The 
s ta te 's e c o n o m y has b e e n 
s t a g n a t i n g for t h r e e years, 
but s igns of l ong- te rm 
i m p r o v e m e n t are on the 
hor izon. 

South Carolina: 
A Strong Recovery, 
But Problems Remain 

The extent of South Carolina's 
recovery f rom the recent reces-
sion has surprised many. How-
ever structural problems remain, 
and the state is seeking new 
sources of long-term economic 
expansion. 

One year ago, the South Caro-
lina economy was beset w i th 
significant structural as wel l as 
cyclical problems. The mainstay 
of the economy, texti les and 
related products, was in trouble, 
w i th more than 40 product ion facilities closed d o w n in 1982 alone. 
Growth in personal income and retail sales was sluggish at best State 
revenues had fallen substantially be low expectations, requir ing the 
state to cut spending across the board. The unemp loymen t rate 
stood wel l above the national average and, perhaps most important, 
the ant ic ipated recovery was expected to be modest in comparison 
w i th prior upswings. 

For tunate ly , c o n d i t i o n s b r i g h t e n e d cons ide rab ly in 1983. 
Whereas in past cycles the state has lagged national turn ing points 
by one to t w o quarters, this t ime the movements have been 
simultaneous. Moreover, the burst of consumer spending in the 
second quarter of 1983 brought the state's consumer -o r ien ted 
manufactur ing sectors a needed boost as retailers rushed to 
replenish inventories. In general, the historical " ru le " that South 
Carolina fares worse than the nation during a recession and better in a 
recovery appears to be holding. 

However, structural problems remain that cannot be neglected in 
the current opt imism over the recovery. The state is mov ing 
aggressively to stabilize existing industries and attract new sources of 
e m p l o y m e n t The lessons of 1982 have not been forgotten, and 
1984 should be a year of general improvement . 

The Recession and Recovery 
in South Carolina 

The dep th and durat ion of the 1981-1982 recession caused 
significant cyclical disturbances in the South Carolina economy and 
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Table 1. South Carolina Recession and Recovery 1981-1983 

Recovery4 

Peak Trough 1983:4 
Series Date Value Date Value % Change Date Value % Change 

Composite Index 81:3 168.8 82:4 145.7 - 1 3 . 7 83:4 158.6 8.9 
of Coincident Indicators 

Total'Nonfarm Employment1 81 3 1,207.4 83:1 1,148.4 - 4 . 9 83:4 1,197.3 4.3 
Manufacturing Employment1 81 3 393.9 83:1 349.1 - 1 1 . 4 83:4 371.1 6.3 
Textile Employment1 81 1 134.4 83:2 111.0 - 1 7 . 4 83:4 114.4 3.1 
Unemployment Rate 81 2 8.2 83:1 11.4 3.2 83:4 8.3 3.1 
Real Per Capita Income 81 3 4,209.0 83:1 4,107.0 - 2 . 4 83:4 4,167.0 1.5 
Real Retail Sales2 81 2 8,970.0 83:1 7,695.6 - 1 4 . 2 83:4 9,474.4 23.1 
Housing Starts3 81 1 22,764.0 82:2 16,908.0 - 2 5 . 7 83:4 26,409.0 56.2 

'In thousands of workers 
2 ln millions of dollars, annual rate 
3Number, annual rate 
4Forecasted values 
Source: Division of Research, College of Business Administration, the University of South Carolina 
Other Sources: South Carolina Employment Security Commission: BEA U.S. Department of Commerce 

exacerbated the structural problems, particularly 
in the texti le and related sectors. The state's 
economy has essentially been stagnating since 
the end of 1979. Before the onset of the "official" 
recession in the third quarter of 1981, many key 
economic statistics had been in a per iod of 
decl ine for several quarters or longer (Table 1). 

The state's composi te index of coincident 
indicators "peaked" in the th i rd quarter of 1981 
at 168.8 (1972=100) , b e l o w t h e level of 1 74.3 in 
the same quarter of 1979. The unemp loyment 
rate had risen f rom 4.8 percent to 8.2 percent 
over the same period. Manufactur ing employ-
ment had decl ined f rom 401,900 jobs in the 
fourth quarter of 1979 to 393,900 in third-
quarter 1981. Textile emp loyment also had de-
clined. Thus South Carolina was particularly vul-
nerable when the general economic downtu rn 
began. 

The recession's costs to the South Carolina 
economy were high. The composi te index of 
coincident indicators fell 13.3 percent. Total 
nonfarm emp loyment p lummeted by 60,000 
jobs. The dominant manufactur ing sector lost 
45,000 jobs (75 percent of the total), w i th texti le 
employment alone account ing for about half of 
the losses. U n e m p l o y m e n t soared to a reces-
sionary peak of 11.4 percent, wel l above the 
national rate. Real per capita income fell 2.4 

percent, real retail sales were off by 14.2 percent, 
and housing starts d ropped 25.7 percent. On a 
relative basis, the construction industry performed 
reasonably well. Vigorous activity along the coast 
for the resort market served to lessen the severity 
of the recession. 

Despite their significance, these aggregate eco-
nomic losses mask more serious condit ions in 
some substate regions, particularly those that 
were affected by plant closures. The 1982 un-
emp loyment rate averaged over 15 percent in 
eight South Carolina counties, five of wh ich are in 
the texti le belt that had suffered many plant 
closings (Table 2). One county averaged 21.5 
percent unemp loyment for the year. Fifteen 
addit ional counties had rates ranging from 12 
percent to 14.9 percent. In contrast, only six 
counties averaged below 9 percent unemployed 
for the year. Not surprisingly, five of the six 
counties were located in the Columbia or Charles-
ton SMSAs. The economies in these two areas 
benefi t f rom the relative stability of large govern-
ment sectors, trade, and services, and from 
reasonably diversified manufacturing. Note that 
the state's planning districts run roughly west to 
east, or f rom the texti le belt to the coast. Table 2 
also shows that most counties in the state should 
have significantly lower unemp loyment rates in 
1984. However, the general state pattern remains 
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Tab le 2 . Unemployment Rates in South Carolina Counties 

1984 
1982 Projection 

P L A N N I N G DISTRICT I 
Anderson 
Cherokee 
Greenville 
Oconee 
Pickens 
Spartanburg 

P L A N N I N G DISTRICT II 
Abbeville 
Edgefield 
Greenwood 
Laurens 
McCormick 
Saluda 

PLANNING DISTRICT I I I 
Chester 
Lancaster 
Union 
York 

P L A N N I N G DISTRICT IV 
Fairfield 
Lexington 
Newberry 
Richland 

PLANNING DISTRICT V 
Aiken 
Allendale 
Bamberg 
Barnwell 
Calhoun 
Orangeburg 

unchanged. Only t w o counties wi l l exceed 15 
percent, and nine wil l range between 12 percent 
and 14.9 percent. Furthermore, 12 counties will 
have an unemp loymen t rate be low 9 percent, 
doub le the number in 1982. 

To comprehend fully the economic problems 
of the distressed counties, w e need look only at 
emp loyment trends in the texti le industry (Table 
2). Following a downtu rn in the early 1970s, 
text i le emp loyment expanded to a peak of 
160,000 jobs by the end of 1973. Unfortunately, 
this level is unlikely to be realized again. Following 
the recessionary trough of 128,000 jobs early in 
1975, textile employment bounced up to 150,300 
in 1976's second quarter. From this point, however, 
the decl ine has been nearly continuous, and 

P L A N N I N G DISTRICT VI 
Clarendon 
Kershaw 
Lee 
Sumter 

P L A N N I N G DISTRICT VII 
Chesterf ield 
Darlington 
Dillon 
Florence 
Marion 
Marlboro 

PLANNING DISTRICT VII I 
Georgetown 
Horry 
Will iamsburg 

PLANNING DISTRICT IX 
Berkeley 
Charleston 
Dorchester 

PLANNING DISTRICT X 
Beaufort 
Colleton 
Hampton 
Jasper 

Source: South Carolina Employment Security Commission. Research and 

Analysis 

text i le emp loyment hit a low of 111,000 in last 
year's second quarter, or nearly 50,000 jobs 
be low the 1973 peak. These losses, wh ich have 
had their primary effect in text i le-dependent 
counties, result f rom t w o primary factors: 

First, text i le imports f rom Latin America and 
Asia (most recently China) have risen substantially 
in the past decade. Since the domest ic market 
for texti les is characterized by slow growth, 
domestic producers lost market share: accordingly, 
the least eff icient operations were pared. The 
second factor is that domest ic producers have 
invested heavily in new equ ipmen t to compete 
w i th imports. N e w air and water jet looms are 
several t imes more eff icient than the old tech-
nology. The long-term result f rom this trend 

11.0 8.9 
12.0 9.7 
11.8 9-5 
10.1 8 .1 

15.6 12.7 
10.8 8.8 
10.7 8.7 

13.4 10.8 
13.2 10.6 

9.7 7.7 
12.4 9.9 
14.7 11.9 
17.0 13.8 
16.6 13.4 

14.3 11.8 
16.9 14.0 
14.9 12.3 
21.5 18.1 
11.2 9.2 

7.5 6.2 
10.0 8.3 
7.6 6.3 

10.9 9.0 
6.8 5.6 

12 .2 10.1 

12.4 10.3 
16.4 13.7 
11.9 9.8 
1 2.3 10.2 

9.3 "7.6 
12.1 10 .0 

11.8 9.8 
11.7 9.8 
12 .2 10 .2 

13.6 11.4 
11.1 9.2 

12.9 10.6 
12.6 10.4 
12.0 9.9 
13.4 11.1 
11.0 9.1 
14.9 12.4 
19.3 16.1 

12.3 10.7 
16.4 14.3 
10.6 9.1 
14.1 12.2 

8.1 7.2 
8.8 7.9 
7.8 6.9 
8.4 7.5 

9.5 8.5 
6.7 6.0 

13.0 11.7 
12.7 11.5 
10.8 9.8 
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Table 3 . Employment in Textile Mill Products 
(SIC 22, in thousands) 

Employment in Apparel 
(SIC 23, in thousands) 

I II III IV 

1970 150.8 148.1 148.1 147.3 
1971 146.5 146.9 146.9 149.9 
1972 150.7 153.7 154.5 157.2 
1973 157.1 158.1 156.7 160.0 
1974 158.0 159.1 156.7 148.2 
1975 128.0 133.3 140.8 147.1 
1976 149.3 150.3 148.6 149.9 
1977 147.1 148.0 144.9 145.2 
1978 144.5 144.1 141.6 143.2 
1979 142.5 143.0 140.9 142.0 
1980 142.3 137.0 133.2 134.9 
1981 134.4 133.6 132.6 129.8 
1982 124.7 117.3 112.9 113.5 
1983 11 1.9 111.0 

Source: South Carolina Employment Security Commission 

I II III IV 

1970 43.1 44.7 44.7 44.5 
1971 44.4 45. 44.4 44.4 
1972 44.9 45.8 45.4 45.8 
1973 46. 47.6 47.2 47.1 
1974 46.2 45.1 43.5 42.4 
1975 38.6 40.5 42.9 45.3 
1976 46.1 47.1 45.8 45.8 
1977 44.9 45.8 45.6 46.6 
1978 47.4 48.3 48.2 49.3 
1979 48.6 48.2 47.3 46.9 
1980 46.3 46.8 46.1 46.3 
1981 45.9 46.6 47.5 47.8 
1982 45.2 45. 44.8 44.5 
1983 44.1 44.6 

promises to be a compet i t ive, efficient, and 
profi table domest ic industry, but one that re-
quires fewer w o r k e r s — a classic e x a m p l e of 
capital-labor substitution. 

The apparel industry, also vulnerable to imports, 
has remained relatively stable over the past 
decade. Excluding cyclical variations, the employ-
ment level in this industry is about where it was 
in the early 1970s. Since apparel product ion is 
highly labor intensive, this might appear surprising. 
The primary reason for this relative strength is 
that manufacturers have placed an increased 
emphasis on marketing. The advantage of re-
sponding quickly to changing tastes has mitigated 
labor cost disadvantages. Fortunately, al though 
this is a low wage industry, its stability has 
provided some support in counties where text i le 
emp loyment has decl ined. Despite substantial 
increases in texti le product ion in the first half of 
1983, text i le emp loyment cont inued to decl ine 
through the second quarter. Conversely, employ-
ment in the apparel industry had begun to 
increase in that quarter. 

Therefore, the surprising strength of the re-
covery in South Carolina came despite continuing 
emp loyment weakness in the texti le and related 
sectors. Several factors account for this apparent 
contradiction. First, since the state's manufacturing 
sector is sensitive to national consumer spending, 
hours and earnings in manufactur ing picked up 
sharply in 1983. Through October, the average 

manufactur ing workweek averged 40.5 hours, in 
contrast to 38.2 hours in 1982. Accordingly, 
average weekly earnings in manufactur ing rose a 
solid 8.5 percent. Comparable earnings for the 
nation grew only 5.4 percent. 

A second factor is diversif ication of the state's 
emp loyment over t ime toward national norms. 
Manufactur ing e m p l o y m e n t in South Carolina 
totaled 40 percent of all nonfarm emp loyment in 
1970, and by 1983 this share had fallen to 31 
percent, which only modestly exceeds the national 
share of 28 percent. The composi t ion of manu-
facturing also has changed significantly over this 
period. The share of text i le emp loyment to total 
nonfarm emp loyment has decl ined from 18 
percent in 1970 to less than 10 percent in 1983, 
and f rom 44 percent of total manufac tu r ing to31 
percen t Diversif ication has been concentrated 
in metals, machinery and chemicals. Thus, since 
the composition of employment in South Carolina 
more closely resembles national .trends, it reflects 
the stronger than expected national recovery. 

A final factor that should be noted is the 
deve lopment and growth of tour ism and related 
activities in the state. Coastal deve lopment was 
strong even dur ing the recession, and tour ism 
has provided an important source of economic 
activity. Also becoming significant is the establish-
ment of ret i rement-or iented communi t ies that 
will moderate tourism's seasonal f luctuations. 
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These indigenous factors combined w i th a 
strong national recovery to boost substantially 
the state's economy in 1983 (Table 1). This is 
best i l lustrated by a rise of nearly 9 percent in the 
state's composi te index of coincident indicators. 

Total nonfarm emp loyment fo l lowed a typical 
cyclical pattern and recouped about 80 percent, 
or nearly 50,000, of the jobs lost dur ing the 
course of the recession. Manufactur ing employ-
ment turned around in the second quarter and 
gained 22,000 jobs by the end of 1983. Al though 
durable goods compr ised only one-third of total 
manufactur ing employment , that componen t 
accounted for nearly 13,000 of those new jobs. 
Fabricated metals and machinery showed most 
of the improvement Although textile product ion 
recorded significant increases during the year, 
emp loyment rose a slight 3,400 jobs compared 
w j t h 24,400 jobs lost dur ing the recession. W i t h 
the updated and highly eff icient equ ipment 
in t roduced into text i le plants, increased product 
demand can be met w i thou t hiring addit ional 
workers or, in many cases, recalling those w h o 
have been laid off. Of course, this is the pattern 
of many basic industries in the nation. 

Construction, trade and services accounted for 
the most significant emp loyment growth in non-
manufactur ing sectors, and the reasons for this 
are not di f f icul t to ascertain. Housing starts in 
1983 rose by 56 percent. This growth fell short of 
the national increase of around 65 percent, but 
housing starts in South Carolina had not fallen as 
much dur ing the recession because of coastal 
d e v e l o p m e n t The trade sector benef i ted f rom a 
surge in retail sales, which rose 23 percent on a 
trough to peak basis. Compar ing annual totals, 
real retail sales were up 9 percent in 1983 over 
the previous year. This exceeds the national 
increase of approximately 7.5 percent after in-
flation. Finally, gains in the service sector were 
at tr ibutable to the general economic recovery, 
cont inued populat ion growth, and strength in 
tour ism and related sectors. 

The expansion in emp loyment pushed the 
state's unemp loyment rate d o w n sharply. From a 
recession peak of 11.4 percent, the rate had 
fallen steadily t o less than 8.5 percent by the end 
of 1983. This exceeded the improvement in the 
national unemp loyment rate, wh ich fell f rom a 
peak of 10.8 percent almost to South Carolina's 
level. 

Finally, increased earnings and emp loyment 
boosted real total personal income by 3 percent. 
In per capita terms, the gain was 1.5 percent. 

In summary, the South Carolina economy was 
hit hard by the recession, but it has rebounded 
rather well. Essentially, 1983 represented a re-
covery in the pure sense of the term in compen-
sating for most of the aggregate economic losses. 
However, significant problems still remain, and 
the state is using this economic upswing to 
establish and imp lement policies designed to 
improve the state's relative posit ion in the future. 

Diversification of Economic 
Development Efforts 

This recovery is being v iewed by many South 
Carolina leaders as a "breath ing space" that 
provides an oppor tun i ty to assess both existing 
and potent ial new approaches to economic 
development . In the past, the major approach to 
expanding e m p l o y m e n t opportuni t ies centered 
on industrial development . Industrial revenue 
bonds (IRBs), tax concessions, free labor training 
provided by the state's technical education system, 
and a wor ld -wide advertising effort are some of 
the tools used in the effort to attract new manu-
facturing establishments. It appears, however, 
that manufactur ing activity as a source of eco-
nomicexpans ion m a y b e less reliable n o w t h a n it 
was in the past First, it is likely that the Southeast's 
manufactur ing boom wil l slow somewhat over 
the next decade because of national economic 
forces. Further, as this region loses its edge in terms 
of low-cost labor, housing and land, and as other 
states develop more competitive incentive packages 
for attracting industry, it wi l l become increasingly 
difficult to encourage the location and expansion 
of industry in the state. 

Recognition of these trends plus a cont inuing 
concern over the restructuring of the texti le 
industry has resulted in a growing interest in a 
more diversif ied role for state government in the 
deve lopment process. Manufactur ing employ-
ment is one area where recent discussions and 
activities have centered. The emp loyment gains 
experienced during 1983 were not spread evenly 
over the various manufactur ing sectors. The 
recession fell most heavily on textiles, wi th over 
24,000 jobs lost This resulted in many plant 
closings and very high unemp loyment rates in 
certain parts of the state. As Table 2 and Figure 1 
show, unemployment rates of 14 percent and 
higher were c o m m o n in 1982 for many of the 
texti le-dominated northestern counties plus other 
rural counties throughout the state. W i t h total 
text i le emp loyment growing by only 3,400 jobs 
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South Carolina Unemployment Rates by County 

1982 Annual Average 

[ I 14.5% and over 
— 12.5 to 14.4 
I I 10.5 to 12.4 
I I less than 4.5% 

Source: S. C. Employment Security Commission Research 
and Analysis/LMIA 

in 1983 f rom the recession low, recent employ-
ment gains clearly are not developing where the 
jobs were lost. Thus, in spite of the healthy 
statewide recovery, unemp loyment remains a 
serious problem in many text i le-dominated rural 
counties where marginal older mills have closed 
their doors. 

Because of this problem, South Carolina leaders 
currently are developing a plan in wh ich state 
government, led in a " t e a m " approach by the 
State Deve lopment Board, responds to potent ial 
oractual plant closings w i th the h o p e o f reducing 
or avoiding the impact of plant closings on local 
economies. This team effort w o u l d include: a) a 
central clearing house to give the State Developh 
ment Board "early warning" signals of a potential 
plant closing, b) the Board's evaluat ion of that 
information to determine whether an effort to 
avert the plant closing w o u l d be appropriate or 
possible, c) dep loyment of state resources when 
efforts to avert a closing are appropr iate and, d) 
when a plant does close, procedures to assist 
workers in finding new employment and conversion 
of the plant facility to new economic uses. 

Projects also are underway to develop edu-
cation, small and minor i ty -owned businesses, 
and high-tech firms in South Carolina. 

The Out look for 1984 

Given the consensus national forecast of con-
t inued growth and moderate inflation, prospects 
for the South Carolina economy are quite favorable. 
Most of the economic losses from the recession 
wil l have been regained by the end of 1983. 
Therefore, 1984 should be characterized by a 
broad-based expansion of the state's economy. 
Such a t rend certainly wou ld be we lcome in 
perspective. For South Carolina, 1984 can be 
interpreted as the first year of general economic 
expansion since 1979, five years ago. 

Several factors contr ibute to this positive out-
look. First is the relative stabil ization of the state's 
texti le industry. This sector clearly is dependen t 
upon consumer spending for apparel, but it is 
also sensitive to changes in housing starts and 
even automobi le product ion, since it supplies 
carpeting and seating fabric. Al though consumer 
spending wi l l moderate in 1984, and housing 
starts may be slightly lower, the prospects are 
favorable overall with some gains in employment 
likely. Textile mil l products emp loyment rose by 
about 1,000 jobs over the past year. There 
should be an increase of another 7,300 jobs by 
the end of 1984 (Table 3). 

A second favorable factor is the improved 
probabi l i ty of capital investment in the state. 
Wi th a threatened basic industry such as textiles, 
investment in new plants represents an important 
source of economic growth and diversification. 
In recent years South Carolina's attractiveness 
has been enhanced by the expansion and modern-
ization of its sea ports. These facilities, in addi t ion 
to a good interstate highway network, provide a 
solid transportat ion infrastructure. Furthermore, 
continued improvements in an already respected 
technical educat ion system plus the develop-
ment of the"h igh- tech" or iented industrial parks 
bode well for future capital inflows. Thus, the 
state is wel l posi t ioned to participate in the 
expected cyclical rise in capital investment in 
1984. 

Finally, growth in tourist-related industries and 
coastal d e v e l o p m e n t has been robust and is 
expected to remain so. Tourism prov ided a 
buffer to the construct ion industry dur ing the 
recession, and marketing efforts directed at Canada 
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Table 4. South Carolina 1984 Forecast ot Key Sectors 

Series 

Total Nonfarm Employment1 

Manufacturing Employment1 

Textile Mill Products Employment1 

Unemployment Rate 
Real Total Personal Income2 

Real Retail Sales3 

Housing Starts4 

1 ln thousands 
2 ln millions of dollars 
3 ln millions of dollars, annual total 
4Number, annual total 

Source: Division of Research, College of Business Administration, the University of South Carolina. 

1983:4 1984:4 Net Change % Change 

1,197.3 1,249.0 51.7 4.3 

371.1 403.7 32.6 8.8 

114.4 121.7 7.3 6.4 

8.6 7.6 - - 1 . 0 

13,661 14,063 402 2.9 

8,885.6 9.438.0 552.4 6.2 

26,409 24,091 - 2 , 3 1 8 - 8 . 8 

and northern states have paid off well. Moreover, 
retirement communities are becoming important 
in augment ing the tourist trade. 

In general, the 1984 forecast of key economic 
sectors in the state is qui te favorable. Total 
nonfarm e m p l o y m e n t is expected to rise by 
51,700 jobs to just under 1.25 mil l ion, a gain of 
4.3 percent. This wil l substantially exceed the 
previous number of just over 1.2 mil l ion jobs 
recorded in the second quarter of 1981. In 
contrast to 1983, the manufacturing sector should 
make a strong contr ibut ion of 32,600 jobs, wh ich 
is almost a 9 percent increase. Moreover, the 
improvement in manufactur ing emp loyment is 
expected to be broad-based. To keep these 
gains in perspective, however, the level of manu-
facturing emp loyment by the end of 1984 is 
projected to be approximately the same that 
prevailed in the fourth quarter of 1979 (403,700 
versus 401,900). 

O n a relative basis, durable goods manu-
facturing wi l l dominate the expansion w i th ap-
proximately one-half of the projected increase in 
jobs. As in 1983, the leading sectors wil l be 
fabricated metals (3,100 jobs), nonelectr ic ma-
chinery (4,800 jobs), and electrical equ ipmen t 
(2,500 jobs). The nondurables sector also is 
expected to improve in 1984, but the gains here 
are more tenuous. The ant ic ipated rise of over 
7,000 jobs in text i le mil l products depends upon 
continued increases in production. Yet, the threat 
of imports cont inues to grow, and the situation is 

quite unstable. After textile mill products, employ-
ment in chemicals should rise by 1,900 jobs and 
in apparel by 1,300 jobs. 

The increase in nonmanufactur ing employ-
ment of 19,100 jobs wil l again be led by trade 
and services, wh ich together should increase by 
approximately 10,000 jobs. Growth in govern-
ment emp loyment should be modest at least 
because of restraints imposed during the recession. 
The construct ion sector ul t imately should be flat 
since housing starts are expected to decl ine 9 
percent to around 24,000 units. However, this is 
still a high rate by historical standards. 

The state's unemp loymen t rate, wh ich fell 
dramatical ly f rom 11.4 percent to 8.3 percent in 
1983, should decl ine to 7.6 percent by the end 
of 1984. This smaller reduct ion is based upon 
faster growth in the labor force. Dur ing 1983 
many workers, particularly those affected by 
plant closures, remained out of the workforce. 
These discouraged workers are expected to 
reenter the labor force in greater numbers in 
1984. 

Spurred by a projected 8.6 percent increase in 
earnings in the manufactur ing sector, real total 
personal income in 1984 should match the 3 
percent increase in 1983. The combinat ion of 
increased employment and income will continue 
to foster consumer spending in the state, and 
retail sales adjusted for inflation should rise by 6 
percen t 

Thus, the short term out look is relatively bright 
for the South Carolina economy in 1984. The 
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state should enjoy its first solid year of growth 
since 1979. If there is one area of concern, it is 
the fact that most of the expected capital inf lows 
wil l be centered in the major metropol i tan areas. 
Those distressed and vulnerable counties that 
truly bore the brunt of the recession will likely 
not part icipate in the expansion to the degree 
suggested by the aggregate statistics. 

Conclusion 

Like many states that are dependent on a basic 
industry, South Carolina has been beset wi th 
structural and cyclical problems for several years. 
The cyclical recovery has proven to be stronger 
than anticipated, and this has provided the state 
w i th an oppor tun i ty to address structural needs. 

The shakeout in the texti le industry has been 
in progress for the last decade. Firms that survived 
have emerged as compet i t i ve and prof i table 
entities, and the intermediate- term out look is 
br ighter than in some t ime. However, the closing 
of less eff icient plants and the in t roduct ion of 
sophisticated equ ipment have caused severe 
dislocations in many counties as the industry's 
workforce was reduced. 

Therefore, efforts directed toward diversification 
are particularly crucial in South Carolina, and this 
diversif ication wil l take several forms. First is the 
typical ef fort to diversify away f rom the texti le 
and related sectors. This type of industrial re-
cru i tment has been going on for a long t ime. A 
second effort is to devote addit ional resources to 
the deve lopment of small businesses so that 
more of the benefits of industrial deve lopment 
wil l remain in the state. A third aspect of diversi-
fication, and perhaps the most intractable, is 
geographic diversification. The state is making a 
concerted effort to encourage and p romote 
deve lopment in distressed counties. Moreover , 
initiatives to upgrade the state educational system 
should benef i t such areas in the long run. 

None of these programs and proposed policies 
wil l result in overnight success. Many states in 
this region are engaged in similar activities. How-
ever, South Carolina is accelerating its efforts 
even as a general improvement in the economy 
takes hold in 1984. 

— Richard W. Ellson* 
and Randolph C. Mart in* 

•University oi South Carolina 
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