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Northwest Arkansas Snapshot

The Northwest Arkansas region is defined as the Fayetteville-Springdale-Rogers metropolitan statistical area,
which includes Benton, Madison, and Washington counties in Arkansas and McDonald County in Missouri. The
region includes 51 incorporated cities and 15 unincorporated communities. According to the 2010 U.S. Census,
the population of the Northwest Arkansas region was 463,204 and grew at an average annual rate of 2.9 percent
over the previous decade. A workforce of over 225,000 produces a diverse array of goods and services worth
over $17.5 billion a year. Trade, transportation and utilities; professional and business services; manufacturing,
and education and health services account for 64 percent of the region’s employment.

The Region During the Past Decade

The Northwest Arkansas region experienced tremendous growth rates during the past decade. In 2008 and 2009
the United States suffered one of the most severe recessions in its history. However, the region’s economic
strength allowed it to weather the recession and fare better than the state of Arkansas and the nation as a whole.

Jobs

Northwest Arkansas employment peaked at 210,700 in November 2007. At the bottom of the recession in
January 2010, the region had lost 15,300 jobs, representing 7.2 percent of employment. This loss was in the
middle of the pack of the peer regions considered in this report. However, when the time period from January
2000 to December 2010 is considered, Northwest Arkansas far outpaced its peer communities in job growth,
with an increase of 29.8 percent over the decade. The region also had the lowest unemployment rate in its peer
group in 2010.

Business Growth

The number of businesses in Northwest Arkansas increased from 8,606 in 2001 to 11,618 in 2010. From 2001
to 2007, the growth rate in business establishments averaged 5.5 percent, but from 2007 to 2010, there was an
average annual decline of 0.7 percent in the number of businesses in the region. Both the growth during the
pre-recession years and the decline during the recession and post-recession years outpaced the peer regions.

Incomes

Per capita personal income in Northwest Arkansas tends to be higher than those in the rest of the state, but
remains below peers and the United States. However, over the past decade, the median household income
showed significant improvement, increasing by 14.4 percent from 2001 to 2009.

Federal Research Funds

Nearly $103 million of research and development expenditures were made by the University of Arkansas in
2008, placing the university at the 127th rank among research universities in that year. Research expenditures
increased by 31.3 percent from 2001 to 2008, making the growth rate the slowest among the major research
institutions in the peer regions of Northwest Arkansas.

Education

Fewer than 25 percent of adults in Northwest Arkansas have attained a bachelor’s degree or higher, ranking the
region last among peer regions, but better than the Arkansas average. Indeed, all of the Northwest Arkansas
peer regions have populations with more than one-third of adults with at least bachelor’s degrees.

Executive Summary « 3



Cost of Home Ownership and Cost of Living

Home ownership costs in Northwest Arkansas are in the middle of the pack when compared against costs in peer
regions. In 2009, home ownership costs accounted for 22.4 percent of household income in Northwest Arkansas
and rose steadily through the past decade.

Poverty

The region’s poverty rate in 2009 was 17 percent. This placed Northwest Arkansas in the middle of its peer group
in terms of poverty. However, since 2000, the poverty rate in Northwest Arkansas has increased by a larger
amount than the state, the nation or any of its peer regions.

Commuting Time and Modes of Transportation

74.8 percent of Northwest Arkansas workers spend less than 30 minutes commuting to work, ranking the region
second among peer regions. 3.3 percent of the region’s workers use alternative modes of transportation to get
to work, including biking, walking and mass transit.

Healthy People

82.1 percent of the residents of Northwest Arkansas had health insurance coverage in 2009. This percentage
was lower than the health insurance coverage rate in other peer regions with the exception of the Austin MSA.
Compared to the rest of the state of Arkansas, the two major counties in the Northwest Arkansas region (Benton
County and Washington County) have better health trends in some fields such as access to healthy food, adult
smoking and the rate of adult obesity.

Conclusion

As the population of Northwest Arkansas continues to expand, the 2011 State of Northwest Arkansas report
highlights regional successes as well as economic challenges. The region’s economic success continues to be
a bright spot with high levels of employment growth. However, the region trails its peers in two important
categories: educational attainment and federal research funding. In each, the Northwest Arkansas region
ranks last in its peer group despite the tremendous private sector job growth. The national recession affected
Northwest Arkansas substantially and is a reminder that the region needs to position itself attractively relative
to its peers to continue to improve the overall quality of life in the region.
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Overview of the Northwest Arkansas Region’s Economy

AN OVERVIEW

Services, the University of Arkansas provides a strong center for the region.

2010 Population: 463,204 2010 Unemployment Rate: 6.3%
2000-2010 Population Growth: 33.5% 2009 Gross Metro Product: $17,637 million
2010 Employed Workforce: 200,383 2008 Per Capita Personal Income: $32,537

County Population 2010
Source: U.S. Census Bureau

Washington
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THE NORTHWEST ARKANSAS REGION’S ECONOMY:
EMPLOYMENT BY SECTOR

The region boasts of a diverse array of employment sectors where more than 200,000 employees work.
Employment in the Northwest Arkansas economy is led by the Trade, Transportation, and Utilities sector and
also has relative strengths in the Professional and Business Services sector, the Government sector and the
Manufacturing sector.

Employment by Sector (February 2011)
February 2011 Snapshot of Regional Employment Source: U.S. Bureau of Labor Statistics
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Growth Sectors

The sector includes employment in establishments that
perform professional, scientific and technical activities
for others. These services range from legal work,
accounting, bookkeeping and payroll to architectural
and engineering services. This sector added 11,500
jobs to the Northwest Arkansas economy during the
past decade.

The Education sector includes employment in private
schools, colleges, universities and training centers.
The health care sector is composed of employment
in establishments that provide healthcare and social
assistance for individuals. Employment in this sector
has grown from approximately 13,200 in 2000 to
22,400 in 2011.

This sector includes employment in a wide range of
businesses that operate facilities and provide services
to meet cultural, entertainment and recreational
interests. The leisure and hospitality sector currently
accounts for 9 percent of employment in the Northwest
Arkansas economy and added 6,700 jobs over the past
decade.
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Stable Sectors

In this sector, employment from the wholesale trade, retail
trade, transportation, warehousing and utilities sectors are
included. As combined, this sector currently represents the
largest share of employment in the Northwest Arkansas
economy at over 22 percent. At its peak in December 2006,
the sector accounted for 50,500 jobs but has since declined
to 44,300 jobs in Northwest Arkansas.

This sector includes employment in various federal, state and
local agencies. This sector currently accounts for more than
14 percent of the area’s employment but has remained fairly
flat since 2008.

Bubble Sectors

The Mining sector comprises establishments that extract
naturally occurring mineral solids, such as coal and ores;
liguid minerals, such as crude petroleum; and gases,
such as natural gas. The construction sector comprises
establishments primarily engaged in the construction of
buildings or engineering projects (e.g., highways and utility
systems). Employment in this sector grew rapidly from 2003
and reached a peak of 12,900 jobs in mid-2006. Since then,
employment in the sector rapidly declined, thereby adding
only 700 jobs in the time period between 2000 and 2011.
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Percent of State’s Growth

Peer Regions 2010 Population e 2000-2010
Fayetteville-Springdale-Rogers MSA 463,204 15.9% 33.5%
Lexington-Fayette MSA 472,099 10.9% 15.6%
Gainesville MSA 264,275 1.4% 13.7%
Huntsville MSA 417,593 8.7% 22%
Austin-Round Rock MSA 1,716,289 6.8% 37.3%

\ $
\ &= §
Dorald W; Reynolds Razorback Stadium,
Fayett®ville, Ark.
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Fayetteville-Springdale-Rogers MSA, Arkansas
Lexington-Fayette MSA, Kentucky

Austin-Round Rock MSA, Texas Huntsville MSA, Alabama i
Gainesville MSA, Florida
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The unemployment rate in the Northwest Arkansas region averaged 4.0 percent during the past decade; however,
it peaked at 7 percent in 2010 as a result of the recession. While the increase in the unemployment rate is
significant, the Northwest Arkansas region fared better than the nation, where the unemployment rate increased
66.5 percent to 9.6 percent from 2008 to 2010. Meanwhile, the unemployment rate in Arkansas increased 49.1
percent from 5.3 percent to 7.9 percent from 2008 to 2010. When compared to its peer regions, Northwest
Arkansas experienced the smallest jump in the unemployment rate over the last decade and during the recession

from 2008 to 2010. Unemployment Rate, Annual Average, 2000-2005-2010

Source: U.S. Bureau of Labor Statistics
us
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Source: U.S. Bureau of Labor Statistics
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9.0 Over the past decade, the unemployment rate
8.0 rose dramatically in each of the counties in the
7.0 Northwest Arkansas region. McDonald County in
6.0 Missouri had significantly higher unemployment
5.0 than the other Northwest Arkansas counties in
40 Arkansas, over most of the past decade. As a
30 result of the recession, unemployment rates in
- the counties are almost double what they were
o in the middle of the past decade.
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During the decade from 2000 and 2010, employment in Northwest Arkansas grew at 23.7 percent, a rate that
outstripped the peer regions, the state of Arkansas and the nation as a whole. Northwest Arkansas employment
peaked at 210,700 in November 2007. At the trough of employment in January 2010, the region had lost 15,300
jobs, representing 7.2 percent of employment. This loss was in the middle of the pack of the peer regions considered
in this report.

Employment Levels 2000-2010 Employment Growth Rate
Source: U.S. Bureau of Labor Statistics Source: U.S. Bureau of Labor Statistics
400 30%
350 250\.'
g
20% %
300 77 T Vs <
15% . O, = Z
T 2 2}
250 ® @ %
10% g S & - o)
A (N E 7
e < -
200 s % o ] S g > 2
? a z T o & ) H
< < 2 3
Bz ¢ mz B BE _¢ s R
150 0% —l T
5%
100
Jan-00 Jan-03 Jan-06 Jan-09 Jan-11 _10%
Fayetteville-Springdale-Rogers MSA Peer Average Il 2000-2010 2008-2010

Embassy Suites,
Rogers, Ark.

14 o Section 3: Economic Analysis




The number of businesses in Northwest Arkansas increased from 8,606 in 2001 to 11,618 in 2010. From 2001
to 2007, the growth rate in business establishments averaged 5.5 percent, but from 2007 to 2010, there was an
average annual decline of 0.7 percent in the number of businesses in the region. Both the growth during the
pre-recession years and the decline during the recession and post-recession years outpaced the peer regions.
However, Northwest Arkansas has a lower number of employees per establishment than any of its peer regions.
The average number of employees in an establishment is related to the industry mix in the region as some
industries like education, healthcare, and others have larger payroll bases per establishment. In 2010, the
average number of employees per establishment in Northwest Arkansas was 16.3; this number declined from
19.2 employees per establishment in 2001. Similar declines in average employees per establishment were seen

in the peer regions.

Establishment Growth
Source: U.S. Bureau of Labor Statistics
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The per capita personal income in
Northwest Arkansas tends to be higher
than the rest of the state, but lower
than peers and the United States.
Personal income is comprised of three
components namely net earnings
(earnings from wages and proprietor’s
income), personal current transfer
receipts (mainly government monies
like Social Security, unemployment
insurance, etc.) and dividends, interest,
and rent. Northwest Arkansas receives

a similar portion of income from net-

16 o Section 3: Economic Analysis

Total Percent Income Component Distribution
Source: U.S. Bureau of Economic Analysis

100%

3
80% 2
(0]
P

70%

60%

50%

40%

30%

Net Earnings Personal current transfer receipts

Dividends, interest and rent




—

Median Household Income in the earnings and personal current transfer
Fayetteville-Springdale-Rogers MSA, 2001-2009 receipts as the nation as a whole and peer
$45,000 sourcer L. Census Burej:ﬂ s regions except the Austin MSA. However,
$44,000 ﬁq'/di/s‘l4,243 over the past decade, the median household
$43,994 income in Northwest Arkansas has grown at a
ijlzzz 54,2'\395 S / remarkable pace. The median income rose by
oo [ Nearors /4 14.4 percent from 2001 to 2009.
$40,000 /
$39,000 / $39,707
$38,000 $38,672
$37,000
$36,000
$35,000
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BANKRUPTCIES

The rate and occurrence of bankruptcies provide a good indicator of the general health of the economy of a region.
As the recession began in 2008, the number of bankruptcies filed from Northwest Arkansas in the Western District
Bankruptcy Court of Arkansas rose by 42.7 percent in 2008 and 32 percent in 2009 but declined by 3.9 percent in
2010. Northwest Arkansas’ share of total bankruptcy filings in the state of Arkansas also rose from 11.8 percent in
2007 to 15.4 percent in 2010.

United | Northwest United | Northwest United | Northwest United | Northwest

Arkansas Arkansas Arkansas

Ark
fKansas | states | Arkansas States | Arkansas States | Arkansas States | Arkansas

- 11,852 | 850,912 1,401 13,991 | 1,117,771 1,999 16,583 | 1,473,675 2,638 16,503 | 1,593,081 2,536
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Nearly $103 million of research and development expenditures were made by the University of Arkansas in 2008,
placing the university at 127th rank among research universities in that year. Research expenditures increased by
31.3 percent from 2001 to 2008, making the growth rate the slowest among the major research institutions in
the peer regions of Northwest Arkansas. Federal funding serves as an additional source of resources for research
and development efforts and boosts the state’s transition towards a knowledge-based economy. Higher federal
funding represents recognition of the value of university-performed activities at the federal level and shows the

actual capacity of the state’s academic institutions to perform research at a competitive level.

At the University of Arkansas, the Technology Licensing Office (TLO) engages inventors, faculty start-up/spin-out
companies, and businesses in transferring inventions into the marketplace. The TLO facilitates the granting of
patents and licenses to university faculty and research scientists. From 1987 to August 2009, the TLO worked
with 487 invention disclosures and put out 75 invention disclosures with issued patents and 47 disclosures with
patents pending. In 2009, the TLO reported $98,400 in royalties distributed to inventors living in Arkansas. In the
fiscal year 2008, the office collected gross royalty income of $228,000 and an additional $74,000 from options,

license signing fees and milestones.

R&D Expenditures 2008

Source: National Science Foundation
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Small Business Innovation Research (SBIR) and
Small Business Technology Transfer (STTR)
grants provide federal recognition of the
region’s industrial innovative capabilities. These
grants encourage small businesses to engage
in research and development processes and
therefore promote knowledge based economic
development. The Northwest Arkansas Region
averaged nearly 24 grants a year and average
total grant amount of $6,128,807 from 2005 to
2009.

Fewer than 25 percent of adults in Northwest
Arkansas have attained a bachelor’s degree
or higher, ranking the region last among peer
regions, but better than the Arkansas average.
Indeed, all of Northwest Arkansas peer regions
have populations with more than one-third of

adults with at least bachelor’s degrees.

Northwest Arkansas SBIR/STTR
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The measure of homeownership costs as a
percentage of monthly household income
provides an excellent tool for comparing housing
affordability. Home ownership costs in Northwest
Arkansas are in the middle of the pack when
compared to costs in peer regions. In 2009, home
ownership costs accounted for 22.4 percent of
household income in Northwest Arkansas and
rose steadily through the past decade. Meanwhile,
with the exception of the Gainesville MSA, other
regions saw the cost of home ownership decline in
2009 when compared to 2005 data.

30.0%
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Source: U.S. Census Bureau
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The Sperling Cost of Living index is calculated based
on the spending categories of housing costs, food
and groceries costs, transportation costs, healthcare
costsandother costssuch asclothing, entertainment,
etc. Based on these costs, the Northwest Arkansas
Cost of Living Index was 87, compared against the
national average of 100. Northwest Arkansas’ Index
was lower than any of its peer regions in 2010.



According to data gathered by the Federal Bureau
of Investigation, crime rates per 1,000 persons
were lower in Northwest Arkansas than in any
of the peer regions and in the state and nation.
Property and violent crime rates were more than
35 percent lower in Northwest Arkansas than

when compared to the peer regions.

2009 Crime Rates per 100,000

Source: Federal Bureau of Investigation
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The poverty rate in Northwest Arkansas was 17 percent in 2009. This rate was higher than our peer regions with
the exception of Gainesville. While the poverty rate in Northwest Arkansas was lower than the rate for the state
of Arkansas, it was higher than the national rate of 14.3 percent in 2009. Over the past decade, the poverty rate in

Northwest Arkansas rose 4.7 percent, a rate that was faster than any of the peer regions.

Poverty Rates: All Ages
Source: U.S. Census Bureau
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According to data from 2009, 74.8 percent of workers
spent less than 30 minutes commuting to work in
the Northwest Arkansas region. An approximately
equivalent percent of workers from the peer regions
also experienced commute times of less than 30
minutes. With the exception of the Lexington-
Fayette region, Northwest Arkansas and the other
peer region saw a small decline in the percentage
of workers who could commute to work in less than
30 minutes.

Commuting: Percent of Workers Traveling

Less than 30 Minutes
Source: U.S. Census Bureau
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Over the past decade, the percentage of the working population that biked or walked to work more than doubled in
Northwest Arkansas but remained low at 3 percent. The percentage of workers who biked or walked in Northwest
Arkansas was higher than in the Huntsville and Austin regions but lower than in the Lexington and Gainesville
regions. A very small percentage of workers (0.3 percent) commuted to work using public transit in Northwest
Arkansas. Public transit usage among workers in Northwest Arkansas ranked lowest among peer regions, the state
and the nation as a whole.

Commuting: Use of Public Transit Commuting: Percent Bike or Walk to Work
Source: U.S. Census Bureau Source: U.S. Census Bureau
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Compared to the rest of Arkansas, the two most ﬂ_ﬁf-qlﬂ‘”’“ ;

L,

populous counties in the Northwest Arkansas
region (Benton County and Washington County)
have better health trends in fields such as access to
healthy food, adult smoking and the rate of adult
obesity. The rate of excessive drinking is higher
in Washington County than the state, likely due
to the presence of the public university student

community.

82.1 percent of the residents of Northwest Arkansas had health insurance coverage in 2009. This percentage was
lower than the health insurance coverage rate in other peer regions with the exception of Austin. Health insurance
coverage data from the Census Bureau are only available from 2008 and Northwest Arkansas’s coverage rate
increased 1.3 percent during that time. The 2009 coverage rate in Arkansas was lower than the statewide rate and
the national rate.

Health Insurance Coverage 2008-09
Source: U.S. Census Bureau
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