Economy story

By Blake Mathews

The economic recession that has damaged the credit markets and broken the back of American industry and small businesses has largely passed over Searcy and Harding University.

In her 2009 State of the City speech, Searcy mayor Belinda LaForce said the city was largely insulated from the economic turmoil because of its natural resources, specifically natural gas. The factory closings and foreclosures that have plagued other parts of the country have been offset by the jobs and money that companies like Chesapeake Energy, Nomac Drilling and BJ Services bring to the area.

“I think we’re better off,” said Buck Layne, president of the Searcy Regional Chamber of Commerce, comparing Searcy’s current economic state to that of last year. 

“We’ve been real fortunate in a lot of ways, but by the same token it’s not perfect,” he said. 

Retail businesses have been negatively impacted, due largely to falling sales as consumers watch their wallets more closely.

The trend is being felt by small businesses across the nation, according to the February 2009 report from the National Federation of Independent Business, an influential advocacy group that represents small business interests to the federal government. In the report, which surveyed 2,013 business firms last month, a record 28 percent listed “low sales” as their “single most important problem,” up 13 percent from last January.

“Reports of positive profit trends gave up another 5 points [in January], falling to a negative 47 percentage points,” the NFIB said. 

This means that more small and independent businesses than ever are losing money and winding up with unsold inventory left on their shelves.

Across America, businesses are adapting by cutting prices and laying off employees. But businesses in Searcy have largely shaken off the national slump, Layne said.

“You can go down Race Street or Beebe-Capps [Avenue] and see new businesses going in, so it has not been a one-way trend,” he said. 

Some owners of the small businesses that line Race Street have hardly been affected by the recession. For The Fish Bowl, a pet store located at 2117 E. Race Ave., business has actually been better.

“We’ve been up two or three percent [this year],” store owner Jack London said.

If consumers are moderating their spending habits, he said, it has not prevented them from buying dogs, birds, snakes and the rest of London’s inventory.

“The pets we sell have stayed pretty consistent,” he said. “The only thing that I’ve noticed a decline in at all is the high-end dog food.” 

London said after the Dow Jones Industrial Average fell 777 points in one day last September his business “took a dip” as consumers reevaluated their financial situations. Sales have “climbed right back up” since then, and the addition of a pet supply store, Petsense, further down Race Street could bring new customers into The Fish Bowl.

“They’ll go there and buy a cage, and then they’ll come here and buy something to put in it,” London said.

First Class Cuts, a hair salon at 2021 E. Race Ave., has not made any significant changes to its operations. Manager Jessica Ripper said her salon’s stability is partially due to the nature of the business: people will always need haircuts. 

“We’ve been here for seven years, and we’re doing more now than we have in the past five years,” Ripper said.

Across the street at 2000 E. Race Ave. is W & W Ford Sales, Inc., Searcy’s only Ford dealership. Sales manager Jay Curtis said that car sales have been brisk, even though consumers have been altering their car-buying habits. For example, he said, potential buyers are turning more to cheaper pre-owned vehicles rather than the newer models.

W&W has also altered its habits. Curtis said the dealership delayed putting its new 2009 models on sale until an acceptable amount of the 2008 models were gone. Since the dealership must pay interest on a vehicle for as long as it sits out on the lot, clearing out the old inventory first saved money.

Curtis said that sales of Ford’s popular F-150 model truck had suffered last year, when gas prices hovered around $4 per gallon. When the collapsing stock market and housing bubble brought down the price of oil last fall, he said, sales of the fuel-inefficient trucks “dramatically increased.” 

While Searcy enjoys the relative financial protection of the natural gas companies, car dealerships in other cities have been feeling the full effect of the recession. An article from the Feb. 4, 2009, edition of the “Arkansas Democrat-Gazette” stated that U.S. auto sales for January were 37 percent lower than they were for the same month last year. 

The economic crisis has brought changes to Harding as well, though university president Dr. David Burks said he is certain they will not greatly disturb life on campus. 

“Like many other colleges and other businesses, we are postponing capital projects,” Burks said. “We’re not saying they won’t be done, we’re simply postponing them.” 

“Capital projects” refer to any expenditures that are paid for by donations from outside sources, from corporations to individuals. Burks said Sears Hall was to be renovated this summer using capital funding, but the $5 million plans have been put off until the economy improves and more money can be raised.

Harding’s endowment fund has also suffered because of the dragging stock market. At the beginning of each year, five percent of the total endowment fund is taken out and added to Harding’s operational budget. This year, that five percent will be $400,000 smaller, Burks said. Typically the endowment is used in the form of scholarships, but Burks said other expenses would be cut in order to preserve the scholarship funds. In fact, the scholarship budget for next year is expected to increase by $2 million.

“We are making a decided effort to hold down expenditures,” he said. “I fully expect, based on work done today, that it will be the lowest increase in the last 22 years.” 

Some expenditures, like labor costs for students in work-study programs, will rise unavoidably when the national minimum wage increases in July.

Burks said he had been personally affected, in the form of disappearing retirement assets, by the economic crisis. 

“I don’t think it will affect my timetable [as president], but I think it is affecting the timetable for some people today in terms of when they decide to retire because of the uncertainty that’s out there,” he said. “It’s a scary time.”

