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Dixon Hughes Goodman presents The Memphis Economic Indicator
The Memphis Economic Indicator combines the quarterly forecasts of Memphis’ business 
leadership with measurable fiscal trends to generate a thoughtful analysis of regional 
economic expectations.

‘Logistics & Distribution’ Confidence Fuels Optimism for Regional Economy
by David C. Sharp, Ph.D. 
 
MEMPHIS - For four quarters, the Memphis Economic Indicator (MEI) has asked respondents to rank their confidence that certain economic-related 
changes will occur during the next quarter. The most compelling trend to emerge from the most recent collective data is increasing confidence from 
respondents within the Logistics & Distribution industry. The impact of these results is felt throughout the Memphis business community as well as the 
economy as a whole.
    
Increasing Confidence Among Logistics & Distribution Respondents

Figure 1 shows the quarterly average responses to the “Increase Staff” 
question provided by respondents in the Logistics & Distribution industry, as 
compared to those provided by respondents within all other industries. As 
shown in Figure 1, Logistics & Distribution respondents initially provided a 
mean confidence score of 4.5, indicating relatively low confidence that their 
businesses would increase staff during the third quarter of 2013. However, 
Logistics & Distribution sector confidence in future staff increases has 
steadily grown over time. According to the latest results, respondents in 
the Logistics & Distribution sector provided a mean confidence score of 8, 
indicating relatively high confidence that their businesses will increase staff 
during the second quarter of 2014. In contrast, confidence among all other 
respondents has remained between 5 and 5.6 throughout all four quarters.
    
Similar trends appear in Figures 2 and 3. Figure 2 shows that Logistics & 
Distribution confidence in increased revenues has soared from a mean score 
of 5.8 to a mean score of 9.7. Likewise, Figure 3 reveals that Logistics & Distribution confidence in increased profit margins has climbed from 5.6 to 8.3. Like 
Figure 1, the average confidence among all other respondents in Figures 2 and 3 began higher than those within the Logistics & Distribution industry, but they 
have subsequently remained relatively flat.     

Although not shown separately here, similar patterns emerge in 
responses to the three remaining MEI questions (i.e., increase 
company expenses, company economic position, and Memphis area 
economic position). These patterns are summarized in Figure 4, which 
contains the average score from all six MEI questions combined. This 
“Composite MEI Score” provides an overall measurement of general 
business sentiment, and, as shown in Figure 4, overall confidence 
among Logistics & Distribution respondents has steadily increased, 
while that of all other respondents has remained relatively sluggish.             



Logistics & Distribution Sector Confidence Foretells Increased Activity

Increases in Logistics & Distribution sector confidence appear to be based upon 
genuine upswings in activity, as opposed to, say, respondents with irrational 
exuberance (to “coin” Mr. Greenspan).
    
Figure 5 plots the quarterly percentage increases in total cargo handled (in lbs) 
at Memphis International Airport, relative to the amount of cargo handled during 
the same quarter within the year prior. For example, as shown in Figure 5, the 
airport  handled 3.9% more cargo in the fourth quarter of 2013 than it did during 
the fourth quarter of 2012.  
    
The Composite MEI Scores for the Logistics & Distribution sector are also plotted 
in Figure 5. As shown therein, the two series essentially move together. Recall, 
however, that the MEI is a forward-looking survey.  Since MEI scores collected 
during one quarter pertain to the next, the scores above presage realized gains. 
Moreover, as shown in Figure 5, the Logistics & Distribution sector is looking 
more confident than ever about the second quarter of 2014.  Will this mean a fourth consecutive quarter of growth (relative to the same quarter last year)?  
It will be interesting to find out once the cargo data for the second quarter of 2014 is available.  
    
In addition to cargo gains, and despite ongoing voluntary employee buyouts at FedEx, the latest statistics from the U.S. Bureau of Labor Statistics (BLS) 
indicate that the Trade, Transportation, and Utilities “super sector” (which includes Logistics & Distribution) in the Memphis MSA has, as of February 2014, 
added 1,400 jobs since February 2013. Thus Logistics & Distribution confidence appears to be well founded.

Gains to the Logistics & Distribution Sector Positively Impact the Entire Regional Economy

Memphians are aware of the importance of the Logistics & Distribution sector on the regional economy. At the very least, they are aware that FedEx is the 
single largest employer in Memphis and economic outcomes that impact FedEx also impact the regional economy as a whole. 
    
The relevance of the entire Logistics & Distribution sector to all other 
industries in the Memphis MSA can be estimated in terms of employment 
gains. Specifically, the econometric analysis summarized in Figure 6 
estimates the relationship between Logistics & Distribution employment 
and employment in all other sectors within the Memphis MSA.  
    
What does Figure 6 mean in plain English?  It means that a 1% 
increase in Logistics & Distribution employment during one quarter 
results in roughly a 0.66% increase in employment within the other 
sectors during the next quarter. Likewise, a 5% increase in Logistics 
& Distribution jobs would mean a (5 x 0.66%) = 3.3% job gain within the 
other sectors in the next quarter, and so on.  That multiplier effect is 
the impact of Logistics & Distribution employment on employment in 
all other sectors within the Memphis MSA.
    
Let’s apply actual employment figures. According to the BLS, 
employment in Logistics & Distribution (actually the Trade, 
Transportation, and Utilities “super sector” which includes Logistics 
& Distribution) is approximately 162,500, while employment in all 
other nonfarm sectors in the Memphis MSA is approximately (603,500 
- 162,500 =) 441,000. Thus a 1% increase, or (162,500 x 1% = ) 1,625 
Logistics & Distribution jobs this quarter means an increase of 
approximately (441,000 x 0.66% =) 2,910 jobs in all other sectors 
during the next quarter.  
    
Of course, the opposite is also true. For every 1% loss in Logistics & 
Distribution jobs in one quarter there is an additional 0.66% loss of 
jobs from within the other sectors during the next quarter. This was 
basically our experience during the Great Recession, quarter after 
quarter, until mid-2009.      
    
Obviously that experience, followed by a very slow recovery, helps explain why MEI responses in sectors other than Logistics & Distribution have remained 
relatively flat over time. There are many additional reasons, as well. Since August of 2013, local layoffs (or “reductions in force”) have been announced by 
Baptist Health Care,  Delta Airlines,  GTx,  Kellogg’s,  ServiceMaster,  and University of Memphis,  among others. Moreover, to add insult to injury, Memphis 
was recently named dead last out of 101 MSAs for small business vitality.               
    
However, despite the grim news, things appear to be on the positive track in the Logistics & Distribution sector. Respondents in the sector are reflecting 
strong confidence in the future for good reasons. Moreover, as described above, gains within this vital sector provide measurable benefits to the regional 

economy as a whole, and therefore a reason for region-wide optimism.  
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