OUTH JERSEY BUSINESS

SURVEY

Fourth Quarter 2013

Firms in the South Jersey region re-
ported continued growth in business ac-
tivity during the fourth quarter. Firms
indicated overall increases in their own
companies’ business activity and sales for
the quarter. Employment among the
firms polled showed growth but no
pickup in the pace of that growth report-
ed in the third quarter. Looking forward,
most indicators for growth over the next
six months showed notable improvement
from the previous quarter.

Fourth Quarter Indicators Suggest
Continued Growth

The survey’s broadest measure of per-
formance, the index of general activity at
individual companies, increased from a
reading of 23.7 in the third quarter to 25.0
in the fourth quarter (see chart). Forty-
five percent of firms reported activity at
their company grew in the fourth quarter,
compared with 42 percent that reported
growth in the third quarter. Firms per-
ceived an improvement in growth for the
region: The index of regional general
business conditions increased from a
reading of 2.6 in the third quarter to 17.5
for the fourth quarter.

Thirty percent of the firms reported
higher sales in the fourth quarter, com-
pared with 34 percent that reported high-
er sales in the third quarter. The overall
sales index remained positive but fell 10
points from its third quarter reading.
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Employment continued to grow in the
fourth quarter. The current employment
index remained positive but decreased
from 15.8 in the third quarter to 12.5.
However, for the second consecutive
quarter the percentage of firms that re-
ported increases in employment in the
fourth quarter (25 percent) was greater
than the percentage reporting decreases
in employment (13 percent). One-half of
the reporting firms noted no change in
employment.

Costs Rise But Product Prices
Remain Steady for Most Firms

A significant share of South Jersey busi-
nesses continue to report higher input pric-
es. For this quarter’s survey, 28 percent

reported paying higher input prices; 5 per-
cent reported paying lower prices. Prices
for the firms’ products and services were
steady for most reporting firms (53 per-
cent). The share of firms reporting lower
prices for their own products (15 percent)
was slightly higher than those reporting
higher prices (13 percent) this quarter.

Firms Grow More Optimistic

The index of future activity at individ-
ual companies increased notably, from
34.2 in the third quarter to 55.0, its high-
est reading since 2004 (see chart). The
percentage of firms expecting conditions
to improve over the next six months (60
percent) exceeded the percentage expect-
ing deterioration (5 percent). The future
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employment index improved but in-
creased modestly, from 13.2 to 15.0.

In the special questions this quarter,
firms were asked to characterize their
long-term plans for employment (see
special questions). Forty-five percent in-
dicated that they plan to expand their
payrolls over the next 12 months; only 5
percent reported plans to decrease em-
ployment. Among those planning to in-
crease employment, expected sales
growth was the “most important” influ-
encing factor. All firms were asked about
factors restraining hiring. The need to
keep operating costs low and expected
slow sales growth were the “most im-
portant” factors restraining employment
growth. But uncertainty about the cost of
health insurance and the need to keep
operating costs low were the most cited
among the top three important factors
restraining employment growth.

Summary

Results for the latest South Jersey Business
Survey continue to indicate growth in busi-
ness activity for South Jersey businesses.
Firms reported continued modest expan-
sion in sales and employment at their busi-
nesses, but they also perceived a more rap-
id rate of overall growth for the region dur-
ing the fourth quarter. Firms’ optimism
about growth prospects for their own busi-
nesses over the next six months remained
positive and improved from the third quar-

Special Questions (Fourth Quarter 2013)

1. Do you expect your firm to increase employment, leave unchanged, or decrease
employment over the next 12 months?

Increase 45.0%
Unchanged 45.0%
Decrease 5.0%
NR 5.0%

100.0%

Factors Influencing Increasing Employment

Expected growth in sales is high

Firm's financial position has improved

Firm needs skills not possessed by current staff

Current staff is overworked

Other

There is decreased economic or financial uncertainty
Firm reduced employment too much during the recession

Labor costs have fallen
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There is uncertainty about the cost of health insurance
Firm wants to keep operating costs low

Expected growth of sales is low

Firm cannot find workers with required skills

There is uncertainty about other regulations or policies
There are no sources of restraint

Firm's financial position has deteriorated

Labor costs are high

Current staff is underutilized/working reduced hours
Other
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South Jersey
Business Survey Compared with 3 Months Ago Six Months from Now
(Fourth Quarter 2013)
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activity? Index Index
1.1 In the region? 2.6 20.0 425 37.5 17.5 7.9 5.0 47.5 47.5 425
1.2 At your company? 23.7 20.0 35.0 45.0 25.0 34.2 5.0 35.0 60.0 55.0
2. Specific company perfor- Previous Diffusion Previous Diffusion
mance measures: Diffusion | Lower | Same Higher Diffusion Lower | Same Higher
Index Index
Index Index
2.1 Total sales 10.5 25.0 27.5 30.0 5.0 21.1 5.0 22.5 52.5 47.5
2.2 Big ticket sales 0.0 22.5 20.0 17.5 -5.0 -2.6 10.0 22.5 27.5 17.5
2.3 Product inventories -5.3 12.5 225 15.0 2.5 -5.3 10.0 22.5 17.5 7.5
2.4 Number of employees 15.8 12.5 50.0 25.0 12.5 13.2 10.0 52.5 25.0 15.0
2.5 Prices actually received 2.6 15.0 52.5 12.5 25 5.3 12.5 37.5 30.0 17.5
2.6 Prices paid for raw mate-
rial (not energy) 31.6 5.0 32.5 27.5 225 31.6 5.0 17.5 425 37.5

1.

The South Jersey Business Survey is conducted each quarter and is based on responses from members of the Chamber of Commerce of Southern New Jersey.

2. The diffusion indexes represent the percentage of respondents indicating an increase minus the percentage indicating a decrease. Iltems may not add up to 100 because

of omission by respondents




